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FEDERAL ELECTION COMMISSION

1325 K STREET N.W
WASHINGTON,D.C. 20463

I t:i.o' i* August 4, 1978

David Y. Denholm
President, Public-Service

Research Council and
Chairman, Public Service

Political Action Committee
8320 Old Courthouse Road
Suite 430
Vienna, Virginia-2 2180

Re: MUR 514(78)

Dear Mr. Denholm:

- The Commission voted to accept the conciliation
agreement you signed as President of the Public Service

Research Council and as Chairman of the Public Service
Political Action Committee. A copy of the agreement is

,' enclosed.

The one thousand dollars in civil penalties provided
for in the agreement should be sent to this office and
made payable to the United States Treasurer.

If you have any questions, please contact Jay B.
Myerson at (202) 523-4178.

Sincer ly,'

William C. Oldaker
General Counsel

Enclosure
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of ))
Public Service Research Council, )
Public Service Political Action )

Committee

MUR 514(78)

CONCILIATION AGREEMENT

This matter having been internally generated from reports filed

by the Public Service Political Action Committee ("PSPAC"), and

investigation having been conducted, and the Commission having

found reason to believe and reasonable cause to believe that

respondents Public Service Research Council ("PSRC") and PSPAC

violated 2 U.S.C. S 441b.

Now, the respective parties, the Federal Election Commission

and respondents PSRC and PSPAC, having entered into conciliation

pursuant to 2 U.S.C. S 437g(a) (5), do agree as follows:

I. That the Federal Election Commission has jurisdiction

over respondents PSRC and PSPAC in the subject matter of this

proceeding.

II. That respondents PSRC and PSPAC have had a reasonable

opportunity to demonstrate that no action should be taken in this

matter.

III. That the pertinent facts in this matter are as follows:

A. Respondent PSRC is a corporation.

B. Respondent PSPAC is a separate, segregated fund

within the meaning of 2 U.S.C. S 441b.
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C. On June 26, 1976, PSPAC loaned twenty thousand

dollars to PSRC on the informal advice of counsel that the

loan and its repayment did not constitute a violation of the

Act.

D. PSRC repaid twenty thousand dollars to PSPAC on

July 28, 1976, from the general revenues of PSRC.

E. The repayment was accepted by PSPAC knowing that

the money was given by PSRC.

F. The repayment to PSPAC was not intended for any

specific purpose.

G. The twenty thousand dollars was subsequently used

by PSPAC for campaign contributions which were made in

connection with Federal elections.

The respondents PSRC and PSPAC agree:

I. Thay they do not contest the Commission's conclusion

that 2 U.S.C. §441b prohibits a corporation, such as PSRC,

from transferring funds to a separate segregated fund

within the meaning of § 441b, such as PSPAC, even when such

a transfer constitutes a repayment of a previous loan, and

that from the date of this agreement said respondents will

not transfer any money from PSRC to the separate segregated

fund.

II. That to conclude this matter, PSRC and PSPAC will

each pay a civil penalty of five hundred dollars.
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General Conditions

I. The' Commission on request of anyone filing a complaint

under 2 U.S.C. S 437g(a)(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.

II. It is mutually agreed that this agreement shall become

effective as of the date that all parties hereto have executed

same and the Commission has approved the entire agreement.

Date William C. 9ldaker
General Counsel
Federal Election Commission

DateDav
President
Public Service Research Council
and
Chairman
Public Service Political Action

Committee



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of)
MUR 514 (78)

Public Service Research Council)
Public Service Political Action)
Committee

CERTIFICATION

I, Marjorie W. Emmons, Secretary to the Federal

Election Commission, do hereby certify that on July 26,

1978, the Commission determined by a vote of 5-0 to

adopt the recommendation of the General Counsel to

take the following actions in the above-captioned matter:

1. Approve the conciliation agreement
attached to the General Counsel'
Report dated July 21, 1978.

2. Close the file.

Commissioner Thomson was not present at the time

of the vote.

Date:7 Marjorie W. Emmons

71 r-Secretary to the Commission

Report signed: 7-24-78
Received in Office of Commission Secretary: 7-24-78, 1:52
Circulated on 48 hour vote basis: 7-24-78, r:30
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Before the Federal Election Commission

July 21, 1978

In the Matter of ))
Public Service Research Council ) MUR 514 (78)
Public Service Political Action )

Committee )

General Counsel's Report

STATUS

This matter was internally generated from reports

filed with the Commission by the Public Service Political

Action Committee ("PSPAC") which identified a loan from

PSPAC to the Public Service Research Council ("PSRC") of

twenty thousand dollars, and the repayment of that loan

one month later. On March 1, 1978, the Commission found

reason to believe that PSRC violated 2 U.S.C. § 441b by

transferring to PSPAC the twenty thousand dollars, and that

PSPAC violated the law by accepting the transfer from PSRC.

On June 1, 1978, the Commission determined that there was

reasonable cause to believe that PSRC and PSPAC had violated

the law, and the Commission authorized this Office to

transmit conciliation agreements to the respondents. The

proposed agreements were mailed to respondents on June 6, 1978.

Representatives of this Office conferred on two

occasions with David Y. Denholm, who is the

President of PSRC and Chairman of PSPAC, in an attempt to resolve

this matter through the informal methods of conference, conciliation

and persuasion. The respondents have approved the attached
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conciliation agreement, in which they state that they do not

contest the Commission's conclusion that § 441b prohibits

the transaction here at issue, agree not to make such transfers

in the future and agree to pay civil penalties of five hundred

dollars each.

DISCUSSION

The Commission's theory in this matter is similar to

that adopted by this Commission and the United States District

Court in FEC v. AFL-CIO, Civil Action No. 77-2147 (D.D.C.

June 12, 1978). In that case, the separate segregated fund

made twenty-nine transfers to the general treasury, involving

over $700,000, and there were nineteen transfers from the

general treasury to the separate segregated fund, involving

over $390,000. These transactions occurredcver a seven year

period. The court held that the transfer of money from the

general treasury to the separate segregated fund was prohibited

by § 441b and it imposed a civil penalty of $10,000.

Here, we are considering one loan and its repayment a

month later. The respondents have agreed not to make such

transfers in the future and have agreed to pay civil penalties

totaling $1,000. Prior to making the transfers, the respondents

were informally advised by counsel that the transfers were

not prohibited by § 441b. It should also be noted that almost

from the outset of this matter, respondents have professed that

they desired to resolve this matter informally, and have

cooperated with the Commission's counsel towards achieving

that goal.
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RECOMMENDATION

We recommend that the Commission approve the attached

conciliation agreement. Close the file.

DA William C. Olda'er
General Counsel
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of ))
Public Service Research Council, ) MUR 514(78)
Public Service Political Action )

Committee

CONCILIATION AGREEMENT

This matter having been internally generated from reports filed

by the Public Service Political Action Committee ("PSPAC"), and

investigation having been conducted, and the Commission having

found reason to believe and reasonable cause to believe that

respondents Public Service Research Council ("PSRC") and PSPAC

violated 2 U.S.C. S 441b.

Now, the respective parties, the Federal Election Commission

and respondents PSRC and PSPAC, having entered into conciliation

pursuant to 2 U.S.C. S 437g(a)(5), do agree as follows:

I. That the Federal Election Commission has jurisdiction

over respondents PSRC and PSPAC in the subject matter of this

proceeding.

II. That respondents PSRC and PSPAC have had a reasonable

opportunity to demonstrate that no action should be taken in this

matter.

III. That the pertinent facts in this matter are as follows:

A. Respondent PSRC is a corporation.

B. Respondent PSPAC is a separate, segregated fund

within the meaning of 2 U.S.C. § 441b.
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C. On June 26, 1976, PSPAC loaned twenty thousand

dollars to PSRC on the informal advice of'counsel that the

loan and its repayment did not constitute a violation of the

Act.

D. PSRC repaid twenty thousand dollars to PSPAC on

July 28, 1976, from the general revenues of PSRC.

E. The repayment was accepted by PSPAC knowing that

the money was given by PSRC.

F. The repayment to PSPAC was not intended for any

specific purpose.

G. The twenty thousand dollars was subsequently used

by PSPAC for campaign contributions which were made in

connection with Federal elections.

The respondents PSRC and PSPAC agree:

I. Thay they do not contest the Commission's conclusion

that 2 U.S.C. §441b prohibits a corporation, such as PSRC,

from transferring funds to a separate segregated fund

within the meaning of § 441b, such as PSPAC, even when such

a transfer constitutes a repayment of a previous loan, and

that from the date of this agreement said respondents will

not transfer any money from PSRC to the separate segregated

fund.

II. That to conclude this matter, PSRC and PSPAC will

each pay a civil penalty of five hundred dollars.
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General Conditions

I. The' Commission on request of anyone filing a complaint

under 2 U.S.C. S 437g(a)(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.

- II. It is mutually agreed that this agreement shall become

effective as of the date that all parties hereto have executed

same and the Commission has approved the entire agreement.

William C. Oldaker
General Counsel
Federal Election Commission

David Y. 5eWhom "

President
Public Service Research Council
and
Chairman
Public Service Political Action

Committee

Date

Date



FEDERAL ELECTION COMMISSION

'1325 K STREEI N W
WASHING TON, D.C. 20463

MEMORANDUM TO: File

FROM: Michael A. Levin

RE: Conciliation Agreement F.E.C. . PSRC

amd-PA

F.E.C. attorney, Jay B. Myerson, and I met with

David Denholm, President of PSRC and PSPAC, today at

13:15 hours at the Madison Hotel in Washington, D.C.

nJay and Mr. Denholm discussed PSPAC and PSRC's

response to the F.E.C.'s proposed conciliation agree-

ment.

Jay explained to Mr. Denholm that any agreement
reached would be subject to final approval by the

Commission. Mr. Denholm indicated that he understood

that Jay did not possess the authority to make a final

binding agreement between the F.E.C. and P.S.R.C.

Denholm's counter proposal included in the fact

section an addition that said that PSPAC loaned

$20,000.00 to PSRC "on the informal advice of counsel

that the loan and its repayment did not constitute a

violation of the Act."

Jay indicated that he had no objection to this

addition and that he foresaw no problem with the

Commission approving it; but again he mentioned that
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it was subject to Commission approval.

The next point of controversy was over the language

used by the PSRC on page two of their proposed concilia-

tion agreement. The phrase in contention is

because the funds loaned were not kept separate from

other funds."

NOTE: Denholm indicated that he wanted this inserted
to open up a possibility of a loophole in S441b.
If the violation occurred because the funds
loaned were not kept in segregated accounts,
it would mean that if they were kept in segre-
gated accounts then the PSRC practice would
not be violative of federal law.

Jay indicated to Denholm that it was doubtful

that the Commission or the General Counsel would approve

1fl this change. Denholm appeared firm in his desire to

maintain this language but he also appeared totally

against litigation.

This one point seemed to be the most controversial

and perhaps the toughest to work out.

In discussing the fine, Denholm said that he was

not aware of the word "each" in the PSRC proposed

conciliation; meaning $500.00 for each organization.

He said that if he had been aware, then he would have

offered only $250.00 each for a total of $500.00.

Denholm agreed to pay $500.00 for PSRC and $500.00

for PSPAC for a total fine of $1000.00.

The F.E.C. asked for $1000.00 each for a total

fine of $2000.00. Jay said that he had no problem with

Denholm's $1000.00 offer and that he would advocate

approval in a closed Commission meeting. Again, Jay
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did not guarantee acceptance by the Commission.

Denholm appeared to know very well that these

proposals and counter proposals might not be accepted

by the Commission. Precisely for this reason I believe

that he is prepared to offer more (not necessarily

money) in future negotiations; but tactically he feels

that it is wiser to offer as little as possible at this

time.

Denholm omitted F.E.C. general condition I

because he did not want to waive his corporations'

rights in any possible future litigation on the same

violations.

At this point Jay explained to Denholm the pro-

cesses required of the F.E.C. (RTB, RCTB, & P.C.) before

actual litigation takes place. Denholm wanted to

preserve his corporate rights and avail PSRC of the

F.E.C. processes--he did not wish to waive these rights.

He also felt that S441b was too broad and vague so he

refused to accept F.E.C. General Condition I.

The final point of controversy was PSRC's addition

that PSRC and PSPAC "agree that they will not make

transfers from one fund to the other without keeping

the funds separate in the future." Jay objected to

this for the same reason as was mentioned earlier;

agreeing to this language would be tantamount to giving

PSRC and PSPAC an O.K. on transfering funds provided
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they are in segregated accounts.

The meeting ended at approximately 14:00 hours

on a friendly and hopeful note. Il

Legal Intern



MEMORANDUM TO: MUR 514(78) File

FROM: Jay B. Myerson

SUBJECT: June 27, 1978 Conciliation Meeting With
David Y. Denholm

DATE: June 27, 1978

Present at Meeting:

David Y. Denholm Jay B. Myerson -'Michael Levin

At the outset I explained to Denholm that I cannot bind
the Commission, just as his attorneys cannot bind him.

Denholm presented me with the attached proposed conciliation
agreement (Attachment A). It varies from ours (Attachment B)
in the following particulars:

1. p.2, Item C - adds "on the informal advice of
counsel that the loan & its repayment did not constitute a
violation of the Act".

2. p.2, agreement I - adds the clause "because the
funds loaned were not kept separate from other funds"

3. p.3, agreement II -- reduced the amount of the
civil penalty to five hundred dollars for each group

4. p.3, agreement III -- added the phrase "without

keeping the funds separate"

5. Omitted condition I.

Denholm felt that changes 2 & 4 were appropriate since the
problem stemmed from lack of segregation. I reserved judgment,
although I noted that this might be resolved by regulation.

Denholm wanted to delete our first general condition
because he wanted the Commission to have to go through the
various findings. His concern was that he might be binding
himself for too much prospectively (such as S 441b as it
applies outside commingling). Resolution would be to tighten
the language in General Condition I or in the last clause of
Agreement I.

I said we'd consider the lesser fines (he expressed
"surprise" that it said "each", commenting that if he had seen
that term he'd have lowered the amount to $250).

I stated my timetable for Denholm, Bill and I to agree was
Friday.
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PUBLIC SERVICE RESiC COUNCIL
Suite 430 * 8320 Old Courthouse Road e Vienna, Virginia 22180 * (703)790-0700
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MRS. CAROL APPLEGATE
Chairman of the Board

DAVID Y. DENHOLM
President

JESSE R. SMITH, SR.
Secretary-Treasurer

ADVISORY COUNCIL*

ANTHONY T. BOUSCAREN
professor of political science
Syracuse, New York

GARY BYKER
Michigan State Senator

Hudsonville, Michigan

JOHN CHAMBERLAIN
oumalist and author

Cheshire, Connecticut

pRALPH de TOLEDANO
columnist and author

Washington, DC
NCiON. MICKEY EDWARDS

United States Representative

,t ifth District, Oklahoma
ANTHONY HARRIGAN

^qecutive vice president

United States Induslrial Council

Nashville, Tennessee

-NON. ORRIN G. HATCH

United States Senator
C.8Washingon, DC

HENRY HAZLI"
ClPconomist and author

Wilton, Connecticut
.... RED M. HEDDINGER

"eeculive director
Pennsylvania School Boards Assn.

Carrisburg, Penns~tvania

HON. JESSE HELMS
.nited States Senator

Washington, DC
",R. DONALD F. IENSEN

Hawaiian Independent Teachers

Honolulu, Hawaii

1ENKIN LLOYD JONES
editor and publisher

Tulsa, Oklahoma

DR. RUSSELL KIRK
journalist and author

New York, New York

PHILLIP ABBOIT LUCE
author and poet

Scottsdale, Arizona
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Second District, Utah
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USN-Retired

Washington, DC
DR. MAX RAFFERTY

journalist, author and educator

Troy, Alabama

HENRY REGNERY

publisher

Chicago, Illinois
RUDY VALLEE

entertainer-actor

Hollywood, California

GENERAL L. W. WALT
USMC-Retired

Lake Wales, Florida

*partial listing

June 16, 1978

Jay B. Myerson, Esquire
Federal Election Commission
1325 K Street, N. W.
Washington, D. C. 20463

Dear Mr. Myerson:

Re: MUR 514 (78)

Enclosed is a counter offer to your proposed conciliation
agreement.

You will note that I left your version substantially in tact,
with minor additions, deletions, and modifications.

I hope that we can personally get together on this to resolve
any outstanding differences on this matter in the near future.

I have a decided prejudice against meeting in the FECts offices.
If you feel the same way regarding our offices, I will arrange
a neutral meeting place.

Z Si rely yours,

a 1d Y. enholm
President

Enclosure

DYD:dhb
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )

Public Service Research Council, ) MUR 514 (78)
Public Service Political Action )

Committee

CONCILIATION AGREEMENT

This matter having been internally generated from reports

filed by the Public Service Political Action Committee ("PSPAC"),

and investigation having been conducted, and the Commission having

found reason to believe and reasonable cause to believe that

respondents Public Service Research Council ("PSRC") and PSPAC

violated 2 U.S.C. 9441b.

Now, the respective parties, the Federal Election Com-

mission and respondents PSRC and PSPAC, having entered into con-

ciliation pursuant to 2 U.S.C. §437g(a)(5), do agree as follows:

I. That the Federal Election Commission has jurisdiction

over respondents PSRC and PSPAC in the subject matter of this

proceeding.

II. That respondents PSRC and PSPAC have had a reasonable

opportunity to demonstrate that no action should be taken in this

matter.

III. That the pertinent facts in this matter are as

follows:

A. Respondent PSRC is a corporation.

B. Respondent PSPAC is a separate, segregated fund
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within the meaning of 2 U.S.C. 9441b.

C. On June 26, 1976, PSPAC loaned twenty thousand

dollars to PSRC[on the informal advice of counsel that the loan and

its repayment did not constitute a violation of the Act3

D. PSRC did not keep this money separate from PSRC's

corporate funds.

E. PSRC repaid twenty thousand dollars to PSPAC on

July 28, 1976, from the general revenues of PSRC.

F. The repayment was accepted by PSPAC knowing that

the money was given by PSRC.

G. The repayment to PSPAC was not intended for any

specific purpose.

H. The twenty thousand dollars was subsequently used

by PSPAC for campaign contributions which were made in connection

with Federal elections.

The respondents PSRC and PSPAC agree:

I. That they do not contest the Commission's conclusion

that 2 U.S.C. §441b prohibits a corporation, such as PSRC, and a

separate segregated fund within the meaning of §441b, such as PSPAC,

from transferring funds to each other, even when such a transfer

constitutes a repayment of a previous loan 4because the funds loaned

were not kept separate from other funds) and that from the date of

this agreement said respondents will conform their conduct to the

Commission's interpretation of 9441b as set out in this paragraph

and in all other respects accept the interpretation as the correct

and binding statement of the applicable law.
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II. That to conclude this matter, PSRC and PSPAC will

each pay a civil penalty of[ ive hundred dollar4

III. Respondents PSRC and PSPAC agree that they will

not make transfers from one fund to the otherj ithout keeping the

funds separatjin the future.

General Conditions o

It is mutually agreed that this agreement shall become

effective as of the date that all parties hereto have executed 
same,

and the Commission has approved the entire agreement.

Date William C. Oldaker
General Counsel
Federal Elections Commission

Date D avid Y. Denholm
President
Public Service Research Council
and
Chairman

--Public Service Political Action
Committee



FEDERAL ELECTION COMMISSION
1325 K SIREET N.W.
WASHINGIONDC. 20463

MEMORANDUM TO: CHARLES STEELE L

F)OM: MARJORIE W. EMMONS

SUBJECT: 514 (78) - Interim Conciliation Status Report dated 6-20-78
Signed: 6-22-78, Received in OCS: 6-22-78, 4:30

The above-nentioned document was circulated on a 24 hour

ro-objection basis at 9:30 a.m., June 23, 1978.

As of 10:30 a.m., this date, no objections have been

-eceived in the Office of Commission Secretary to the Interim Conciliation

Report.

C*

'e vU e,

June 26, 1978
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BEFORE THE FEDERAL ELECTION COMMISSION

June 20, 1978

In the Matter of ))
Public Service Research Council ) MUR 514 (78)
Public Service Political Action )

Committee )

INTERIM CONCILIATION STATUS REPORT

On June 1, 1978, the Commission determined that

there is reasonable cause to believe that Public Service

Research Council (hereinafter "PSRC") and Public Service

Political Action Committee (hereinafter "PSPAC") violated

2 U.S.C. §441b by transferring and commingling political

action and general treasury funds and the Commission

authorized transmittal of proposed conciliation agreements

to PSRC and PSPAC. The proposed agreements were mailed to

Respondents on June 6, 1978.

On June 15, 1978, Jay B. Myerson, the staff

attorney handling this matter, telephoned David Y. Denholm,

who is the Executive Vice President of PSRC and Chairman

of PSPAC, for a response to the proposed agreements and to
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bring the decision in FEC v. AFL-CIO, Civil Action No.

77-2147 (D.D.C., June 12, 1978), to Denholm's attention.

Denholm, who was familiar with the AFL-CIO decision,

reiterated his desire to resolve this matter expeditiously

and informally, and stated that soon he would be sending

the Commission a counterproposal. Denholm also expressed

his belief that conciliation involves negotiations and that

his counterproposal should not be viewed as his final

position.

Mr. Myerson will again telephone Denholm if the

counterproposal is not received by June 22, 1978.

DATE William C. OlcZaker
General Counsel



film FEDERAL ELECTION COMMISSION
1325 K STREET N.W
WASHINGTON,D.C. 20463

June 6, 1978

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

David Y. Denholm
Executive Vice President
Public Service Research Council
Suite 430
8320 Old Courthouse Road
Vienna, Virginia

Re: MUR 514 (78)
Dear Mr. Denholm:

On June 1, 1978, the Commission found reasonable
cause to believe that by transferring funds between the
Public Service Research Council ("PSRC") and the Public
Service Political Action Committee ("PSPAC"), PSRC and
PSPAC violated 2 U.S.C. §441b, which requires that
political action funds be strictly segregated from gen-
eral corporate treasury funds. This prohibition against
commingling was specifically recognized in Pipefitters
Local Union No. 562 v. United States, 407 U.S. 385 (1972).

Pursuant to 2 U.3.C. S437g(a) (5) (A), "the Commission
shall make every endeavor for a period of not less than 30
days to correct... such violation by informal methods of
conference, conciliation and persuasion...". Please con-
tact Jay B. Myerson (202/523-4163), the attorney assigned
to this matter, to set up a mutually convenient time to
explore the possibility of resolving this matter informally.
Towards that end, a proposed conciliation agreement is
enclosed for your consideration.

This investigation shall remain confidential unless
waived by written consent of the person receiving such
notification or the person with respect to whom such
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investigation is made. 2 U.S.C. S437g(a) (3) (B).

I look forward to an early resolution of this mat-
ter.

Sin-rely yours,

William C. Oldaker
General Counsel

. orw to whom, date, and address of delivery.. aTh RESTRICTED DELIVERy
Show to whom and date delivered.......[ RESTRICTED DELIVERy.

Show to whom, date, and address of delivery, S_
(CONSULT POSTMASTER FOR FEES)

* GPO : 1M7-O-234-337
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Before the Federal Election Commission

In the Matter of )
)

Public Service Research Council, )
Public Service Political Action )

Committee )

MUR 514 (78)

Conciliation Agreement

This matter having been internally generated from reports

filed by the Public Service Political Action Committee ("PSPAC"),

and investigation having been conducted, and the Commission having

found reason to believe and reasonable cause to believe that

respondents Public Service Research Council ("PSRC") and PSPAC

violated 2 U.S.C. §441b.

Now, the respective parties, the Federal Election Com-

mission and respondents PSRC and PSPAC, having entered into concilia-

tion pursuant to 2 U.S.C. §437g(a)(5), do agree as follows:

I. That the Federal Election Commission has jurisdiction

over respondents PSRC and PSPAC and the subject matter of this

proceeding.

II. That respondents PSRC and PSPAC have had a reasonable

opportunity to demonstrate that no action should be taken in this

matter.

III. That the pertinent facts in this matter are as

follows:

A. Respondent PSRC is a corporation.

B. Respondent PSPAC is a separate segregated fund
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within the meaning of 2 U.S.C. S441b.

C. On June 26, 1976, PSPAC loaned twenty thousand

dollars to PSRC.

D. PSRC did not keep this money separate from

PSRC's corporate funds.

E. PSRC repaid twenty thousand dollars to PSPAC

on July 28, 1976, from the general revenues of PSRC.

F. The repayment was accepted by PSPAC knowing that

the money was given by PSRC.

G. The repayment to PSPAC was not intended for any

specific purpose.

H. The twenty thousand dollars was subsequently used

by PSPAC for campaign contributions which were made in connection

with Federal elections.

The respondents PSRC and PSPAC agree:

I. That they do not contest the Commission's conclusion

that 2 U.S.C. §441b prohibits a corporation, such as PSRC, and a

separate segregated fund within the meaning of §441b, such as

PSPAC, from transferring funds to each other, even when such a

transfer constitutes a repayment of a previous loan, and that

from the date of this agreement said respondents will conform their

conduct to the Commission's interpretation of S44lb as set out in

this paragraph and in all other respects accept the interpretation

as the correct and binding statement of the applicable law.

II. That to conclude this matter, PSRC and PSPAC

will each pay a civil penalty of one thousand dollars.
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SIII. Respondents PSRC and PSPAC agree that they will
not make transfers from one fund to the other in the future.

General Conditions

I. The Commission on request of anyone filing a
complaint under 2 U.S.C. S437g(a) (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

ta civil action for relief in the United States District Court
for the District of Columbia.

'NI
NO II. It is mutually agreed that this agreement shallbecome effective as of the date that all parties hereto have
c executed same and the Commission has approved the entire agreement.

Date 
William C. Oldaker
General Counsel
Federal Election Commission

Date 
Carol Applegate
President
Public Service Research Council

Date 
David Y. Denholm
Chairman
Public Service Political Action
Committee



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of)

Public Service Research Council,)
Public Service Political Action)

Committee)

MUR 514 (78)

CERTI FICAT ION

I. Marjorie W. Emons, Secretary to the Federal Election Commission,

do hereby certify that on June 1, 1978, the Commission determined by a

vote of 4-2 to adopt the recommendation of the General Counsel to take

the following actions in the above-captioned matter:

1) Find reasonable cause to believe that the respondents
violated 2 U.S.C. Section 441b by transferring and
commingling political action and general treasury funds.

2) Authorize the transmittal of the letter and the
conciliation agreement attached to the General Counsel's
Report dated May 26, 1978.

Voting for the determination were Commissioners Aikens, Springer,

Thomson, and Tiernan. Commissioners Harris and Staebler dissented.

Date_&
VMarjorie W. Emmnons
Secretary to the Commission



* EXECUTIVE SESSION
June 1, 1978

Before the Federal Election Commission

May 11, 1978

In the Matter of )
) MUR 514 (78)

Public Service Research Council, )
Public Service Political Action )

Committee )

General Counsel's Report

Status

This matter was internally generated from reports of

receipts and expenditures filed by the Public Service Political

Action Committee ("PSPAC") which identified a loan from PSPAC to

the Public Service Research Council ("PSRC") of twenty thousand

dollars, and the repayment of that loan one month later.- / On

March 1, 1978, the Commission found reason to believe that PSRC

violated the Act by giving PSPAC the twenty thousand dollars, and

that PSPAC had violated the law by accepting the payment from PSRC.

We sent letters to respondents on March 7, 1978, notifying them

of the Commission's action and requesting additional information.

Initially, Mr. David Y. Denholm, Executive Vice President

of PSRC and Chairman of PSPAC, wrote the Commission that they would

not provide the requested information until after the Commission

explained how they had violated section 441b(a) of the Act. 2!

!/A copy of PSPAC's July 7, 1976 report, which lists the loan, is
attached (Attachment "A"), as is a copy of PSPAC's August 3, 1976
report, which lists the repayment (Attachment "B").

2/Letter from David Y. Denholm to William C. Oldaker (March 13, 1978).
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Larry Noble, the staff attorney then handling this matter, tele-

phoned Denholm on March 16, 1978, at which time he explained

to Denholm that the transfer of money from the council to PSPAC

violated the requirement that the funds of political action

committees be strictly segregated from corporate treasury fundsY/

and he referred Denholm to our lawsuit against AFL-CIO. Denholm

decided that he wished to confer with counsel,/ and stated that

he would return Noble's telephone call later that day, which he

did. During that subsequent conversation, Denholm advised Noble

that he felt the matter could be resolved informally and that

he would respond to our questions as expeditiously as possible.

Noble indicated that we would communicate with them after reviewing

the materials they would provide and prior to submitting a report

to the Commission.
5/

On May 8, 1978, Jay B. Myerson, who succeeded Noble as

the staff attorney handling this matter, telephoned Mr. Denholm.

Myerson inquired whether the respondents had any additional

information to submit. Denholm stated that he believed they had

responded fully to our questions, that the occurrence of the

transaction was not in dispute, and that if other material was

needed, he would furnish it, as he wished to be responsive.

3/Denholm stated that before the initial transfer of money, counsel
had advised him that the transaction was legal.

4/At the outset of the conversation, Noble inquired whether Denholm
had counsel as to this matter with whom we should confer. Denholm
stated that he preferred not to proceed with counsel at this stage.

5/We received Denholm's response on March 22, 1978.
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Denholm reiterated his desire to resolve this matter informally.

Respondents I Position

The fact that the transaction occurred is not in
dispute. As was noted above, the MUR itself was generated from
the reports filed by PSPAC. The respondents contend, however,
that they acted on the advice of counsel, that any violation of
the law was inadvertent and that they wish to resolve the matter

informally. 6/

Legal Theory

This matter is proceeding on the same theory as that
adopted by the Commission in AFL-CIO; specifically, that the law
as interpreted by Pipefitters Local Union No. 562 v. United
States, 407 U.S. 385 (1972) and Boyle v. United States, 157 U.S.
App. D.C. 166, 482 F.2d 755 (D.C. Cir. 1973), requires that
political action funds be strictly segregated from general
treasury funds; that once commingled, it is impossible to tell
which funds are being expended- and it may be presumed that
prohibited funds are part of each expenditure from commingled
funds. Here, the money from PSPAC to PSRC was commingled with
PSRC's corporate funds..8/ Commingled funds were given by PSRC

6/They have also sought to reserve the right to present a legalbrief supporting their belief that no violation of law has occurred,letter from David Y. Denholm to Lawrence M. Noble (March 17, 1978)(Attachment "C" at 2).
7/Section 441b(b)(2) of the Act permits the use of general treasuryfunds for three politically-related purposes. The money given byPSRC to PSPAC was not intended to be used for any of these purposes.Letter from David Y. Denholm to Lawrence M. Noble (March 17, 1978)(Attachment "C" at 1).
8/Letter from David Y. Denholm to Lawrence M. Noble (March 17, 1978)(Attachment "C" at 1).
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to PSPAC. PSPAC subsequently used these funds for campaign
9/

contributions.- Thus, the twenty thousand dollar payment by

PSRC to PSPAC was a contribution or expenditure by a

corporation to a separate segregated fund in violation of

2 U.S.C. 944lb(a). Similarly, PSPAC's acceptance of these

funds violated that provision.

Recommendation

The Commission should find reasonable cause to believe

that the respondents violated 2 U.S.C. §441b by transferring

and commingling political action and general treasury funds.

The respondents have offered no explanation or evidence

demonstrating why no action should be taken; quite to the

contrary, although they have attempted to reserve the right to

subsequently submit a legal brief supporting their belief

that no violation of law has occurred, they do not contest

that the transaction occurred and they have expressed a

desire to informally resolve the matter, a position they

reiterated after having reviewed the pending litigation

against AFL-CIO.

We further recommend that the Commission authorize

the transmittal of the attached letter (Attachment "D")

and the attached conciliation agreement (Attachment "E").

Date-a daker
General Counsel

9/Letter from David Y. Denholm to Lawrence M. Noble
(March 17, 1978) (Attachment "C" at 2).
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March 179 1978

Lawrence M. Noble, Esquire
Federal Election Commission
1325 K Street, N. W.
Washington, D. C. 20463

Dear Mr. Noble:

This letter is in response to your telephone call of March

1978, in which you clarified the Commission's request for
information of March 7, 1978.

15,

As I understand from you now on the basis of our conversation,

it is the Commission's position that, while the loan by PSPAC

to PSRC is not a violation of the Act, repayment of the loan

by PSRC to PSPAC may constitute a violation of the Act.

Let me attempt to respond to your questions addressed to both

the PSRC and PSPAC in separate letters dated March 7, 1978,

referring to MUR 514 (78).

In the first case, the letter to PSRC:

(1) No, the loan from PSPAC to PSRC was not kept separate

from PSRC's corporate funds.

(2) No response is required because of the answer to

Number (1) above.

(3) The repayment of the loan to PSPAC was not intended

for any specific purpose.

(4) Enclosed are copies of the cash receipts ledger
showing receipt of the loan by PSRC on June 26,
1976, a copy of the deposit ticket showing deposit

of the loan in PSRC's account, a copy of the check
from PSPAC to PSRC, and a copy of the disbursement
ledger showing repayment of the loan to PSPAC on

July 23, 1976. The source of the money used to
repay the loan was general revenues of the PSRC

which consist of voluntary contributions from
hundreds of thousands of supporters.

PUBLIC S *VICE RESEAR(6,.COUNCIL
.3 40 * 8320 Old Courthose Road * Vienn, Virginia 22180 0 (703) 790-0700
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Lawrence M. Noble -7squire Q
Pari two
?,irch 17, 1978

n rrepense to the inquiry to PSPAC:

(1) The $20,000 repayment of the loan to PSPAC by PSRC was deposited
In 1PSPAC's account and was used by PSPAC for campaign contri-
butions, all of which are disclosed in PSPAC's periodic filing
with the Commission.

(') The repayment of the loan was not kept separate from other
PSPAC funds.

(3) Enclosed are the documents requested, which include a copy of
PSPAC's ledger showing receipt of repayment of the loan, a
copy of the deposit receipt showing the deposit of the re-
payment in PSPAC's account, and a copy of the bank statement.

In your letter, you say that we have the opportunity to demonstrate that
no action should be taken against us. I am at a loss as to how to proceed,
hecause so far as I can tell no violation of the law has occurred. There-
fore, I shall simply set forth the facts as they are.

In late June of 1976, tlie PSRC experienced an unexpected, temporary cash
flow problem. It was faced with the necessity of making payroll, rentLfW and other normal expenditures at the end of the month. PSPAC had suf-
ficient funds to loan PSRC enough money to cover these expenses and no
irridiate need for these funds, as the bulk of the primary elections were
in early June.

AMtor checking with legal counsel and being advised that a loan by PSPAC
iPSC would not violate the Federal Election Campaign Act, the loan wasC ',i, '(;n June 26, 1976. On July 28, 1976, the PSRC repaid the loan. No

i,',s was paid on the loan because the interest might have been con-
*,,or,-d to be an expenditure by the PSRC to PSPAC.

That is the whole case as it relates to this matter. I hope that this
( information is sufficient for your purposes. If in your opinion a violationof the Act has occurred, we reserve the right to be represented by counsel

, and to present a legal brief supporting our belief that no violation of
the law has occurred.

Sincerely yours,

David Y. Denholl
Executive Vice President

Enclosures

I)YD' dhb
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FEDERAL ELECTION COMMISSION
1325 K STREET N.W
WASHINGTON.D.C. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

David Y. Denholm
Executive Vice President
Public Service Research

Council
Suite 430
8320 Old Courthouse Road
Vienna, Virginia

Re: MUR 514 (78)

Dear Mr. Denholm:

On June , 1978, the Commission found reasonable
cause to believe that by transferring funds between the
Public Service Research Council ("PSRC") and the Public
Service Political Action Council ("PSPAC"), PSRC and
-PSPAC violated 2 U.S.C. §441b, which requires that
political action funds be strictly segregated from gen-
eral corporate treasury funds. This prohibition against
commingling was specifically recognized in Pipefitters
Local Union No. 562 v. United States, 407 U.S. 385 (1972).

Pursuant to 2 U.S.C. S437g(a)(5)(A), "the Commission
shall make every endeavor for a period of not less than 30
days to correct ... such violation by informal methods of
conference, conciliation and persuasion...." Please contact
Jay B. Myerson ((202)523-4073), the attorney assigned to
this matter, to set up a mutually convenient time to
explore the possibility of resolving this matter infor-
mally. Towards that end, a proposed conciliation agreement
is enclosed for your consideration.

This investigation shall remain confidential unless
waived by written consent of the person receiving such
notification or the person with respect to whom such
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investigation is made. 2 U.S.C. S437g(a) (3) (B).

I look forward to an early resolution of this mat-
ter.

Sincerely yours,

William C. Oldaker
General Counsel

, "

-
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B t
Before the Federal Election Commission

In the Matter of )
)

Public Service Research Council, )
Public Service Political Action )

Committee )

MUR 514 (78)

Conciliation Agreement

This matter having been internally generated from reports

filed by the Public Service Political Action Committee ("PSPAC"),

and investigation having been conducted, and the Commission having

found reason to believe and reasonable cause to believe that

respondents Public Service Research Council ("PSRC") and PSPAC

violated 2 U.S.C. S441b.

Now, the respective parties, the Federal Election Com-

mission and respondents PSRC and PSPAC, having entered into concilia-

tion pursuant to 2 U.S.C. §437g(a)(5), do agree as follows:

I. That the Federal Election Commission has jurisdiction

over respondents PSRC and PSPAC and the subject matter of this

proceeding.

II. That respondents PSRC and PSPAC have had a reasonable

opportunity to demonstrate that no action should be taken in this

matter.

III. That the pertinent facts in this matter are as

follows:

A. Respondent PSRC is a corporation.

B. Respondent PSPAC is a separate segregated fund
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within the meaning of 2 U.S.C. S441b.

C. on June 26, 1976, PSPAC loaned twenty thousand

dollars to PSRC.

D. PSRC did not keep this money separate from

PSRC's corporate funds.

E. PSRC repaid twenty thousand dollars to PSPAC

on July 28, 1976, from the general revenues of PSRC.

F. The repayment was accepted by PSPAC knowing that

the money was given by PSRC.

G. The repayment to PSPAC was not intended for any

specific purpose.

H. The twenty thousand dollars was subsequently used

by PSPAC for campaign contributions which were made in connection

with Federal elections.

The respondents PSRC and PSPAC agree:

I. That they do not contest the Commission's conclusion

that 2 U.S.C. §441b prohibits a corporation, such as PSRC, and a

separate segregated fund within the meaning of S441b, such as

PSPAC, from transferring funds to each other, even when such a

transfer constitutes a repayment of a previous loan, and that

from the date of this agreement said respondents will conform their

conduct to the Commission's interpretation of S441b as set out in

this paragraph and in all other respects accept the interpretation

as the correct and binding statement of the applicable law.

II. That to conclude this matter, PSRC and PSPAC

will each pay a civil penalty of one thousand dollars.
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III. Respondents PSRC and PSPAC agree that they will

not make transfers from one fund to the other in the future.

General Conditions

I. The Commission on request of anyone filing a

complaint under 2 U.S.C. S437g(a) (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.

II. It is mutually agreed that this agreement shall

become effective as of the date that all parties hereto have

executed same and the Commission has approved the entire agreement.

Date William C. Oldaker
General Counsel
Federal Election Commission

Date Carol Applegate
President
Public Service Research Council

Date David Y. Denholm
Chairman
Public Service Political Action
Committee



FEDERAL ELECTION COMMISSION
1325 K SIREET NW.

A SHIN(TON,DC. 
20463

MEMORANDUM 
TO:

FROM:

SUBJECT:

I telephoned 
Denholm because Larry Noble had told

thate sending a report to the

Commi ss ion. 
hmbfr 

edn 
lI advised Denholm that I am now the attorthe case and that I was Calling ecause ar ha d linghim that we would contact him befor e satorrny had tolddiscun i red if he had COunsel With whom I eo rt

d i s c s s t I s m a t t e r .

Denholm referred 
me to the letter he sent Larry in

a iaio 
to the statemen

t  thatMarch,

to bOf the Act has 
in March,

a 
"viofai 

on ot oS b po rn t ed b y c o u n O c c u r r e d u r O p i n i o nScounselserve 
the right

belief that no doto ent a legal briefOccurred . ie then Stated nohi s iof the lawtA has
several stages of cause, his beliehas

I explained that there are three Stages a

th e t re e s t at f o r h im . In r e s n his u i y

advised him M t presently t e s n the reson

t o b e l i e v e s t a g e . I n s c ar- , s i .

PSPAC File

Jay B. Merson

May 8, 1978with David tnh

May 8, 1978

O.UoLUT

r 0

L6 "970 '

DATE: tion
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He then stated that he'spot in business to litigate with
FEC. I asked him if he ha4 any additional information he
wanted to submit before I prepared my report. He inquired
whether I felt that he had faiLed to respond to any of our
questions, indicating that he wnted to be fully responsive
and if there was any information, he wanted to provide it.
I reiterated that the reason for the call was because
Larry had told him that we would be contacting him before
making a report, and that I felt he had answered the
questions and supplied the information.

Denholm then asked to go off-the-record. He stated that
he had read the AFL materials to which Larry had referred
him. He said that he did not dispute the transaction,
and that he was of the opinion that the case could be
worked out. Denholm stated that in AFL we were seeking
a fine of $10,000 on a series of transactions involypng
$400,000. He calculated that using the same ratior 1 a
$500 fine would be appropriate in this case. 7

I explained to Denholm that.like all attornies, I have a
client, and that in my case the Commission is my client.
Hence, I would have to get back to my principal for
approval of any agreement. However, I explored his
willingness to accept language admitting that the trans-
action violated the law. He stated that he would accept,
subject to an overall agreement and his discussion with
counsel, a statement that the transaction had occurred
and that it was a violation of the FEC's view of the law.
However, he would also want language about the violation
being inadvertent and that they had acted upon the advice,
albeit informal, of counsel.

I told him that I would be speaking with him again in
approximately two weeks, and that if he had any questions,
he could contact me.



FEDERAL ELECTION COMMISSION
1325 K STREET N.W
WASHINGTOND.C. 20463

March 28, 1978

MEMORANDUM TO: CHARLES STEELE

FROM: MARJORIE W. EMMONS

SUBJECT: Interim Status Report - MUR 514 (78)
Dated: 3-24-78
Signed by General Counsel 3-24-78
Received in Office of Commission
Secretary 3-27-78, 2:51

The above-mentioned document was circulated to the

Commissioners on a 24 hour no-objection basis at 3:30, March 27,

1978.

As of 4:00, this date, no objections have been received

in the Office of Commission Secretary to the Interim Status

Report.
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BEFORE THE FEDERAL ELECTION COMMISSION
March 24, 1978

In the Matter of ))
Public Service Research )

Council, and )
MUR 514 (78)

Public Service Political )
Action Committee )

INTERIM STATUS REPORT

On March 1, 1978, the Commission found reason

to believe that respondents violated 2 U.S.C. S441b(a).

Respondents were notified of the Commission's determina-

tion by letters sent March 7, 1978. In a telephone

conversation on March 16, 1978, David Y. Denholm, Presi-

dent of Public Service Political Action Committee, stated

that the information requested would take a short time

to gather. On March 23, 1978, we received respondents'

reply, which we are now in the pro s of reviewing.

General Counsel
Da /
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March 17, 1978

Lawrence M. Noble, Esquire
Federal Election Commission
1325 K Street, N. W.
Washington, D. C. 20463

Dear Mr. Noble:

This letter is in response to your telephone call of March
1978, in which you clarified the Commission's request for
information of March 7, 1978.

15,

As I understand from you now on the basis of our conversation,
it is the Commission's position that, while the loan by PSPAC
to PSRC is not a violation of the Act, repayment of the loan
by PSRC to PSPAC may constitute a violation of the Act.

Let me attempt to respond to your questions addressed to both
the PSRC and PSPAC in separate letters dated March 7, 1978,
referring to MUR 514 (78).

In the first case, the letter to PSRC:

(1) No, the loan from PSPAC to PSRC was not kept separate
from PSRC's corporate funds.

(2) No response is required because of the answer to
Number (1) above.

(3) The repayment of the loan to PSPAC was not intended
for any specific purpose.

(4) Enclosed are copies of the cash receipts ledger
showing receipt of the loan by PSRC on June 26,
1976, a copy of the deposit ticket showing deposit
of the loan in PSRC's account, a copy of the check
from PSPAC to PSRC, and a copy of the disbursement
ledger showing repayment of the loan to PSPAC on
July 28, 1976. The source of the money used to
repay the loan was general revenues of the PSRC
which consist of voluntary contributions from
hundreds of thousands of supporters.



Lawrence M. Noble, Esquire
Page two
March 17, 1978

In response to the inquiry to PSPAC:

(1) The $20,000 repayment of the loan to PSPAC by PSRC was deposited
in PSPAC's account and was used by PSPAC for campaign contri-
butions, all of which are disclosed in PSPAC's periodic filing
with the Commission.

(2) The repayment of the loan was not kept separate from other
PSPAC funds.

(3) Enclosed are the documents requested, which include a copy of
PSPAC's ledger showing receipt of repayment of the loan, a
copy of the deposit receipt showing the deposit of the re-
payment in PSPAC's account, and a copy of the bank statement.

In your letter, you say that we have the opportunity to demonstrate that
no action should be taken against us. I am at a loss as to how to proceed,
because so far as I can tell no violation of the law has occurred. There-
fore, I shall simply set forth the facts as they are.

In late June of 1976, the PSRC experienced an unexpected, temporary cash
flow problem. It was faced with the necessity of making payroll, rent
and other normal expenditures at the end of the month. PSPAC had suf-
ficient funds to loan PSRC enough money to cover these expenses and no
immediate need for these funds, as the bulk of the primary elections were
in early June.

After checking with legal counsel and being advised that a loan by PSPAC
to PSRC would not violate the Federal Election Campaign Act, the loan was
made on June 26, 1976. On July 28, 1976, the PSRC repaid the loan. No
interest was paid on the loan because the interest might have been con-
sidered to be an expenditure by the PSRC to PSPAC.

That is the whole case as it relates to this matter. I hope that this
information is sufficient for your purposes. If in your opinion a violation
of the Act has occurred, we reserve the right to be represented by counsel
and to present a legal brief supporting our belief that no violation of
the law has occurred.

Sincerely yours,

David Y. Denholm

Executive Vice President

Enclosures

DYD: dhb
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UBLIC SERVICE RESEARCH COUNCIL
Suite 430 * 8320 Old Courthouse Road 

N2-. ' =t.

Vienna, Virginia 22180

CERTIFIED MAIL - RETURN RECEIPT REQUESTED

Lawrence M. Noble, Esquire
1" Federal Election Commission

1325 K Street, N. W.

[N o. -9818 2 Washington, D. C. 20463



PULIC SERMCLH1aICAL ACTI C'M CTTEE
8320 Old Courthouse Rd. *9sufe 436 U

Vienna, Virginia 22180
(703)79 4 c/ t 1 AlI 9

DAVID Y DENHOLM ROMAN K, RICE III
Chairman Treasurer

ooq7
March 13, 1978

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

William C. Oldaker, Esquire
General Counsel
Federal Election Commission
1325 K Street N.W.
Washington, D.C. 22180

Re: MUR 514 (78)

Dear Mr. Oldaker:

I have your letter of March 7, 1978, requesting further information
concerning the repayment by the Public Service Research Council (PSRC)
of a loan from its separate segregated fund, the Public Service Political
Action Committee (PSPAC). Before we can determine what information is
relevant to your request, we must know exactly what action by PSPAC or
PSRC you believe to have been a violation of 2 U.S.C. Sec. 441b(a). We
can find nothing in your regulations which prohibits a loan from a
political organization to a non-political one or the repayment of such
a loan.

When you have provided us with this information we will give further
consideration to your request for information.

Ver  uly yours,

aid . eho
Presi dent

DYD:cg
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Will~ia C. Abaker, Esquire
GeWr T Counsel
Federal Election Comission
1325 K Street N.W.
Was hi ng to, .C.



FEDERAL ELECTION COMMISSION

1325 K SIRI I N.W.
WASHING ION, D.C 20463

March 7, 1978

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Roman K. Rice
Treasurer
Public Service Political Action Committee
8320 Old Courthouse Road
Suite 430
Vienna, Virginia 22180

Re: MUR 514 (78)

Dear Mr. Rice:

This letter is to notify you that after reviewing
Public Service Political Action Committee's ("PSPAC")
reports of receipts and expenditures, the Federal Election
Commission has determined that there is reason to believe
that PSPAC has violated the Federal Election Campaign Act
of 1971, as amended (the "Act"). We have designated this
matter MUR 514 (78). Specifically, the Commission has
reason to believe that you have violated 2 U.S.C. § 441b(a)
by accepting a repayment of a loan of $20,000 from the
Public Service Research Council on July 28, 1976. This
payment was reported as a repayment of a loan made to
PSRC in the report you filed with the Commission on
August 3, 1976.

Under the Act, you have an opportunity to demonstrate
that no action should be taken against you. Please submit
any factual or legal materials that you believe are
relevant to the Commission's analysis of this matter.
In addition, please provide the following information:

(1) How the $20,000 payment was used by PSPAC.

(2) Whether the $20,000 payment was kept separate
from other funds of PSPAC, and if so, how?

MMIPPIP-0-1-NIIIIIIII11111100"I
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(3) All documents, ledgers and other accounting
information which shows PSPAC's handling of the
$20,000 payment.

Where appropriate, statements should be submitted under
oath.

The Commission is under a duty to investigate this matter

expeditiously. Therefore, your response should be submitted
within ten days after receipt of this notification. This
matter will remain confidential in accordance with 2 U.S.C.
§ 437g(a)(3) unless you notify the Commission in writing
that you wish the investigation to be made public. If you

intend to be represented by counsel in this matter, please
have such counsel so notify us in writing.

If you have any questions, please contact Lawrence M.

Noble, the attorney assigned to this case, at 523-4178.

Sincerely yours,

William/C. Oldaker
General Counsel
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FEDERAL ELECTION COMMISSION
1325 K SIREET NW.

WAh INGIOND.C .20463

March 7, 1978

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

David Y. Denholm
Executive Vice President
Public Service Research Council
8320 Old Courthouse Road
Suite 430
Vienna, Virginia 22180

Re: MUR 514 (78)

Dear Mr. Denholm:

This letter is to notify you that after reviewing the
Public Service Political Action Committee's ("PSPAC")
reports of receipts and expenditures, the Federal Election
Commission has determined that there is reason to believe
that the Public Service Research Council ("PSRC") has
violated the Federal Election Campaign Act of 1971, as
amended (the "Act"). We have designated this matter
MUR 514 (78). Specifically, the Commission has reason to
believe that PSRC has violated 2 U.S.C. § 441b(a) by making a
payment of $20,000 to PSPAC on July 28, 1976. This payment
was reported as a repayment of a loan made to PSRC in the
report PSPAC filed with the Commission on August 3, 1976.

Under the Act, you have an opportunity to demonstrate
that no action should be taken against you. Please submit
any factual or legal materials that you believe are relevant
to the Commission's analysis of this matter. In addition,
please provide the following information:

(1) Vhether the $20,000 loan to PSRC from PSPAC was
kept separate and segregated from PSRC's corporate
funds.

(2) If the $20,000 loan was kept separate and segregated
from PSRC's corporate funds, whether the $20,000 repay-
ment to PSPAC was made out of the separate segregated
money originally loaned to PSRC.

'CA
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(3) Whether the $20,000 payment to PSPAC was
intended by PSRC to be used in a specific manner
by PSPAC, and if so, what that intended use was.

(4) All documents, ledgers and other accounting
information which shows how PSRC handled the $20,000
loan from PSPAC and the source of the money used to
repay the loan.

Where appropriate, statements should be submitted under
oath.

The Commission is under a duty to investigate this
matter expeditiously. Therefore, your response should be
submitted within ten days after receipt of this notification.
This matter will remain confidential in accordance with
2 U.S.C. 9 437g(a) (3) unless you notify the Commission in
writing that you wish the investigation to be made public.
If you intend to be represented by counsel in this matter,
please have such counsel notify us in writing.

If you have any questions, please contact Lawrence M.
Noble, the attorney assigned to this case, at 523-4178.

Sincrely you s,

William C. Oldaker
General Counsel
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of)

Public Service Research Council,) MUR 514 (78)
Public Service Political Action)

Committee)

CERTIFICATION

I, Marjorie W. Emmons, Secretary to the Federal Election Commission,

do hereby certify that on March 1, 1978, at an Executive Session of the

Federal Election Commission at which a quorum was present, the Commission

approved the recommendation of the General Counsel to take the following

actions in the above-captioned matter:

1. Find reason to believe that PSRC violated the Federal
Election Campaign Act by giving PSPAC $20,000.

2. Find reason to believe that PSPAC violated the Federal
Election Campaign Act by accepting the payment of
$20,000 from PSRC.

3. Send the draft letters appended to the First General
Counsel's Report on this matter, this report having
first been circulated to the Commission on a no-objection
basis, to which an objection was filed thus placing the
matter on the agenda for the Executive Session of March 1,
1978, at which time the objection was withdrawn.

U Marjorie W. Emmons
Date: March 3, 1978 Secretary to the Commission



FEDERAL ELECTION COMMISSION
1325 K STRU[T N.W
WASHINGTON, D.C 20463

Me r u r 22, C OO8

rIEORANIOI TO: CHARLES STEELE

AUR 514 (78) . First General Counsels on

The above-mentioned 
document was circulated to the

SSioners on rok . .. .

Cossioner o T~iernan- -a j

..nea 11u t -ed an objection to IUR
(78) thereby Placing it on the Executive Session Aqenda for

Plarch 1, 1978.
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SUBJECT:

.C0,*

February 22, 7978

FROM:
.11ARJORIE W . EIMONS
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I ~ ~ ~ , uary 17 17 a - ,
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EDERAL ELECTION COMMISSI*
1325 K Street, N.W.

Washington, D.C. 20463

FIRST GENERAL COUNSEL'S REPORT

DATE AND TIME OF TRANSMITTAL MUR # 514 (7R_
BY OGC TO THE COMMISSION DATE COMPLAINT RECEIVEDBY OGC 2-9-78

STAFF MEMBER Noble

COMPLAINANT'S NAME: Internally Generated

RESPONDENT'S NAME: Public Service Research Council, Public Service
Political Action Committee

RELEVANT STATUTE: 2 U.S.C. S 441b(a)

INTERNAL REPORTS CHECKED: Report filed by PSPAC

FEDERAL AGENCIES CHECKED: None
,0

SUMMARY OF ALLEGATIONS

On July 28, 1976, the Public Service Research Council ("PSRC"), a

corporation without capital stock, made a pyament of $20,000 to its

cc separate segregated fund, Public Service Political Action Committee ("PSPAC"),

, in violation of 2 U.S.C. § 441b(a).

PRELIMINARY LEGAL ANALYSIS

According to PSPAC's report of receipts and expenditures filed on

August 3, 1976, PSPAC received a $20,000 paynent fron its corporate parent,

PSRC, on July 28, 1976, as a repayment of a loan made to PSRC one month

earlier. (Report Attached).-/ There is reason to believe that by paying

1/ PSPAC's report filed on July 7, 1976, lists a $20,000 loan to

PSRC.
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PSPAC $20,000, PSRC violated 2 U.S.C. S 441b(a) by making a payment of

corporate money to its spearate segregated fund.

As a general rule, corporate funds may not in anyway be transferred

from a corporation to its separate segregated fund as there must be a

strict segregation of the corporate and separate segregated fund money.

See Pipefitter Local Union No. 562 v. United States 407 U.S. 385. The

Act does provide for three exceptions to this general prohibition to allow

for communication by a corporation to its stockholders and executive or

administrative personnel and their families (2 U.S.C. S 441b(b) (2) (A)),

non-partisan registration and get-out-the-vote campaigns by a corporation

aimed at its stockholders and executive or administrative personnel and

their families (2 U.S.C. S 441b(b) (2) (B)),and the establishment, adminis-

tration, and solicitation of contributions to a separate segregated fund

(2 U.S.C. § 441b(b)(2)(C)). At this point, we do not believe that the

money transferred from PSRC to PSPAC was used for any of the above lawful

purposes; the corporation had no stockholders or members at the time

of the payment, and the size of the payment is not in keeping with the

expected cost of communicating with the few executive or administrative

personnel of PSRC. Therefore, the $20,000 payment appears to be a

contribution or expenditure by a corporation to a separate segregated

fund in violation of 2 U.S.C. § 441b(a).

RECOMMENDATION

We recommend that the Commission find reason to believe that PSRC

violated the Act by giving PSPAC $20,000 and that PSPAC violated the

Act by accepting the payment. We further recommend that the attached

letters be sent.



FEDERAL ELECTION COMMISSION

1325 K SIREET N,W
WASHINGTOND.,C. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

David Y. Denholm
Executive Vice President
Public Service Research Council
8320 Old Courthouse Road
Suite 430
Vienna, Virginia 22180

Re: MUR 514 (78)

Dear Mr. Denholm:

This letter is to notify you that after reviewing the
Public Service Political Action Committee's ("PSPAC")
reports of receipts and expenditures, the Federal Election
Commission has determined that there is reason to believe
that the Public Service Research Council ("PSRC") has
violated the Federal Election Campaign Act of 1971, as
amended (the "Act"). We have designated this matter
MUR 514 (78). Specifically, the Commission has reason to
believe that PSRC has violated 2 U.S.C. S 441b(a) by making a
payment of $20,000 to PSPAC on July 28, 1976. This payment
was reported as a repayment of a loan made to PSRC in the
report PSPAC filed with the Commission on August 3, 1976.

Under the Act, you have an opportunity to demonstrate
that no action should be taken against you. Please submit
any factual or legal materials that you believe are relevant
to the Commission's analysis of this matter. In addition,
please provide the following information:

(1) Whether the $20,000 loan to PSRC from PSPAC was
kept separate and segregated from PSRC's corporate
funds.

(2) If the $20,000 loan was kept separate and segregated
from PSRC's corporate funds, whether the $20,000 repay-
ment to PSPAC was made out of the separate segregated
money originally loaned to PSRC.

ovUT10o,
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(3) Whether the $20,000 payment to PSPAC was
intended by PSRC to be used in a specific manner
by PSPAC, and if so, what that intended use was.

(4) All documents, ledgers and other accounting
information which shows how PSRC handled the $20,000
loan from PSPAC and the source of the money used to
repay the loan.

Where appropriate, statements should be submitted under
oath.

The Commission is under a duty to investigate this
matter expeditiously. Therefore, your response should be
submitted within ten days after receipt of this notification.
This matter will remain confidential in accordance with
2 U.S.C. S 437g(a) (3) unless you notify the Commission in
writing that you wish the investigation to be made public.
If you intend to be represented by counsel in this matter,
please have such counsel notify us in writing.

If you have any questions, please contact Lawrence M.
Noble, the attorney assigned to this case, at 523-4178.

Sincerely yours,

William C. Oldaker
General Counsel



FEDERAL ELECTION COMMISSION

1325 K SIREET N.W
WASHINCTOND.C. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Roman K. Rice
Treasurer
Public Service Political Action Committee
8320 Old Courthouse Road
Suite 430
Vienna, Virginia 22180

Re: MUR 514 (78)

Dear Mr. Rice:

This letter is to notify you that after reviewing
Public Service Political Action Committee's ("PSPAC")
reports of receipts and expenditures, the Federal Election
Commission has determined that there is reason to believe
that PSPAC has violated the Federal Election Campaign Act
of 1971, as amended (the "Act"). We have designated this
matter MUR 514 (78). Specifically, the Commission has
reason to believe that you have violated 2 U.S.C. S 441b(a)
by accepting a repayment of a loan of $20,000 from the
Public Service Research Council on July 28, 1976. This
payment was reported as a repayment of a loan made to
PSRC in the report you filed with the Commission on
August 3, 1976.

Under the Act, you have an opportunity to demonstrate
that no action should be taken against you. Please submit
any factual or legal materials that you believe are
relevant to the Commission's analysis of this matter.
In addition, please provide the following information:

(1) How the $20,000 payment was used by PSPAC.

(2) Whether the $20,000 payment was kept separate
from other funds of PSPAC, and if so, how?

p
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(3) All documents, ledgers and other accounting
information which shows PSPAC's handling of the
$20,000 payment.

Where appropriate, statements should be submitted under
oath.

The Commission is under a duty to investigate this matter
expeditiously. Therefore, your response should be submitted
within ten days after receipt of this notification. This
matter will remain confidential in accordance with 2 U.S.C.
S 437g(a) (3) unless you notify the Commission in writing
that you wish the investigation to be made public. If you
intend to be represented by counsel in this matter, please
have such counsel so notify us in writing.

If you have any questions, please contact Lawrence M.
Noble, the attorney assigned to this case, at 523-4178.

Sincerely yours,

William C. Oldaker
General Counsel

"pop",



MEMORANDUM TO: C s N. Steele

FROM: arry Noble

RE: Loan from Pu$lic Service Political Action
Committee to Public Service Research
Council

On June 28, 1976, the Public Service Political Action
Committee ("PSPAC") loaned its corporate parent, Public
Service Research Council ("PSRC") $20,000. This loan is
listed in Schedule C of PSPAC's report covering the period
from January 1, 1976, through June 30, 1976. (Report
Attached). The loan is listed as having been repaid on
July 28, 1976, ia PSPAC's report covering the period from
July 1, 1976 through July 31, 1976. (Report Attached).
This is the only loan transaction between PSPAC and PSRC
that I could find in the reports.
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Citizens for Public Rights Con' rib)uths June 1:
£19" South Dayton June I
Er10 .4ood, CO E011O 1976 $885.00

Full N:,-'3. rn.I-3il rgl aCi- Z!? =.!- Pur'oa oi ExncdlurT {3"it f irmoI, Amountlt C c C" exlr

F1lorida Citizens for Public Ccntrol of Contribution
Governmont June 3P.O. Cox 1S35 1976 $1,000.00

Holly :ood, FL 33330
Full 1 13m, mdn Zelrl C:Iard ZIp Cod Cuz: Etitla One fmcn, A"Unt ct cnhcx~dEdwards in '76 Comittee I :*. v,) t thrl ,rt.

$500.00

bU North Portland Suite 313 Campaign contribution
... ...... ... J, ." ,, u . ous ) , 1976 $1.000.00

Nairm rlrnirUlirvi c r l~ Zj =Ca Purro-; at ExpandilUri D0 1!aOzr An own cf e--,O C---H i -S for Sn.to Comittee Capign contribuion v)
P. 0. Cox 623*5 at
Spartanburg, SC 29304 (S.C. State Senate) June 41976 

$500.00

S.jbzti of o ,diturcs this r, (opton3j)... ....... . ............ .. ................ ....................... I s 6,3 6. 00
l~,:1p ' ti Iarun * nl) . .... .... .... ... .... .... .... ... , '1 -0

June 4
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Nay cr

J ~ ~~ for Public ctro1 Jun? 15P.0. C0 3 5 
I 

97

Jun? ~16'011 1St Pc [~ :orth

C

--97----C$1 ,ooo. Cs
f~~~~~~~~~il ~ ~ ~ ~ ~ !)/ v-, T', er- r Ice i~r~~~o : r)x~i -0- $1,000.00

Public sorvice Pcsoac-ch Clouncj1 June 288320 Old Ccurtlhus, 2 rcad, Suite40 96 2,O0CVi Cmn3, V A 221 0 00 1976"______c
Full N~rj rr,;jIr3 CI':,.Zn ~ r::-2 f 

s~5m

"u Cc 3, n I U :! O

I.~~~~~~~~~ii~~Cy 
VC-3.)0 I ~ .3u~a ~ ~ ron

-0-

$20,000.00

S

S

Fwll N2-2, f i :: . ZIP :) f, Zr*,u ,,a c C et r-5--I 
-Ic~lr~:e.,d~y 

vc~rI

. 23, 3,00.ooS1,00 ~ s~,oTc zzI t i3 ri 

SZ 
~rbrooooooooooooooS 23000 S1,~ 0 22000.0~rrv out-I rding b.alne on Iv. to aparocr~ri Iin e of IurMM3ry 

_____________

L

I

-0-$1 coo. co $1,000.00

S20,000.0o
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) 'a I? C-. .,2=? cr C

Parl I • Ftectlpls

15 Contrbutons end Othir Income:

(a) Iiemited (u o Sthtluit A) ......................

ib) Untem z d ................................
Ic) Saend C~,Iteticns lnchluded Abo,,:

Lost by evwnt on rr nro C:hduli3 D (1 )

Id) Subtot31 of contritutions end oth.r inco.rr ...........

15 Loons and Loan flC, yrnents Fteceived:

fe) Itemi d (ue C:!t-dule A) ......................

(b) U n , rtw zed ... ... .... ... .... .... .... . ... ... .
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M ....... -0- . . 5

's 7 3. 75 1s3 912.73

s21 ,C 2.C0
..... P0 -...2 A_ .,
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-0-

S3 2.73
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Florids Citiz~ens for Public Catrol of %-ov '~gt

July 6 -A1,,
~ [ ilA1075 $1,*M0209

Poll Ibft". f31189g11110111 peoft
Public Sirvice Research Council MY. "YWP VUomfwa

8320 Old Courthause Roads, Suite 420
July 28

I1976 $209000.00

lco.a ~ .......
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Pull tione. emling adfend ZIP COW 0=9 (nmnk Amoum @0f ecd
dy, vW) rr-si;Xthis paved
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fil gm lot'4Zma paf ft.=% ef CMWWIhx om cm^nd Arm m a %
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A" Aftr, Ichican 43104 1075 1$1,Ci).00

Pws,.uwmuwuwsuw= Irtin Ad Ag".cy FWVmoat Eamaife Oawemimm AMAnmct 9 802
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833 Vnt 53rd Strost
r £1w .Cit 1vtr,,&1r 94112

San Fmnciscen For *. . eyy vW1
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Sen Franciscoo California .0lOS

--y. v-) ftwestbic

Friends of Peul Trible Ce.mpairn Contribution uly 26,
P. o. Cox M-37 (U.S. Hous)
fmort v"s, Virginia 23505 1976 $1,AM

.0..9................... ....... . 6,%$71.C0
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Amount of Crl01nst Cumut:iiv" PMvn:nt To

m:nt, C rPrcmi: _ _ _

CIutvninlj CtLncj
C::2 of T h! :rlcd

mi : nj a Zi? c:;3 - r,c i :ur3 at C ~: ~ ,~

FOCd3 Citizcns for Public Cotrol r<,,id

0 Ju' ty 6,
of Coverr7-,nt 1075

P.O. Cox 1M§5 1oan3," Jun 15,1976

-0- -

__________________ I
r w :o1(i. 1000.00 -0- 1,Coo.CO

Citizcns for £ur Cu- iG,

Dillins, 3t.n ) £0___

S~rv Con i e4y:2, ro u,00.O0 20,000.00

lublic Service rese-rch Council July 23,
8V20 Old Ccurtft!u-e Pd., Suite 430 1976
Vienn-a, Virginia 22100 hun ,

L202, 1 76_________________

tFvI Nrn? ft. n g cl. r:crC.iJ Z:?cv:t, c-,d r3*wro of I: ~
d-Y N.c--r)

i -tn% rr. :ifir-2 V :r rzr,-,j ZIc:d1. crd n'iura of C3.1 (monh,- _

cb;licn  
d y' ycr)

1 F: t M~r7-,, rk.-ii.3 cidrc-iand 2IP c.Z3, CI.rl nturja of C!2 (month, ,-C ¢ lt,, l d! y, ycor)

I 
jinr ¢ ZIP c-.d3,cr: s j? r uro of O*e (r-3.n, It, )S

3d, ycur)

c , r I Z:] j$ c, J'j-, C c, D d rI u, r e0 D)t (month, $

thisP-=, c, ., 1%.PO,,Optio nalo ,r .......................... DO S22 3000.00 IS 21 000.00
Tr-0'- ,i r-ii-1 ll.-I r-j r! w ,-.-:,cnly) ....... . ..... . ! e 1 22,000.00 t 21 ,COO.0n

Sl 1,000.00
13 1,000. 00
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PuBuic Smivicz PoimcAL ACTION Coxnz 1309
~~ 8320 OLD COURTNOU8Z ROAD. SUIT 480

VIENNA. VIRGINIA 22180 sr
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10 78 17

: IODEROUnited States Treasurer -

~ -,.,~.'Five hundred and no/u------- DoLLARS

FOR ayMqent of conciliation agreement 1M AqV1 t
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FEDERAL ELECTION COMMISSION
1325 K STREET 0MW
WASHINCTON.D.C. 20463

August 4, 19769

David Y. Denhoim
President# Public -Service

Research Council and
Chairman# Public Service

Political Action Coiinittee
8320 Old Courthouse Road
Suite 430
Vienna, Virginia ,22l8O

%0 Res 11M 51 478)

Dear Mr. Denhola:

The commission voted to accept the conciliation
agreement you signed as President of the Public service

- Research Council anid as Chairman of the Public Service
Political Action Coxmittee. A copy of the agreement is

O enclosed.

The one thousand dollars in civil penalties;.pz~vided
f or in the agreement should be sent to this officeand.
made payable to the United States Tesrr

If you have any qustions,# please oatwt Jay 5. '
IMyerson at .(202) 523-4178. ic

william C. Old.]
General Counsel

Enclosure
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33FORZ TEE rUDEMRL BELUCTIOS COSSIZSSZ

in tUO Matter of)

PVublic Service Research Council, ) UR 514(70)
Piblio Servioe Political Action )

Committee

This matter having been internally generated from reports filed

by the Public Service Political Action Committee ("PIPAC), and

"investigation having been conducted, and the Camiasioa t"Wipg

found reason to believe and reasonable cause to believe that

* respondents Public -Service Research Council ("V8W"') andtIA

* violated 2 U.S.C. S 441b.

Now, the respective parties# the Federal Election Comission

Cand rempo'dents PSRC and PSPAC, having entered into conciliation

~pursuant to 2 U.S.C. S 437g(a) (5), do agree as follows:

I. That the Federal Election Commission hos jurisdiatton

over respondents PSRC and PSPAC in the subject msatter of this

proceeding.

II. That respondents PSRC and PSPAC have had a reasonable

opportunity to demonstrate that no action should be taken in this

matter.

111. That the pertinent facts in this matter are as follows:

A. Respondent PSRC is a corporation.

B. Respondent PSPAC is a separate, segregated fund

within the meaning of 2 U.S.C. S 441b.



ii -4

*4[i'. ...

'4

j* .Y%

II. That to conclude this matter, PSRC and PSPAC will.

each pay a civil penalty of five hundred dollars.

4-.

C. On June 26, 1976, PSANC ioamm twenty t3*oqim

dol lars to PSEC on the informal advice of 0Ocqanee Ath'

loan and its repayment did not Oonstitute a violaMpn th

Act.p

D. PSRC repaid twenty thousand dollars to P*WACn

July 28, 1976, from the general revenues of PSRC.

E.* The repayment was accepted by PSPAC knowing .Vt

the money was given by PSRC.

F. The repayment to PSPAC was not intended for.-aMy

specific purpose.

G. The twenty thousand dollars was subsequent*~ased

by PSPAC for campaign contributions-which were made AiII,

connection with Federal elections.

The respondents PSRC and P$PAC agree:

I. Thay they do not contest the Commission's a n4I2*imi

that 2 U.S.C. S441b prohibits a corporation, such ats

from transferring funds to a separate segregatedfn

within the meaning off' 5441bo such as PSPAC, even 1000b~ae
a transfer constitutes a repayment of a previous loan, 'A"

that from the date of this agreement said respondents will

not transfer any money from PSRC to the separate so~regated

fund.

N

0

0W

i Wil -



3

aft"I Con2ditions

Z. V0&q Coission on request of anyone filing a ota

uner 2 U.S.C. S 4379(a) (1) concerning the matters at issue ezAa

or-on its own motion, may review compliance with this aqen. if

the Cmission 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*

11. It is mutually agreed -that this agreement shall boom*

4effective as of the date that all parties hereto have eaouted

CP so" and the Commission has approvedw the tire agree~

General Counsel
o Federal Election Coissit'..

President
Public Service Research 60""cil
and
Chairman
Public Service Political Action

Committee
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aUFORE THE FEDERAL ELECTIOW C~hhISSZOW

In the Matter of)

Public Service Research Council)
Public Service Political Action)
Committee

Ma. 514 (76)

CERTIFICATION

I# Marjorie W. Emimons# Secretary to the rederal

Election Commission, do hereby certify that on July 26,

1978, the Commission determined by a vote Of 5-0 to

adopt the. recommendation of the General Counsel to

take the following actions in the above-captioned matter:

1. Approve the conciliation agreement
attached to the General Counsel'
Report dated July 21, 1978.

2. Close the file.

Comissioner Thomson was not present at the tie

of the vote.

Date: Marjorie W. Emmons
Secretary to the Commission

Report signed: 7-24-78
Received in Office of Commission Secretary: 7-24-78, 1:52
Circulated on 48 hour vote basis: 7-24-78, rt30

'0

~0

N



:~;
~

I ~

-~ ~4

~.

*1

Ali.

-S5



3~~S~~I~~ thJAf 3e t

July 31, 1978

I5te Matter of

I~li SeVic* Research Council ) IR 514 I
?bio Serwice Political Action)

Comidtte

Gneral Counsl$ a eport

This matter was internally gianerated from reortts

filed with the Comisxion by the Public Service ? t*

qO action Coamittee C" PSPAC"*) which identified a loon. t

W WUW tothePublic Service .eeac CA unil(RW

Nq twenty thousand dollars, and the repayment of that loan

one month later. On March 1, 1978, the Comission found

reason to believe-that PSRC violated 2 US&c. I 441b by,
0 ttatrring ,to PSPAC the twenty thousand dollars, t'ot

C) PS violated the law by accepting the, transIfe SO"P"'

ft 44 mil e 1,2398, the Coission "eamne thatthr 7

I reasonable cause to believe that PSRC and POWA had viowtd

the law, and the Coummission authorized this Office to,

transmit conciliation agreements to the respondents. The

proposed agreeints were mailed to respondents on June 6, 1978.

Representatives of this office conferred on two

occasions with David Y. Denholm, who is the

President of PSRC and Chairman of PEPAC,, in an atteupt to reolve

this matter through the informal methods of conference, conciliation

and persuasion. The respondents have approved the atpe



conciliation agreement,, in which they state that they- do J~k

contest the Commission's conclusion that I 441b prohibit#.

the transaction here at issue, agree not to make such twa0tw.
in the future and agree to pay civil penalties of five hubldre

dollars each.

DISCUSSION

The Commission's theory in this matter is similar to

that adopted by this Commission and the United StatesDistrict

Court in FEC v. AFL-CIO, Civil Action No. 77-2147 (D.DC,

June 12, 1978). In that case, the separate segregated fvmd

made twenty-nine transfers to the general treasury, involving

over $700,000,, and there were nineteen transfers from tho,

general treasury to the separate segregated fund, involving

- over $390,000. These transactions occuvredcver a seven year

operiod. The court held that the transfer of money from the

general treasury to the separate segregated fund was prohibited

by I 441b and it imposed a civil penalty of $10,000.

Here, we are considering one loan and its repaymet a'

month later. The respondents have agreed not to make such

transfers in the future and have agreed to pay civil penalties

totaling $1,000. Prior to making the transfers, the respondents

were informally advised by counsel that the transfers were

not prohibited by I 441b. It should also be noted that almost

from the outset of this matter,, respondents have professed that

they desired to resolve this matter informally,, and have

cooperated with the Commission's counsel towards achieving

that goal.
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RECOMEISDATIOM

we ~godthat the Commnission approve the attache4.

concil1iation agziweof 96t. Close the f ile.

General Counsel

0

V%

wO0



3zv03 YN FDER L ETION COMSICE

ZA the Ratter of

#ubioservice Research Council# ) UR S14 (78)
public Service Political Action )

Committee

This matter having been internally generated from reports filed

by the Public Service Political Action Committee ("PSPAC"),, and

investigation having been conducted, and the Comission having

found reason to believe and reasonable cause to believe that

Srespondents Public Service Research Council (OPSWCO) and PIPAC

.V violated 2 U.S.C. S 441b.

0:%'? Now, the respective parties, the Federal Election Commission

anmepnetoPRmn SAhaigetrdinocniito
0 n epnet SCadPPC hvn nee nocniito

pursuant to 2 U.S.C. 5 437g(a) (5), do agree as follows:

1. That the Federal Election Commission has jurisdiction

Cover respondents PSEC and PSPAC in the subject matter of this

K. proceeding.

II. That respondents PSRC and PSPAC have had a reasonable

opportunity to demonstrate that no action should be taken in this

matter.

III. That the pertinent facts in this matter are as follows:

A. Respondent PSRC is a corporation.

B. Respondent PSPAC is a separate, segregated fund

within the meaning of 2 U.S.C. S 441b.



C. on June 26; 1976. POWC loaned tweaoty tho iii~tA

.Aollars to PBRC on the informal advice of counsel that the

loan and its repayment did not constitute a 77l~* % h

Aot*

to,

D, PSRC repaid twenty thousand dollar* to.. C

July 28, 1976, from the general revenues, of PSAC.

E. The repayment was accepted by PSPAC knowing that

the money was given by PSRC9

F. The repayment to PSPAC was not intended for any,

specific purpose.

G. The twenty thousand dollars was subsequen'&ty ued

by PSPAC for campaign contributions which were made Ina

connection with Federal elections.

The respondents PSIC and PSPAC agree:

I. Thay they do not contest the Coin-iss ion' s conclusion

th~at 2 U.S.C. S441b prohibits a corporation, suchasPw

from transferring funds to a separate segregated fuMn

within the meaning of S 441b., such as PSPAC, even when Suft

a transfer constitutes a repayment of a previous loa, and

that from the date of this agreement said respondents will

not transfer any money from PSRC to the separate segregated

fund.

11. That to conclude this matter, PSEC and PSPAC will

each pay a civil penalty of five hundred dollars.
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General jConditions

I*16 Cwission on request of anyone filing a ooW1a-st:,

under 2 U.S.C. S4379(a) (1) concerning the matters at 140n* birein,

or an its own mtions may review compliance with this arut

the Camission believes that this agreement or any requirement

thereof has been violated, it may institute a civil action tor

relief in the United States District Court for the District of

colmbia.

UI. It is mutually agreed that this agreement shall become

effective as of the date that all parties hereto have ezawated

same and the comission has approved the entire agreet
Gb

William C. Oldaker
General Counsel
Federal Election cowaxission

President
Public Service Research ComCi1
and
Chairman
Public Service Political Action

Committee

Date

0P



FEDERAL ELECTION COMMISSIN
1325 K STREET N.W
WkSHINGTON,D.C. 20463

USDRUDUMTO: File

1~SImichael A, Levin

UConciliation Agreement rv~vQ. w.

F.E.C. attorneye Jay B. Nyerstone and IZ Ust with

-.Uvi4 Denhoime President of PSIC and PEACop-today at

'134S boars at the Madison Motel in VaahiLaqtes, .0

Jay and Mr.* Denhoim discussed POPAC andP15R'

response to the F.B.C.'s proposed conciliation ag*e-*

awit

Jay explained to Mr. Denhoim that any a~m

reached would be subject to final approval by tb#

sisin. Mr. Denhola indicated that ho mtOed1

that' Jay did not possess the authority to make *-f Anal

binding agreement between the F.E.C. and PO.OS.C.

Denhoim' s counter proposal'included in the fact

section an addition that said that PSPAC loaned

$20t000.00 to PSRC "on the informal advice of counsal

that the loan and its repayment did not constitute a

violation of the Act."

Jay indicated that he had no objection to this

addition and that he foresaw no problem with the

Comission approving it; but again he mentiond ,that

N"

AW,
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It~ was subject to Couission approval.

The next point of controversy was over t
004e by the POW on page two of their prosd

tic geeen Tephrase in contention is N .

because the funds loaned were not kept separat.
'1," *o funds."

4.I
WOIE:Denhola indicated that he wanted this

to open up a possibility of a loophole
If the violati.on occurred because tho;
loaned were not kept in segregateda g
it would mean that if they were kept Lnt.
gated accounts then the PSRC practice,
not be violative of federal law.,

Jay indicated to Denhola that it was
tat the Comission or the General Counsel

-this change. Denholm appeared firm in his sa.4;)

Maintain this language but he also appeared tftsUY_.

against litigation.

This one point seemed to be the motoa

adperh~aps the toughest to work out.

In discussing the finei, Denhola said tht**

not aware of the word "each" in the PSRC prolpos".

,conciliation; meaning $500.00 for each organizotio_

Be said that if he had been Aware,, then he would b"V~

offered only $250.00 each for a total of $500.00.

Denholm agreed to pay $500.00 for PSRC and $SO*,*

for PSAC for a total fine of $1000.00.

The F.E.C. asked for $1000.00 each for a tot"l

fine of $2000.00. Jay said that he had no prob4o.w4*

DenhlM's $1000.00 offer and that he would

q~roval in a closed Commission meeting.4
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RUOMDtM "t: MlR 514 (78) File

Fr31M Jay B. Myorson

SU&JzCT: June 27, 1978 Conciliation Neti*g WA,*
David Y. Denhol*

DATh: June 27# 1978

Present' at Seating:

David Y. Denhoim Jay B. Rye rson Michael Levin

At the outset I explained to Denhoim that I Cangpt bind
the Comission, just as his attorneys cannot bind.hJ

*Denholm, presented me with the attached propound wcamiliation

K ~agreement (Attachment A). It varies from ours*A aht5
in the follwing particulars:

1. p.2, item C adds mon the inforu4, -~of

t4 violation of the Act".

2. p.*2, agreement I - adds the clause Obeoause the
0 funds loaned were not kept separate from other funds"

a3. p.3, agreement II -- reduced the amount of the
civil penalty to five hundred dollars for each group

4, p.*3, agreement III -- added the phrase *without
C keeping the funds separate"

0 5. Oitted condition 1.

Denhoim felt that changes 2 &A4 were appropriate *$Ace the
problem ste mme d from lack of segregation. I rern tGet
although I noted that this might be resolved byreuain

Denholm, wanted to delete our first general condition
because he wanted the Commission to have to go through 'the
various findings. His concern was that he might be binding
himself for too much prospectively (such as S 441b as it
applies outside conuingling). Resolution would be to tighten
the language in General Condition I or in the last Clause, of
Agreement I.

I said we I'd consider the lesser f ines . (he *eeed
"surprise" that it said "each", conuenting that if he had seen
that term held have lowered the amount to $250).

I stated my timetable for Denholm, Bill and I to, .91 as
Friday.



LIC SERVICR
Suie 430 0 68M OWd Couithaws" s

ADVIORY VCOUNCIL0

CAff

law# "

June 16, 1978

Jay B. 14yerson,, Esquire
Federal Election Comission
1325 K Street, N. V.,
Washington, D. C. 20463

Dear Mr. Ryerson:

Hwu

DR.LL RUSSELuc

- N -eAw

MON. DAN MAWU

AMAL10W* L MCCAIN

DR. AiWMW
Haki m111emu*

11168b

HUNRV iWiAvr

LWAW As*b

Re: M4R 514 (78)

Enclosed is a counter 00." O7wJsbs w#Xte
agreement.

You will note that I leot yoeftjiom sbsa ally in tact,
with minor additions, delftims, #ad modifications.

I hope that we can personally get aoehe n this to "e**IV*
any outstanding difm c ont$ mtter in the ar 040"e.

I have a decided p"jdc g Iut meeting- in VIPC!'w offilmsIf you feel the so"e "U etigm f~eIWl rag
a neutral meeting place.,

LSi elyyus

a Y. enh o
President

Enclosure

DYD: dhb

n-



in the miatter Of

S~ 10 Bervico Research Council, )MUR 514 (78)
ioSeice Political Action )

CONCILIATION AGREEMEN

This matter having been internally generated from rports

Stld by the Public Service Political Action Coumiittee ("?SPAC ')'

* investigation having been conducted, and the Cowissio havin

,J9oqad reason to believe and reasonable cause to believe-thatI ~ ~~ouentsPublc Srvice Rtesearch Council ('PRIC*. wad m

v'*olated 2 U.S.C. 1441b.

Novo the respective parties, the Federal Election Corn-

"esion and respondents PSEC and PSPAC# having entered into con~

Villiation pursuant to 2 U,.S.C. 1437g (a) (5), do agree as follow*;

I* That the Federal Election Ccias*'sipAn h as Juri4a4tion.

errespondents P83C and PSPAC in the subject matter of ti

t% roceding.

11, That respondents PSRC and PSPAC have had a reasonable

Opportunity to demonstrate that no action should be taken in this

matter,

III. That the pertinent facts in this matter are as

follows:

A. Respondent PSRC is a corporation.

B. Respondent PSPAC is a separate, segregated fund



Oitb1 the meaning of 2 U.S.C. *441b.

C. on June 26p 1976, PBPAC lOansd tW*AWy

_4Urs to PsR~on the informal advice of counsbl that'

AUe repayment did not constitute a Violation Of the

D. PSRC did not keep this money separate f~c P83cc

oo~oate funds.

R. PSIC repaid twenty thousand dollars to MAfC' on

o~ji 26, 1976, from the general revenues of ?SRC.

F. The repayment was accepted by PSPAC knowing 'that

temoney was given by PSRC.

G. The repayment to PSPAC was not inten4*G Mar:",
'77

Speaitic purpose.

H. The twenty thousand dollars was subsequestly, used

- yPSPAC f or campaign contributions which were made in -oncion,

0 wth Federal elections.

The respondents P51W and PSPAC agree:

I * That they do not contest, tl .on*o1eoll

O tat 2 U.S.C. 1441b prohibits a corporation# such asa P8IC, aV4 a

separate segregated fund within the meaning of44lb, such as PSPWC,

from transferring funds to each other, even when such a transfer

constitutes a repayment of a previous loan Lbecause the funds loaned

were not kept separate from other funds and that from the date of

this agreement said respondents will confor their condubt to the

~isson'sinterpretation of 1441b as set out in this pstr~aph-

and in all other respects accept the interpretation as the aorroct

and binding statement of the applicable law.

'Ari"
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eachpaya ciil en~t o{iv* wdI

eat pa ii mutally, agWd 60tti1a~ea sa1bc

io featie tasof ter frmate fo that al atsheo thav eeuaodsa

ands thep Coiin thas appurodte tr arm

QOGenera coodition

o ~~~pederal ZlectionS sio

Date [DaVid, Y.D~h
IPresident
1Public Service Research Council
Iand
IChairman

L Public Service Political Action
CoMmittee

1-k
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PEDERAL ELECTION COMMiSSIN

TO:

0$K STREET N.W.
*~1INGON..C.20463

CHARLES STEELE

MARJORIE W. EHMWtS

514 (78) -Interim Conciliation Status Rprt
Signed: 6-22-78, Received Oft OC$'

~h~~pv-m~t~oeddocument was circulated on a 2 oi

4Wio~bction basis at 9:30 a.m., June 23, 1978.

Asf 10:30a~.

w ,iitht Office
A

this date, no Objections ha-ve

of Commissiton Secretary to the-

a

(II)

been

I*,tevlm

*i A

'AW41,
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in the Natfter *,f

POWli ewqe, *Im
Public, 5ewvi& ?l

there is reasabie,

Research Council (e.**

Political ActiofiCt

action a41"4,41

authorized tieanast4

to PSRC and ?SMCii VMhem

Besponnts 021Juni0 6t ~7

On June 15, 1970 J 5 #qO. b

attorney handling this -te-

vbo is the hzecuti.ve Viae*~l*t~P

of PSPACF for a ropons to,-

~IL ~&

-~

0
p.

IC~

0

C

~~'A ~

II

A

ti



00200 * 12

bring the decision in PEC V. AFL-CIO, Civil Action Noj,.

77-2147 (D*D.C., Juz1o 12, 1978), to Denhola's attento*.',

Denhoim, who was familiar with the ArL-CIO decision..

reiterated his desire to resolve this matter expeditiOU6111'

and informally, and stated that soon he would beseia

the Cosumission a counterproposal. Denhoim also expressed-]"

his belief that conciliation involves negotiations and th&

his counterproposal should not be viewed as his final

position.

Mr. Myerson will again telephone Denholm if the

counterproposal is not received by June 22, 1978.

c

General Counsel.

40



9 ~FEDERAL ELECTION COMMMSIO
1325 K STREET NCW

WAUHNGTONDC. AV

CERTIFIED MAIL
RETRN RECIPT EQUESTED

David Y. Denhola
Executive Vice President
Public Service Research Council
Suite 430
8320 old Courthouse Road
Vienna, Virginia

Re WR51 46
Dear Mr.* Denhoim:

on June 1, 19781 the CONeission found. reaoa
cause to believe that by transferring funds between the
Public Service Research Counail, (*PSRC*) and the Public
Service Political Action Cmittee (PSPAC)t POIC and,
PSPAC violated 2 U.S.C. 5441b# which requires that
political action funds be strictly segregated from ow-
eral corporate treasury funds Tis pr~ iiCW.j
commingling was spec if ikuly, leon~Gi P1 4,~
Local Union No. 562 v. tJa4t..O_~ats 407 U157OC2)

Pursuant to 2 USC f~~)(~() ~ ~~eo
shall make every endeavor fh a0eido1nt3~ta 30
days to correct..,*such violain' by Informal mesthos ft6
conference, conciliation and persuasion**'. Please con-
tact Jay B. Myerson (202/523-4163), the attorney assigned
to this matter, to set up a mutually convenient tine, to
explore the possibility of resolving this matter informally.
Towards that end, a proposed conciliation agreement is
enclosed for your consideration.

This investigation shall remain confidential unless
waived by written consent of the person receiving such
notification or the person with respect to whom such
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investigation is made. 2 U.S.C. S437g(a) (3) (B).

I look forward to an early resolution of this mat-
ter.

4 inrly yours,

William C. Oldaker
General Counsel

Mo4 oI" a

awl"s N



".efore the Federal alc~~Cw~.o

U11 the Mtter Of

~~'iO Sevice 'Research Council, ~(5
= aService Political Action )

Conciliation Aroomn

This matter having been internally genematd from reports

:filed byL the Public Service Political Action C=4ttee (f'PSACW),I
* ad inves6tigation having been conducted, ,aad tIWCi1io vn

ftmd reason to beilieve and reasonable cause to beslieve that

fk revondents Public Service Research Council ('PURCO) and PSPAC

-violate~d 2 U.S.C. S441be

Now# the respective parties, the Federal E)L*ioa Camw

mission and respondents PSRC and PSPACv having entered into gonoilia-

i pursuant to 2 U.S.c. S437g(a) (5)# doarea olw

1. That the Federal Election Comission has jurisdiction

over respondents PSRC and PSPAC and the subject matter of this

proceeding.

II. That respondents PSRC and PSPAC have had a reasonable

opportunity to'demonstrate that no action should be taken in this

matter*

111. That the pertinent facts in this matter are as

follows:

A. Respondent PSRC is a corporation.

B, Respondent PSPAC is a separate ses"eoted Iw



lVithin the meaning of 2 u.S.c. 544lb.

C. On June 26, 1976, PSPAC loaned twenty thousand

dc~lars to PSRC.

D. PSEC did not keep this money separate from.

'PSSC's corporate funds.

E. PSRC repaid twenty thousand dollars to POAC

onJuly 28, 1976, from the general revenues of PSUC.

F. The repayment was accepted by POPAC Mnowing thiat

07 the money was given by PSRCO

G.The repayment to PSPAC was not intnd r any

specific purpose.

H. The twenty thousand dollars was subsequently used

0 -by PSPAC for campaign contributions which 'were made in connection,

0 awith Federal elections.

The respondents PSRC and PSPAC agree:

I. That they do not contest the Comission~ melxin

that 2 U.S.C. 5441b prohibits a corporation,-such as PSac,o end a

separate segregated fund within the meaning of S44lbe such as

PSPAC,, from transferring funds to each other, even when such a

transfer constitutes a repayment of a previous loan, and that

from the date of this agreement said respondents will conform their

conduct to the Coummission's interpretation of S44lb as set out in

this paragraph and in all other respects accept the interpretation

as the correct and binding statement of the applicable law.

II. That to conclude this matter, PSRC and PSPAC

will each pay a civil penalty of one thousand dollars.
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III. Respondents PBRC and PSPAC agree that they viii'

not make transfers from one fund to the other in the future*

General Conditions

1. The Coummission on request of anyone filing a

complaint under 2 U.S.C. S437g(a) (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

0%, a civil action for relief in the United States District Court

for the District of Columbia.

N II. It is mutually agreed that this agreement shall

become effective as of the date that all parties hereto have

executed same and the Commission has approved the entire agremet.'

Date William C. Oldaker
0' General Counsel

Federal Election Commission

Date Carol Applegate
President
Public Service Research Council

Date David Y. Denholmi
Chairman
Public Service Political Action

Committee



BEFORE THE FEDERAL ELECTION COMISSION

in the Matter of

Public Service Research Council,
Public Service Political Action

ComitteeI

MUR 514 (78)

CERTIFICATION

1, Marjorie W. Emmons, Secretary to the Federal Election COumtston.

do hereby certify that on June 1, 1978, the Commission determinied by a

vote of 4-2 to adopt the recommendation of the General Counsel to take

the following actions in the above-captioned matter:

1) Find reasonable cause to believe that the respondents
violated,2 U.S.C. Section 441b by transferring and
couiingling political action and general treasury funds.

2) Authorize the transmittal of the letter and the
conciliation agreement attached to the General Counsel's
Report dated May 26, 1978.

Voting for the determination were Comissioners Aikens, Springer,

Thomson, and Tiernan. Commissioners Harris and Staebler dissented'.

Marjorie W. Emmons
Secretary to the Conuission

06

r*41

Date 
ftRI'm
A



May 11L, 3974,

ZRthe MtterW Of

iU, erie serhcouncil,?
-lc Service Political Action

Cannittoo

M~R 514 (78)

geneal -Counsel' a t

This Ratter was internally generateod fromweotst
x0.ipts -and expaLtures filed by the Public: Serioa volitiel
AGtiou cmmlittee (OP8PAC ) which ideptifiled a loan from ~PC

the Public'8ervice Research Council ("18wN) of twenty thousand
a 0ll1ars, and the repayment-of that loan one aonth-later fto
S*tilh 1's 1978, the Ccmmisaion found reason to boeliwe that #

ao*e the Act by giving PBPAC th* twenty townd. #

thatPEPAC 'had violated the law by accepting the' paymet, gno PRC*
we sent letters to respondents on March 7, 1978# notifying them-
of the Cosuission's6 action and requesting additional information.

Initially, Mr. David Y. Denhoim, Executive Vice President

of PSRC and Chairman of PSPAC, wrote the Coimission that they would

naot provide the requested information until after the Comission

explained how they had violated section 441b (a) of the Act.Y/

y&copy of 1 SPAC7s uly 7, 1976 report, which lists the loan,is
attached (Attachment *A"), as is a copy of PSPAC's August 3, 19M
report, which lists the repayment (Attachment ').

3f/etter from David Y. Denholm to William C., O14411 A$w~ && #3



Laxwy Noble, the staff attorney then handling this matte,41

phoned Denholm on March 16, 1978o at which time he extp1lia4
to Denhola that the transfer of money from the council tW '.

violated the requiremuent that the funds of political action'

omuuittees be strictly segregated from corporate treasury t!umd*AY
and he referred Denhoim to our lawsuit against AFL-CIO. Denho3m
decided that he wished to confer with counselV4 and stated.""a
he would return Noble's telephone call later that day, whib 'he
did, During that subsequent conversation# Denhoim, advise4, Isbl

~,that he felt the matter could be resolved informally and tbiat
0w@~he would respond to our questions as expeditiously aspebe.
'Noble indicated that we would commuunicate with them after reviewing

the materials they would provide and prior to submitting a report

to the Commklission.W
On May 8, 1979, Jay 3. Nyerson, who succeeded, fob3l* '4

othe staff attorney handling this matter, telephoned Mrs De"i02js.
BM ()kMyorson inquired whether the respondents had any additional,

K information to submit. Denholm stated that he believed they had
responded fully to our questions, that the occurrence of the

transaction was not in dispute, and that if other material was
needed, he would furnish it, as he wished to be responsive.

V Denholx- stated that before the initial transfer of money, counselhad advised him that the transaction was legal.

I/At the outset of the conversation, Noble inquired whether, Inolhad counsel as to this matter with whom we should confer., eblstated that he preferred not to proceed with counsel at this stage.

W~e received Denholm's response on March 22, 1978.



nm reiterated his desire to resolve this matter infocersa-l#

Respondents' Position

The fact that the transaction occurred is not In

dispute. As was noted above, the NUR itself was generated fio

the reports filed by PSPAC. The respondents contend,, howwwo!Ff,

that they acted on the advice of counsel, that any violation of

the law was inadvertent and that they wish to resolve the matter'

informallyN!

SLegal Thery,

This matter is proceeding on the same theory as0 *Aat'

adopted by the Ccommission in AFL-CIO; specifically,, thatlthe 'Aw

Sas interpreted by Pi22fitters Local Union No. 562 v. Unie

States, 407 U.S. 385 (1972) and Boyle v. United States, 157 U.S,

0 App. D.C. 166# 482 F.2d 755 (D.C. Cir. 1973), requires that

qpolitical action funds be strictly segregated from general

treasury fundsl that once coxmingled, it is L*4ossible to ts4i.

which funds are being expended2' and it may be presumed Ithat

prohibited funds are part of each expenditure from commingled

funds. Here, the money from PSPAC to PSRC was commingled with

PSRC's corporate funds.!! Commingled funds were given by PSRC

§/They have also sought -to reserve the right to present a legal
brief supporting their belief that no violation of law has occurred,
letter from David Y. Denholm. to Lawrence M4. Noble (March 17, 1978)
(Attachment "C" at 2).

2/Section 441b(b) (2) of the Act permits the use of general tresowy
funds for three politically-related purposes. The money giV"nb
PBRC to PSPAC was not intended to be used for any of these rpas
Letter from David Y. Denholm to Lawrence 14. Noble (March 17, 1#7$)
(Attachment "C" at 1).

$/Letter from David Y. Denhoim to Lawrence 14. Noble (March li, )
(Attachment 'C" at 1).



to PSPAC, PSIAC subsequently uised those funds for~ oee W

9/contributions.- Thus, the twenty thousand dollar p~ t b

PSRC to PSPAC was a contribution'or expenditure by a ,
corporation to a separate segregated fund in violat16 "6f

2 U.S.C. *441b(a). Similarly, PSPAC's acceptance Q te

funds violated that provision.

Recommendation

The Commission should find reasonable cause to: bOZ&*
that the respondents violated 2 U.S.C. 5441b, by trabohd *48g

t6 and commingling political action and generalteu si.

The respondents have offered no explanation or evi4

demonstrating why no action should be takeni quite U* 00,

CV contrary# although they have attempted to reserve the right to

mm subsequently submit a legal brief supporting their belief

O that no violation of law has occurred, they'.do not ~~

that the transaction occurred and they haveepes
C desire to informally resolve the matter, a pbsitio.he

reiterated after having reviewed the pending litigation-1'

against AFL-CIO.

We further recommend that the Commission authorise

the transmittal of the attached letter (Attachment "DO)

and the attached conciliation agreement (Attachment 090).

Dat' t\ 16
General Counsel

9/Letter from David Y. Denholm to Lawrence M4. Noble
Tl/arch 17, 1978) (Attachment "C" at 2).

-4, 2



S

I~ ~~ 0 :04349010C~.oj) fcuI UZICW

$Raab ft P nII_

I C' r. a.
U B. ~ **~3~FU

I ,j~ ~

I,.

U,
47

N1

~0,

Og

0?

g
0

(
0

I

I:

h I9 01Iave omne 60 .- . la-.m m wjga b'. sotoo*crcrand complete

ei 1 ewe 
a" 

CC"ed.
%" .v onof falts. ef6u of, Mecemm oft" s $%*I" ggt he Pawn. "4l ol epw 'th p g "~4O

ISO.S t wost estp of flml.

Fce'Irtl El:anf ComN"Wwe
1325 K Wee. .tW.
wbwe31oss.D CIA 2 - lb ~ *~..

V

co

Is 4 f

$^?Ac* Poiics M4~tta~ k.uUg ft ca0a= IOI

M. Old1 Cetr.--02 rI:d,. Sutitn Its 0~ PvYutoewfmu

Id0 atusu~m#mu
Id C) ii *~~6c 0ii o -A ft o * *a b e t f e

#amPvw sgars~i swe of

I ~1hea jet ~lfin......... ... ... . .....

.......... . .. . . . . . . . . . 3.7,153s"~

$*"a wU~t Offndulm knt4 .... . .......... 29,306.00 .eoa ft$0

19 son ftmeaslsftsh ofsfgPW~ ON ............. 7,767.8 LI7RA7.

21 ftovti%.v??d 411 -e* "-f 20 lt* twifted 111lush ft*ML'd MOit ........... ____ _________

CA-,.n alm~ To P ~dsia aCwASWW=I tttesigo fadval Fund:s)

-12 OMevtR2 ext:totures Itromn line 20) ............. M A ........ ........

13 Lmn A~tf rds and Actclt. 4fromn lint 17)..................... NIA................S

14 1al Eap.144u subject to limitaion .. . . .. .. .. . . . .. . . . . .

ItA Eageodwen brn prow Yoe: Subi- to hfmaatOo . .. . ..../ A.. .....

Id Total enmrihlturC, Sublecl to l'.mtalir ........ N/ A...... ......

few fenr=~
Inteanwift .y ~

Ab

.J

Wob
T

I



a ~ 4
'5

S

3 A
C16

w C. r rio

CcC6
~ ~ Cc?

ItS1J

lumlimb AouWWls 4Saf cl

tolls, -it Avm.%j tftewo

IVA eilo/

p,~~~~~~~nt Vallmd seufi~SO#i

14. wI wuOpRsu

V016ie6pS DIM Of bint Oupus

ZItee fa 1712 " waf
IA.I OSWov-ftlw.... 0. #.ft 621

fullP~z-*.WQ"ad&= w ZI ;.s O twept .Awew" un

C3 Choc% C.,nttsbum to woormosoved
Aa.3Ms VeN.S~. ) J

S,Iog u ceIs ofg 4e . .. .. ..... ... . ...... ... 90 o .0

I-

Imw~u~

C

C

4.

I114 thi *:rdW :. hsL. -M;a M ...

A , , ..

ie'31



ow

.bO~ 0

*,ss~wi sess.
~ *38eb

- ~

lt tf~2.2,2.Codloi 21 of M~ on F=

"da t* '
gigZ3w~t

ftblic S~,rvigo Political Action Co~itte#

3011hest Avema rarth 1
Billings. HT 59011 Sooo

Florida Citizos for Publifc Control of G
Nllywcod, FL 3W22 LS Jun 15

'Citis for Murmr. Lou3)1 First AvnsWotIfings. 1f 59101 196$1941 0

Public Service Reosearch Council jt~m ""WA *-
20 Old Courthouse Road, Sutie 430 Loani ami 28

Vienna, VA 22180 j1976 $2,0 O. 0

dav. vwls

[FwilNw. M044ofein Sd ZI $D Pasemofem Spemmde .0Mg o

Iw WW wo Vl

tal u of 0. . . . . . .. . . .. . . . .

~ g 6~ml~grlhtgp.g~g 3 ~ . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . .. I*

.~-..... '.4..,.

"T.

[



I

I

8:bodub* 0
Awuuy 10:6
te.,004 Cnolt.umfp
11I t t"1114s. to.
w3..:tss. D.C. V4611

N0

inia 5n-ood0t1o0
CCz~OX0P cd70101(n, IL00o59 cad Tracoorti

C07 LIC03 Me 21, '22, Wn/o 23 Of FEG Foro 3
.. -- -

PulcSorvico Political AP.44,en CCr~waitt0s

C&Ampign contribution
(U.S. Hlouse)

.soos for' Cenro~s

Texarkana, TX 75w01

p..,.N WE ft""oap Pisof £M w0M
Fulk for Cengross CampaignM contributionP. 0. e". 145 (..R *Clarind3, IA 5132(.SIouM

pun WRV. Voc.= ad WmUS t. puaos at IugO&Vitw
Sh22han for Ccrrs
CO Ch~stnut Reod
flidgewood, vNJ 07508

Punl NuwM. em'iM 0*e aft MP as*

Cc-.-nitte for Individual Riu
P.O. eox 770.2
Van Nuys,_CA 9140)

hits

Campaign contribution
(U.S. House)

Pwgozu olfaunu ex

Contribution

03111" loo1 t

Pull tr13".. ". tacC.'el zip

61000. 00

Aoat swpsp

$600.00-

Am3wftdcmpai

$1,000.00

I August Iaehsuusui.
hw*bpwis

c Citizens for-Public Rights Cnrbto
5495 South Dayton Counebti1~CErglewmoo, CO 80110 11976 SM 00

Full ?Jons. n-i~ad w2I~qpd Pwo of Expgsnwure Oats (0114Im Aawmw C~o gp"-1 av. wad two Sth*p.gFlorida Citizens for Public Control of ContributionI Gover.%2nt, Jue11 P.O. Box 1935 11976 $1,000.00Hollyv:ood, FL 33302j___ _________
Foil haff. "ai.~lng Cd*1S NO ZIP =do Pupo ofh *Mhs~tp at olwwwuumO fl,0
Edwiards in '76 Covui ttee I E'V. two "us ra,#es*5700 florth Portland Suite 313 $ Campaign contributionOklahom3 City, OX 73112 '(U.S. House) 197 S1.9000.00 ;

Full 1 1nis. wilint C:IV ZIP code Purva so f Enpgeitue Oats enn:% Aff fe~ ch 4XV.
Hines fa Senate o~iitteeCampaign contribution , yu)tw he eP. 0. Box 62315

* Sartnbug, C 2304(S.C. State Senate) .JuM 4

3wial f Il renqt( Iis (01031 ssbie%.............................................................:. #. ' 44540

ithy 14
1976

~20

ely. -I
My28

OaDIM fuAGph.

.ft. ul
Joe

4. ~}J~*.~~C*ij

F

.MM1411011

a

41



""44MI co tn4

to Um2 C=ttc*I fpio cc.= t trasftippim I @330 1h -a

CoCr for Smsto 134311Icst Awr ft"o 1976 Soo 
0

'I

Co

Pwu t.~m 
SW~~ggen 14gg,

Flcrid3 Cli=o for' puliC Cn. trol Jun 15
Po eo Im, 1976 $1 two0.00

CitiMons for ftuWg June.163011 1st AvnU rfort 96 f lOMBillings, 127r 59101196 $o-0

-0
/.,

$Stw.0

Public Servi~ lsrI.oacl. Jn28320 Old CoirtWg. IoS~e40176~-- 
$0OooVon3 VA 221fC0 l~sSuf 3 91; "tW0

obn t fi li Ot

Full_ 
1 7.Malr

obb-WAIF -mt 'f #Da'* ~ 0te khSft,
dayi. ywI

[Full p3Ire* njh SIP WWI*. =4ature of Dae IUTmnsht $

po "3:. n o Ic & i
day. earI

...............
TCUO

C

let .q aft Jim
$23-00C

Out:t r

TCUl Shft V--rjej JL.:j V.. ftw4w only)
'a 4.M $2 3 9of

77

IA
tA

000

I

S1900.00



tot

3

10%.. 3
poemea M11" cemmeeme.411

1WdR1t4Ue.SC. 83053

S

foO O COOM OcDO~tOOM30

floolCotlco 0or Ifto to WOWct1or1 O
Ituws ~mmIrns..whmf.eEbv.a. .'me9e~g~.ag~maew.e hi ifflifthi~I m*hm
in1bfSUSl31Cthf~

PubiC SOMvCO Political Action Ccmittos
1Aft brift" eeSO"

8320 Old Courttiouse od, SUite 420
It) C"t. Caitv 'a#. emu83
viftiuJL Viiin M2pft

11II0 S.7meAh0mg..
=11:111 .I I

( ma) po"am

*TV03s few' ter& ewe,'..' bwe cm apen. Wisbh1116 (a
0.O~M nva WOmm too

1WO~p~flep WOO I to 8s
0 Moi

a o bo t om(~t~ FvoNY 1 1 , 02i Ttov) ....... ..........

I abeWWatbrOmoio rw ft e p ..... ........ I_______
#

* *~~~29.E6.673 jor.2 7

!II..
13 Loub: If t ingcn ft-.te Pro fe9~ins ......lt!! II9.

1 I C tlca 0 s let lf MI 0 .. m** Go...... ......g

to Ovefifton .ue* r (mm ..... 2 )...... ..

.. . .. . H / A .... .... .... .... ....~u L~bt t t . i
______WIN

1W~f Itm~unfo w~ e, ue oe~~a.n.. P
Eel ~~~~ ~ ~ "ot Tcyra I a"ndiue a obsgeo i

~ ~~M fl~7W J~ ... v~ 7_22eA ".~e emf ,.e.£emst.

fsmm T*'o~S Obe tbn e u IIsgweo-, gU.C. ,
44. 04b"to o Lift. U e CIaft u goe CfeawelsfW O 810 o OOC 1.1p 4 htnn oI a * V G 4
M~..0 111a *cclfuc ~)

7r

if.

0

0*

.4,

0

N

__ - - - I



Ali"~

3.

SuIaoo acpsedEpaiae
e~(Pago 21

Dotoio3 (~ne'q~a~nOflt~nIA l~ flnnn11 ,11 Wiln1.q

00040 W40' I camme.,.

a5wu*"Wmsw ww IROus:

ld .4"i aft"*" SWOu~u Mms
UInWOO o w MoSb* 0W Is

gidsfi.W@I .................
17 puo aft S AU-se.: S~W

40 ....~RSu~l .*.....

On ....iw.. ..

Ed hem~.........b....

1011111 vtee
Poem: Two

Cb~ Am

S

Whoum -l
a~mm wIme4ue

M1h875 .s36391&2.73

1.21

9---

ilrlf17 -IOT2.73 "'

CD
0m

Ago..' .

s. ON30

6*710.Co
6 70. co

. 0M.

I -_

* 0.0.

a 64,710.Mt)
Pn~~~~~~ wr.Chsn1CI::ir3a-

CII
21lim cr. .. t" Cvm" s .C~rmonellex

21 ots uIm" t ism~' Mt$ ........... i ~ RUva .i U. .

La T~tiua~ asite has 1 01...... ............ 7
.L e s . . .. .. .. .. .. .. .. .. .. .. . . .... .0 .

id ......... . .au ... . . .

9=0116sfuynseo*ibcs ft luiwms
iiiSuew~ uEawb)

Ow eat .a**$*046 4to . ...
Is) *t"a#0 "om ad Im rowmmsmf f tiI5anit*-t,, u0R9ua!,

22 Pon Su~rni~ge. t~1 .525PI5..PM6Iiit-Afmaftc~uaF.a

Gl kelmia e.Ww &fa O fe- 000 " 0..0.0 0.. .
ftl4$l.............................0......................... .

Is)£.:t~c1 uau~enva~4rn............................... .
23 Tansplsr~:

MS To..................s O e Ct~vu~
EbB T cam~ C3mmnm Imarl o oni ft 2.uv 0 ) ..........
Eoevtm C*b~a# ftw ot ........

2S Teiu le tr r ... .. ... . .. ..0 . ..

I,



.~

* 4.'

4.,',

~ff

'0

0

0

I.
Twok

POO ta0 0

-- ---- only 6

Floi'd2 C11~en low u ~ ii IMewe W@1 Irwsmm WS. 0
RbP.O. Coxvi ftea3 3tgy* d

SM Od Ccrthm Roas Skb 43

.... No~

; ;;_______ ____________ SWagf 4k t m e

~m~ng*amps**

3320 ~ ~ ~ ~ n~= Olmama=", Pod Msr~~9d momON6O90.Odz
Mile orvie ~osarcbcornel .

ftici Ova ofpusebu

0 1

.. . . . . 6~, a* *to o ** o 6.A

A' I

14t

I ; p.-L, : '4 j . .1f . bol wclsll topsas6



a

I V. I
11%'fE--r

~~J LD. =

11101c1111 11ol S

~tm ~sce~,
fZWIN 0C miss.... 10~W 16O to

KS Eot ~7dCt ~~I

io:CmthComa wapipubw

C1oms *.? motm Cas
Po.Os cu 10
loth Iflcd, liosCS

Fw 'w wp C i ri t
C .5. Horo

I
I

%=Wmif
"1Am

___________________________________________ -p________________ -w

amOv t st Sb
Park RiCI. fli111 M.5 am

co!,aca ftibta"
( 10, Hto of Raps.

Pulrn 14,
1I10M

ftmo ~d efld)mW8 cm WA10 A5U6UM

Tr~?d~. Wils cmc!!I Centrlbutli ~'
op vciW~C541 (U.S. Itouso)Hi

too .,I~mW I~~ Ad Any9@i~us' ~ m ~ 4

W3O Old Cct!sS 5.t 43 ion cotribuics ul
Viams. Virginia 22lC$ ca Ts Julyt 22.9
or C?.5rcs C.oloQ* Co:*.A~sti 96 $I

rs.a .- s m. st1k___________

Co7'cloy3 CM1 of CaiOMMaC&tb~ID ~ d'3
C.3 r37*At s 178 $59.0

Frfevft of Ptql Trible CmaiDCC)rruif Jl 8

rx,..ot Virginia r (U. S. HS.Uo) 06 1J

* * I' 16.710, I

*.:,'

* j'Afl.*
*1' ..

A~2~



*
66~ "

0~

*dMC
to,,
pcog"** 11WM
it 5m" ftS

alo 2e*M)

#Mm

comt cod M110o2Icn f of
wm c~xtom 20 Cad/c07 60 C.polo 3

40 CP acamwm~ a' 102

ublit Se.vivc@ Political Action Ccemittos
Fflu. a and Z8SIP t"d~ e "iuarof

FjDwid, Cititens for Public Control
of emeown-2flt

P.00 ta 10SS
,.m- 1lt, Flwid 3302am"

outedu asP :;pr~IU? ~aft no." o

ri cn for curgor
11l Ist Avem Vorth

Mllinos. flwnt=n 69101

"bi S~rvic* Posearch Council
4-%0 Old Courthcuse R~d.,. Sul to 430
onna. Virginia 221C0

Cyv.Yet) ro
July 28.

1976
1one~d
)unq 28, 1P76

~j~mt"&"Wns

C.

Ott thIerm,iIun edca ens zo, aft. 4n" mtue Otf e Im"2%. * S
*btI~IlOSI dy. vw$

Fell11= tavsW qna. dres$ Cnd ZIP CCUs Ond naturg Of Oate Irnonih, S
W~iwIi" day. yeaw)

NOat turn. tr3ei a* cd*.so and 21? cede. and 11stWV of
ObI.S3110"

eay. ye31)

Cw~wtab ;h4 PW~ Ibis ugs (ootioaafl * $2 00-0
of$~. t% - 4 P- 1"e~s P.% . m! I-' r"M . .. . . . 022.0 .00

21 AN
C,',

4=4,

!%a--- -

a ---- a-

I wtwub Ow Dowd thii v-,16 1000"I .......................... 
P!

. 4

I



0*0

CI -.. ft A*

W- &~ 4

PLO%' *

#4~* ""mom

OR. a.ss& Win
NOW Vwb. "NO* YeA
MON. DAN WAEO=
Snitod 04141,: ON"

ADMIRAL K"H S. MCCAIN

DR. MAX RAfFly
-m. avo aod mduc-s

I'my. AlaeMe
HLNiRy IEONRY
p.iwbl
OIamo WOeN
HON. DAVID C~ TRE
Uewted slawe ftpenoft"~
Ihird MUMki touiva
RUDY VALUE
eel 1alowl-Cs~
HolItwood. CiWCA
GENf RAL L W. WALT
USMC4*1re4
Lake W8#O% Ow"~
Sp --us

March 17. 97

Lawrence 14. Noble, Esquire
Federal Election Cumiission
1325 K Streets N. W.
Washington, D. C. 20463

Dear Mr. Noble:

This letter is in response to your telephone call of:'' 4
1978, in which you clarified the Commission's requst 00 I
informationi of March 7, 1978.

U5s

As I understand from you now on the basi,of owt cwrati onl
it is the Commission's position that, while t os P$IPAC
to PSRC i s not a viol ati on of the Act , repayment -the loan
by PSRC to PSPAC may constitute a violation of t ~

Let me attempt to respond to your questions addressedAtoboth
the PSRC and PSPAC in separate letters dated March 7, It16M
referri ng to MUR 514 (78)

In the first case, the letter to PSRC:

(1) Nos the loan frdm PSPAC to PSRC was not' rapt te
from PSRC's corporate funds.

(2). No response is required bocauserofth MW '
Numbier (1) above....

(3) The repayment of the loan to PSPAC was not4i*ne
for any specific purpose.

(4) Enclosed are copies of the cash receipts We~h

showing receipt of the loan by PSRC on June26
1976, a copy of the deposit ticket showing deposit
of the loan in PSRC's account, a copy of the check
from PSPAC to PSRC, and a copy of the disbursement
ledger showing repayment of the loan to PSPAC on
July 28, 1976. The source of the money used to
repay the loan was general revenues of the PSRC
which consist of voluntary contributions from
hundreds of thousands of supporters.

- ,~.. -.- .. -~ ~-. ~



F617.14

Lresponse to the inquiry to PSPAC:

~)The $20,000 repayment of the loan to PSPAC by PsRCwa
in PSPAC's account and was used by PSPAC for campaipn.:. "
butions, all of which are disclosed in PSPAC's Pori'dI ftltq
with the Comission.

(2) The repayment of the loan was not kept separate from other
PSPAC funds.

(3) Enclosed are the documents requested, which include a copy of
PSPAC's ledger showing receipt of repayment of the loans,*
copy of the deposit receipt showing the deposit of the re.
payment in PSPAC's account, and a copy of the bank statement*

in your letter, you say that we have the opportunity to demonstrate that.no action should be taken against us. I am at a loss as to how to 0roceedbecause so far as I can tell no violation of the law has occurred. Therel
0 fore, I shall simply set forth the facts as they are.

In late June of 1976, the PSRC experienced an unexpected, temporary cash
flow problem. It was faced with the necessity of making payroll, ije
nd other normal expenditures at the end of the month. PSPAC h f~ 0 ffcWent funds to loan PSRC enough money to cover these expenses aid no? immwdllate need for these funds, as the bulk of the primary elections were* In early June.

-After checking with legal counsel and being advised that a loan by PSPAC
to PSRC would not violate the Federal Election Campaign Act, the loan WasP rati on June 26, 1976. On July 28, 1976, the PSRC repaid the loan,, NoInterest was paid on the loan because the interest might have b~cn

V sidered to be an expenditure by the PSRC to PSPAC.
C That is the whole case as it relates to this matter. I hope that...,t" ~information is sufficient for your purposes. If in your opinion, a v~iaationof the Act hsoccurred,, we reserve the right to be represented yconlK and to present a-legal brief supporting our belief that no violation #fthe law has occurred.

Sincerely yours,

David Y. Denhol
Executive Vice President

Enclosures

DYD:dhb
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*u FEOERAL MINM

1U1!- M11 IN~

David Y. Denholn
Uxecutive Vice vresident
Public Service Research j

council
Suite 430
6320 024 Courthouse Road
Vienna, Virginia,

Dear Mr. Denhola:

On June ,1978p the Comission found ra~el
cause to believe that by transferringe funds _betwoftm the
Public Service.ResearobCh UC Oon i; ' an th, i
Service PolitUIcalAction CnOl t 8'(),?R

-PSPAC violated 2 "U.S.C. $44%~b, t ~ te t
political action fuandsf bes*A -on
oral Corporate treuw!Rds

co Vei-Wingwa a.
ocal MUMo so. A5

Pursuant to 2 Vef.C. 14379.(a) (3) (A) !the Coisio
shall make every enevrfor a period -of not less -than..30
days to correct . such- violationb informal methods of
conference# conciliation and persuas-on...* Please contact
Jay B. Myerson ((202)523-4073)r the attorney assigned to
this matter, to set up a mutually convenient time to
explore the possibility of resolving this matter infor-
mally. Towards that end, a proposed conciliation agreement
is enclosed for your consideration.

This investigation shall remain confidntal unless
waived by written consent of the person receivin such
notification or the person with respect to whom such



Losestigation is' nods* 2

I look trad, to, an
ter*

U.S.C. 5437g(a) (3). (Af~

early resoluztion Q 1 t
4

Sincerely yout#l,

William C. oa*.
General Cowamj;-.
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efore te eral Bloc

*, Uitter Of

p etteeResearch Council,)
* 1"AA Political Action )

MIA-$~ (701,

Conciliation t

This matter -having been internally gener&04 reports
"k '~~dby the Public Service Political Ato~~t~(PPC)

"I &ad investigation having been conducted, and the C4Ao vn
-~ anto believe and reasonable o to to -1#

*O epondnts Public Service Research Council (OPSRCO) a"d PrIAC

violated 2 U.S.C. S44lbe

o Now# the respective parties,, the ftderal ltn
W" *ibin a respondents PSEC and PSPAC, havingnt M atia

C t n prsus~t to 2 U.S.C. 54379(a) (5), 'S gre

7Z7 That the Federal Election Ciao a ttito

ovrrespondents PSRC and PSPAC and the subject matter. of th$4

proceeding,

11. That respondents PSRC and PSPA have had a reasonable

opportunity to demnstrate that no action should be taken in this

matter.

III. That the pertinent facts in this matter are as

follows:

Respondent PSRC is a corporation.

Respondent PSPAC is a separate so

*4~~ ~
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ithin the meaning of 2 U.S.C. 5441b.

C . On June 26, 1976, PSPAC loaned twa"t%

*4lars- to PSIfc.

D. PSRC did not keep this money 'sepaate lroa

PBAC 's corporate funds.

Z. PSRC repaid twenty thousand dollars to 'PSPAC

on July 28, 1976,p from the general revenues of PSAw.

F,* The repayment was accepted by P5#AC k~wptat

the money was given by PSRC.

G. The repayment to PSPAC was not i it ille for any

,pecific purpose..

H. The twenty thousand dollars was ausu~tyue

by PSPAC for campaign contributions which were made in om~tion

with Federal elections.

The respondents PSRC and PSPAC agrees

I. That they do not contest the CouuIa ion'#

that 2 U.S.C. 5441b prohibits a corporation, such-a

separate segregated fund within the meaning of 5441b, suah-ase.

PSPAC, from transferring funds to each other, even when so

transfer constitutes a repayment of a previous loan,, and that

from the date of this agreement said respondents will conform their

conduct to the Commaission's interpretation of 5441b as set out in

this paragraph and in all other respects accept the interpretation

as the correct and binding statement of the applicable )aw.,

II. That to conclude this matter, PSRC and PSPAC

will each pay a civil penalty of one thousand dollars.,



-3

MI. Respondents PSRC and PSPAC agree that thf i

niot make transfers from one fund to the other in the future.

-eeal Conditions

I. The Comission on request of anyone filing a

c laint under 2 U.S.C. S437g(a) (1) concerning the matters &t

issue herein, or on its own notion, may review compliance ot

this agreement. If the Coauission 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.

II, It is mutually agreed that this agreement shal]L

*cov become effective as of the date that all parties hereto have
o executed same and the Commission has approved the entireagent

o b ate William C, Olaker
General Counsel
Federal ElectionComiso

bite Carol Applegate
President
Public Service Research Council

Date David Y. Denholm
Chairman
Public Service Political Action
Corazittee
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.explained that there are
the three stages for him.
advised him that presently
to -believ*e stage.

three s"00e,ad

this cs sL h

Kw

TO: PAfCFille

Rmav , -197

z teZ ~D Ie~raola beo"UsWIRLaox ~4

that we oul. d contact hlim before Ce*~~ aAeot *t

-hdie teha it INm v

hIWR that WeUX wolontact him Olr Itb~pj~4rdifh ha4a eW
4±oaa , mte.

DOM! es to' tb*:.

-a4*34 t ft4 Mt has. omcr~e
to e r *sente" by cneland to

xajotu TO r elief 'that no o1
tvorrd.b 'He then stated his baliN t ve WQAba

sevital staiges of cause.
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1then stated that h* %w in- business to ' Pi
Pir C. Iasked h im if he bh any additional 'inf.
wanted to submit before I p pared my report,..,,
wbether X felt that he *had fal ed to respond to'. .

4Qt~aindicating that, he *.~ted to be full--
ad if there was a y Lafzyfatio ,he wanted to p
I reiterated that the ,re~son for the call was We
Larryhad told him that we would be contacting'-hi
uukkift a report, and that, I felt he had answeredl
quottions and supplied the information.

Denhola then asked to go offwthe'.record, no
he had, ead the An, Satrialis to which, Larry

Us*.B said. that' he did- not dispute h
had t-Yhat he was of tbe opiniop that the cae
worlced u DenholR ,tatod Att int JWL We1
A Sine of $10,000 ona_& AseekO Of trnfsatos $
$400,000o. - e calculated 'that using 'the same :,t
$300 fine would be appropriate in this Case*

-I explained to Denholui thatiliko all attornies # I
ww client, and that in my case the Commission is m

Hence, I would have to get back to my principal.IA
o approval of any agreement * Nowever . I explere4

4 illinigness to accept language admitting that
action violated the law. Ne stated that hewo4

im subj*ct, tq an overall agreement and his4iowi4
CIOUn**3 t ttmet that thetrnaioha

E'and thtit was a violation of the MtC's view of,~
Norever, he would also want language about the i*

N be ing inadvertent and that they had acted upon the
Albeit informal, of counsel.

--V

I told him that I would be speaking with him agaiwla.
approximately two weeks, and that if he had any questioUns,
he could-contact me.

V.

4N

tee



FEDERA ELECTION CO.tMISSMO
132S K STRUET N.W
WASHINGTONADC. 20*3

MEMORANDIM TO:

FROM:

SUBJECT:

CHAES STEEgC

Interim, Status Report "I")~~)

The above-mentioned doeuWt was circuslated tW #e

Couwissioners, on a 24 hour no-objection basis At 31.36.N't ht7

1978.

As of 4:00,, this date, no objectits* bav senvv

i n the Offi ce of Commi SOnl Socmtary t I ~'.$t

Report.

2.

3-4--78
ission

C* 1
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BEF0RE THE FEDERAL ELECTION C~S(
March 24, 1970

In the Matter of)
Public Service Research

'Council, and
) UR S14 (78).

Puiblic Service Political)
Action Coamitte

INTERIM STATUS AEPORT

on, March 1, 1978, the Coni*61",~z8

to believe that respondents violated 2 U4*#C. 144Wt)0
DepandWzto were notified of the ~im&#

tion by letters sent March 7, 19780 Za ,.I

copveruation on March 16, 1978.* DaVidt Pro

dent of Public Service Political, Actincomt~ ae

that the information requested would 4ke a a@ttm

to gather. On March 23, 1978, we r:77,77;IM

reply, which vs are now in the

9wl
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March 17, 1978

Lawrence M. Noble, Esquire
Federal Election Comeission
1325 K Street,, N. W.
Washington, D. C. 20463

Dear Mr. Noble:

This letter is in response to your telephone call of Mrch
1978, in which you clarified the Commission's request fOr
information Of March 7. 1978.

152

As I understand from you now oun the basis of o-ur Qovesati on
it is the Comitsion's position tat wilI e1M~ SA
to PSRCisotvolatiioth Atrpa~v Mwathaow
by PSRC to PSPAC may constitute a vliatio of the At

Let me attempt to respond to your questions addressed to both
the PSRC and PSPAC in separate letters dated March 7, 1978,
referring to MUR 514 (7)

In the first case, the letter to PSRC:

(1) No, the lolan fromPSPAC to PSRC was not kept separate
from PSRCs corporate fw,4s.,

(2) No response is required because of the anwer to
Number (1) above,

(3) The repayment of the loan to PSPAC was not i ntended
for any specific purpose.

(4) Enclosed are copies of the cash receipts ledger
showing receipt of the loan by PSRC on June 26,
1976, a copy of the deposit ticket showing deposit
of the loan in PSRC's account, a copy of the check
from PSPAC to PSRC, and a copy of the disbursement
ledger showing repaymnt of the lou to PSPAC on
July 28, 1976. The source of the mony used to
repay the loan was general revms of the PSRC
which consist of voluntary contributions from
hundreds of thousands of supporters.



M. Nobles Esquire

~rh 179 1978

In

4

'F

response to the inquiry to PSPAC:

(1) The $204000 repayment of the loan to PSPAC by PSRC .' t
in PSPAC's account and was used by PSPAC for cp,
butions, all of which are disclosed In PSPAC's
with the Commnission.

(2) The repayment of the loan was not kept separate from Olt* -
PSPAC funds.

(3) Enclosed are the documents requested, which include a c Ww of
PSPAC's ledger showing receipt of repayment of the 1o~copy of the deposit receipt showing the deposit of tw
payment in PSPAC's account, and a copy of the bant

In your letter, you say that we have the opportunity to d
no action should be taken against us. I am at a loss as to
because so far as I can tell no violation of the law has occpr~ heV ~. foe, I shall simply set forth the facts as they are.
In late June of 1976, the PSRC experienced an unexpected, g o~~

~ flow problem. It was faced with the necessity of making payrwfl wttAnd other normal expenditures at the end of the month. PSPAC hW;adsf
ficient funds to loan PSRC enough money to cover these expenses."d t
immediate need for these funds, as the bulk of the primary electt04 ps'~re
In early June.

After checki ng with legal counsel and being advised that a 1oe10:1
to PSRC would not violate the Federal Election Campaign.Act, tho~~s
made on June 26, 1976. On July 28, 1976, the PSRC repaid't.~4

Inteestwas paid on the loan because the interest might hav
siered to be an expenditure by the PSRC to PSPAC.

That is the whole case as it relates to this matter. I hopetht sinformation is sufficient for your purposes. If in your opialon1A" ai ton
of the Act has occurred, we reserve the right to be representd smeand to present a legal brief supporting our belief that no Aiolai of
the law has occurred.

Sincerely yours,

;dY holm~f

Executive Vice President

Enclosures

DYD:dhb

w
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UBUOVSERVICE RESEARCH ONI
534.3 *853OMd Coiatovse Road

visas, virn m2oo

12:
CERTIFIED MAIL - RETURN RECEIPT REQUESTE

Lawrence M. Noble, Esquire
Federal Election Couuission
1325 K Street, N. W.
Washington, D. C. 20463

lie A

Mr __ -; 
$ "

7 i It'
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DAVItYNIE~LM
cha~an

1~

QOdc aOwt-6'us
RdLJ

Vier, Vrginia 22180

360'1i
.March 139 1978

MUM

AN,
ANPOMW"KPICE

CERTIFIED MAIL
RETURN RECEIPT REQJESTE

Willa C. Oldeker Esqire

Federa El etts Cto
131K Strit VL

R;MR 514 (78)
Ouer Mr Oldeker:

- I ~hafe yosr letter of March 7., 1978, requesting further iro.,s, a
0~cent~ thevwp~mtby the'Public Service Research.

or. 1~P fU "4s f!U!t Rqgt d dteubl~ it:
Mttwtointtw(P~~~qI~~~awe can determine what t PM
P4~~~t ~I' We.e~.~ '~ut 16ie exactl 'whet actos eSP

P1K e. b1tptohev - p -Vto1tion of 2V.5C. e 1Oa.V
0 em ~ri asumm $ a~lttoe which problbts* O

~~~ nt# t~ical on or the paUIefuha' loi

Wn yoU have provided US 4W1th -this I nfomati On We will give further
conisideration to your requst-for information,

Presidenit

DYD: cg

V
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FEDERAL ELECTION COMMSSION

WASH04CTON.DL. 20463

March 7,1 19718

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Roman K. Rice
Treasurer
Public Service Political Action Committee
8320 Old Courthouse Road

*4k J, Suite 430
* q ~Vienna, Virginia 22180,

Res -PJR 514 (78

4 Dear Mr. Rice:

O This letter is to notify you that after reviewing
* -Public Service Political Action Committee's ("PSPAC")

reports of receipts and expenditures, the foeralzElection
~ 0 Comumiss ion has determined that there -is reason to believe

that PSPAC has violated theM Feea lc pCmag co qiof 1971, as amended (the *Act) we have de04ote his
* matter MUR 514 (78). Specifically, the 'Coi4soioa hUS

reason to believe that you have viol'*1 2 #, .441b(a)
by accepting a repayment of a Loan of 20., * t~ 064 e
Public Service Research Council on July 26, *976. Th"is

Upayment was reported as a repayment of a loan made to
PSRC in the report you filed with the Commission on
August 3, 1976.

Under the Act, you have an opportunity to demonstrate
that no action should be taken against you. Please submit
any factual or legal materials that you believe are
relevant to the Commission's analysis of this matter.
In addition, please provide the following information:

(1) How the $20,000 payment was used by PSPAC.

(2) Whether the $20,000 payment was kept separate
from other funds of PSPAC,, and if so, how?



-e2 -

(3) All documents, ledgers and other accounting
information which shows PSPAC's handling of the
$20,000 payment.

Where appropriate, statements should be submitted under
oath.

The Commission is under a duty to investigate this matter
expeditiously. Therefore, your response should be submitted
within ten days after receipt of this notification. This
matter will remain confidential in accordance with 2 U*S.C.
S 437g(a) (3) unless you notify the Commission in writing
that you wish the investigation to be made public. If you
intend to be. represented by counsel in this matter, please
have such counsel so notify us in writing.

If you have any questions, please contact Lawrence M.
Noble, the attorney assigned to this case, at 523-4178.

Sincerely yours,

William C. Oldaker
General Counsel

-c

Afat
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FEDERAL ELECTION COMMISSION
1325 K STREET N.W.
WASHINGTON.D.C. 20*63

Mlarch 7,17

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

David Y. Denhoim
Executive Vice President
Public Service Research Council

tR8320 Old Courthouse ikoad
N Suite 430

Vienna, Virginia 22180

Re: MUR 514 (78)

Dear Mr. Denhoim:

COW This letter is to notify you that after reviewing the
* Public Service Political Action Committee's (*PSPAC")

reports of receipts and expenditures, the Federal Election
Commission has determined that there is reason to believe

0that the Public Service Research council., -POWC) has
violated the Federal Election Campaign": Act--of 1071# as
amended (the "Act"). We have 4esignated this, matter
NOR 514 (78). Specifically, the Comi miso has ziason to
believe that PSRC has violated 2 U0S.C 5 0 b~ making a

Ohpayment of $20r000 to POPA on'July29j, 1974i, .Thia payment
was reported as a repayment of a loan made to-PSUC in the

Nreport PSPAC filed with the Comission on August 3, 1976.

Under the Act, you have an opportunity to demonstrate
that no action should be taken against you. Please submit
any factual or legal materials that you believe are relevant
to the Commission's analysis of this matter. in addition,
please provide the following information:

(1) Whether the $20,000 loan to PSRC from PSPAC was
kept separate and segregated from PSRC' a corporate
funds.

(2) If the $20,000 loan was kept separate and segregated
from PSRC's corporate funds, whether the'$20,000 repay-
ment to PSPAC was made out of the separate segregated
money originally loaned to PSRC.



-2 -

(3) Whether the $20,000 payment to PSPAC was
intended by PSRC to be used in a specific manner
by PSPAC, and if so, what that intended use was.

(4) All documents, ledgers and other accounting
information which shows how PSRC handled the $20,000
loan from PSPAC and the source of the money used to
repay the loan.

Where appropriate, statements should be submitted under
oath.

The C~~imission is under a duty to investigate this
matter expeditiously. Therefore, your response should be
submitted within ten days after receipt of this notification.

_ This matter will remain confidential in accordance with
2 U.s.c. S 437g(a) (3) unless you notify the Commission in

CD writing that you wish the investigation to be made public.
If you intend to be represented by counsel in this matter,
please have such counsel notify us in writing.

If you have any questions, please contact Lawrence M.
Noble, the attorney assigned to this case, at 523-4178.

0 Sinc ely you s,

William C. Oldaker

General Counsel

o-
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of)

Public Service Research Council,
Public Service Political Action)

Commi ttee I

MJR 514 (78)

CERTI FICATION

Is* Marjorie W. Emmons, Secretary to the Federal Election Comision

do hereby certify that on March 1. 1978, at an Executive Session of the

me Federal Election Commission at which a quorum was present, the Comission

Wn approved the recommendation of the General Counsel to take the fllowing

O actions in the above-captioned matter:

1. Find reason to believe that PSRC violated the Federal
Election Campaign Act by giving PSPAC $209000.

-2. Find reason to believe that PSPAC violated the Federal
Election Campaign Act by accepting the payment of

O $20,000 from PSRC.

3. Send the draft letters appended to the First General
CD Counsel's Report on this matter, this report having

first been circulated to the Commssion on a no-objection -

0 basis, to which an objection was filed thus 'placing the-
matter on the agenda for the Executive Session of March 1,
1978, at which time the objection was withdrawn.

0S

Date: March 3, 1978
" Marjorie W4. Emmons
Secretary to the Commission

4i



PjEMORAjN" TO:

FROM:

SUBJECT:

CHARLES STEELE
lsop

MARJORIE W. EMM4ONS
MUR 514 (78) -First r~eneral Co"1nseI$ Rfrt

iA

C

FEDERAL ELECTION COMMISSIQ0N
WS2 K STREET N.W.
WkSOICTONADC. 20463

The aboveimntioned docuent was circulsatdt w e

Cmlstioners on Februry 17, 1978 at 3:30*.

Commissioner Tiernan has submitted an objectiOs to 10, 54

(78) thereby placing it on the Executive SeSsion A"eeda for

March 1, 1978.

p.:.

P~ne.w~ itt. *78
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DATE AND TINE OF TRANSMITTAL
BY OGC TO THE COMMISSION_________

BY OGC 2-97S,

STAFF MENDER Noble

COMPLAINANTS NAME: Internally Generated

RESPONDENT' S NAME. Public Service Research Council, Public Service
Political Action Coimmittee

RELEVANT STATUTE: 2 U.S.C. S 441b(a)

ARENALREPORTS CHECKED: Report filed by PSPAC

F3OBRAL AGENCIES CHECKED: None

- SUMMARY OF ALLEGATIONS

o On July 28, 1976, the Public Service Research Council'(PSRC*), a

cArporation without capital stock,, made a pyazuent of $20,000 to its

Boarate segregated fund, Public Service Political Xction Commwittee (*PSPAC"),

in violation of 2 U.S.C. S 441b(a).

PRELIMINARY LEGAL ANALYSIS

According to PSPAC's report of receipts and expenditures filed on

August 3, 1976, PSPAC received a $20,000 payment from its corporate parent,

PSIC, on July 28, 1976, as a repayment of a loan made to PSRC one month

earlier. (Report Attached).!/ There is reason to believe that by paying

1PSPAC's report filed on July 7, 1976, lists a $20,000 loan to
PSRC.

a

C

EED!RAL ELECTION COMMI*I
1325 K Street$ NV.W

Washington, D.C. 20463

FIRST GENERAL COUNSEL 'S REPORT
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PSPAC $20,000, PSRC violated 2 U.S.C. S 441b(a) by making a payment of

corporate money to its spearate segregated fund.

As a general rule, corporate funds may not in anyway be transferrod

from a corporation to its separate segregated fund as there must be a

strict segregation of the corporate and separate segregated fund money.

See Pipfiter Local Union No. 562 v. United States 407 U.S. 385. The

Act does provide for three exceptions to this general prohibition to allow

for communication by a corporation to its stockholders and executive or

administrative personnel and their families (2 U.S.C. S 441b(b) (2) (A)),

-46 I-partinan registration and get-out-the-vote campaigns by a corporation

Mkibed at its stockholders and executive or administrative personnel and

t&ir families (2 U.S.C'. S 441b(b) (2) (B)),and the, establishment, adminis-

Stration, and solicitation of contributions to a separate segregated fund

o (2 U.S.C. S 44lb(b)(2)(C)). At this point, we do not believe that the

o riey transferred from PSRC to PSPAC was used for any of the above lawful

pq~poses; the corporation had no stockholders or members at the time

o6W the payment, and the size of the payment is not in keeping with the

efiected cost of communicating with the few executive or administrative
K

personnel of PSEC. Therefore, the $20,000 payment appears to be a

contribution or expenditure by a corporation to a separate segregated

fund in violation of 2 U.S.C. S 441b(a).

RECOMMENDATION

We recommend that the Commission find reason to believe that PSRC

violated the Act by giving PSPAC $20,000 and that PSPAC violated the

Act by accepting the payment. we further recommend that the attached

letters be sent.



FEDERAL ELECTIO COMMISSION

WMSFINTON'.C. 0403

CERTIFIED MAIL
RETURN RECEIPT REUETED

David Y. Denhola
Executive Vice President
Public Service Research Council
8320 Old Courthouse Road
Suite 430
Vienna, Virginia 22180

Me: I W MR 4 (7)

Dear Mr. Denholm:

This letter is to notify you that after reviewing the
Public Service Political Action Committee's (8PSPACW)
reports of receipts and expenditures, the Federal Election
Comission has detormined that there is ress0 t believe
that the Public Service Research Caonil (8~ a
violated the Federal Election CapinAto )3,s
amended (the *Act"). We have deint&t1 a~
MUR 514 (7 8). Speif ically, the Comiss A" -s.maeeof to
believe that P5W has violatd 2 tlC ~~~ making a
payment of $20,000 to PSPAC an July 20s,'19760 ispymn
was reported as a repayment of a l6an ade toP5W in the
report PSPAC filed with the Commxission on August 3,r 1976.

Under the Act, you have an opportunity to demonstrate
that no action should be taken against you. Please submit
any factual or legal materials that you believe are relevant
to the Commission's analysis of this matter. In addition,
please provide the following information:

(1) Whether the $20,000 loan to P8WC from PSPAC was
kept separate and segregated from PSRC's corporate
funds.

(2) If the $20,000 loan was kept separate arnd segregated
from PSRC's corporate funds, whether the $20,000 repay-
ment to PSPAC was made out of the separate segregated
money originally loaned to P8WC.
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(3) Whether the $20,000 payment to PSPAC was
intended by PSIC to be used in a specific manner
by PSPAC# and if so# what that intended use was.,

(4) All documents# ledgers and other accounting
information which shown how PSRC handled the $200000
loan from PSPAC and the source of the money used to
repay the loan.

Where appropriate, statemnts should be submitted under
oath.

The Commission is under a duty to investigate this
matter expeditiously. Therefore, your response should be
submitted within ten days after receipt of this notification.
This matter will remain confidential in accordance with
2 U.s.c. S 437g(a) (3) unless you notify the Commission in
writing that you wish the investigation to be made public.
If you intend to be represented by counsel in this matter#
please have such counsel notify us in writing.

If you have any questions, please contact Lawrence M4.
Nobler the attorney assigned to this case, at 523-4178.

Sincerely yours.

William C. Oldaker
General Counsel



FEDERAL ELECTION CO~MMSSION
1325 K STREET N.W.

WASHINCTONODC. 20*63

CERTIFIED NAIL
RETURN RECEIPT REQUESTED

Mr. Roman K. Rice
Treasurer
Public Service Political Action Committee
8320 old Courthouse Road
Suite 430
Vienna# Virginia 22180

e:MR 514 (73)

Dear Mr. Rice:

This letter is to notify you that after reviewingPublic Service Political Action Comxmittee's ("PSPACO)
reports of receipts and expenditures, the Federal ElectionCommission has detrie that there is roa*on to-believes
that PSPAC has violated the ?ederal Election C agnActof 1971# as amended (the *Act*) * We hve desiquat~d thismatter Z4UR 514 (78). Specifically, the C Mid~io has
reason to believe that you, have violated' 2, U.. . 441b (a)by accepting a repayment of a loan of $20,1000 fro thePublic Service Research Council on July 28, 1976. Thispayment was reported as a repayment of a loan made toPSRC in the report you filed with the Commission on
August 3, 1976.

Under the Act, you have an opportunity to demonstrate
that no action should be taken against you. Please submitany factual or legal materials that you believe are
relevant to the Commission's analysis of this matter.
In addition, please provide the following information:

(1) How the $20,000 payment was used by PSPAC.

(2) Whether the $20,000 payment was kept separate
from other funds of PSPAC, and if so, how?
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(3) All documents, ledgers and other accounting
information which shows PSPAC's handling of the.
$20,000 payment.

Where appropriate, statements should be aubsuittod under
oath.

The Commission is under a duty to investigate this matter
expeditiously. Therefore, your response should be suitted
within ten days after receipt of this notification. This
matter will remain confidential in accordance with 2 U*sc.
5 437g(a) (3) unless you notify the Commission in writing
that you wish the investigation to be made public, Xf you
intend to be represented by counsel in this matter, please
have such counsel so notify us in writing.

If you have any questions, please contact Lawrence M.
Noble, the attorney assigned to this case, at 523-4178.

Sincerely yours,

William C. Oldaker
General Counsel



MMRANDUM TO: SN. Steele

FROM: arry ol

RE: Lan fom P icService Political Action
Commiittee to Public Service ResearaWh
Council

on June 28, 1976, the Public Service Political Acation
Committee ("PSPAC") loaned its corporate parent, Public
Service Research Council ("PSRC"~) $20,000. This loan 'is
listed in Schedule C of PSPAC's report covering the period
from January 1, 1976, through June 30, 1976. (Report
Attached). The loan is listed as having been repaid on
SJuly 28, 1976, i$ PSPAC's report covering the period from

C!! July 1, 1976 through July 31, 1976. (Report Attached).
This is the only loan transaction between PSPAC and PSRC
that I could find in the reports.
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