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FEDERAL ELECTION COMMISSION

1325 K STREET MW
WASHINGTOM, D.C. 24k

August 4, 1978

David ¥. Denholm

President, Public-Service
Research Council and

Chairman, Public Service
Political Action Committee

8320 014 Courthouse Road

Suite 430

Vienna, Virginia.22180

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 cffice and
made payable to the United States Treasurer.

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

Wy
Sincerdly,’

William C. Oldaker
General Counsel

Enclosure




David Y. Denholm

President, Public m
Repsaxch Council and

Chairman, Public Serviee :
Political Action Committée .

$320 014 Courthouse Road

SBuite 430 V

Vienna, Virginia 22180

' Be: MUR 514(18)
Dear Mr. Demholm: : . ;
The Commission vots ‘pmmmm
agreement you signed as j ident of tha Public Service

Ressarch Council and as Chairman of the Public Servioce

Political Action cn-ith- A copy of the lqrt-nt is
enclosed.

The one thousand dollars in civil penaltiss provided
for in the agreement should be sent to this office and

made payable to the United States ‘rﬂunnr

If you have any q'ult.l.nnl, pleasa coptact -'.llur B.
Myerson at (202) 523-4178.

®
"
o™
<D
o
- D
<
o
@
L~

Sincerdly,

William C. Oldaker
General Counsel

Enclosure




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

Public Service Research Council, MUR 514(78)

Public Service Political Action
Committee

T Vo T T St”

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.S5.C. § 441b.

Now, the respective parties, the Federal Election Commission
and respondents PSRC and PSPAC, having entered into conciliation
pursuant to 2 U.5.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.

I1I. That the pertinent facts in this matter are as follows:

A. Respondent FPSRC is a corporation.

B. Respondent PSPAC is a separate, segregated fund

within the meaning of 2 U.S5.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.S5.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.

II1. That to conclude this matter, PSRC and PSPAC will

each pay a civil penalty of five hundred dollars.




General Conditions

I. The Commission on request of anyone filing a complaint
under 2 U.S.C. § 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 regquirement
thereof has been violated, it may institute a civil action for
relief in the United States District Court for the District of
Columbia.

IT. 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.

s L LA/
Qé ,/ IR Tl I UM @
Date ~ William C. Qddaker

General Counsel
Federal Election Commission

Date pavid Y. m
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.

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, r:30
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Before the Federal Election Commission

July 21, 1978

In the Matter of

Public Service Research Council
Public Service Political Action
Committee

MUR 514 (78)

T T T it oe®

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 5700,000, and there were nineteen transfers from the
general treasury to the separate segregated fund, involving
over $390,000. These transactions occurred cver 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 § 44lb. 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. 0OldaWer
General Counsel
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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)

S Vi T N R

CONCILIATION AGREEMENT

This matter having been internally generated from reports filed
by the Public Service Political Action Committee ("PSPAC"), and
in;estigatiﬂn having been conducted, and the Commission having
found reason to believe and reasconable cause to believe that
respondents Public Service Research Council ("PSRC") and PSPAC
viclated 2 U.S5.C. § 441b.

Now, the respective parties, the Federal Election Commission
and respondents PSRC and PSPAC, having entered into conciliation
pursuant to 2 U.5.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

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




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:

1. Thay they do not contest the Commission's conclusion
that 2 U.S5.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.




General Conditions

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

gsame and the Commission has approved the entire agreement.

Date William C. Oldaker
General Counsel
Federal Election Commission

Date David Y.
President
Public Service Research Council
and
Chairman
Public Service Political Action
Committee
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FEDERAL ELECTION COMMISSION

1325 K STREET NW
WASHINGTOMN (200 . 20463

MEMORANDUM TO: File
FROM: Michael A. Levin .
MUk S1H
RE: Conciliation Agreement F+E-E—v-—PSRC
and-BESPAC

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.

Jay 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.5.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 §441b.
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
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 =aid 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 5500.00 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 reguired 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 §441b 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




they are in segregated accounts.
The meeting ended at approximately 14:00 hours

on a friendly and hopeful nate.“ﬁ4‘:zx/12?ﬂg

chael A. Levi
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 Denhclm that I cannot bind
the Commission, just as his attorneys cannot bind him.

o Denholm presented me with the attached proposed conciliation
~ agreement (Attachment A). It varies from ours (Attachment B)
in the following particulars:
n .
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".
0
o 2. p.2, agreement I - adds the clause "because the
- funds loaned were not kept separate from other funds"
o
3. p.3, agreement II -- reduced the amount of the
- civil penalty to five hundred dollars for each group
L= 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 § 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 nné’ﬂ COUNCIL

Suite 430 = 8320 Old Courthouse Road * Vienna, Virginia 22180 ¢ (703)790-0700

OFFICERS

MRS, CAROL APPLEGATE
Chairman of e Board
DAYID Y. DENHOLM
Frevdent

JESSE R SMITH, SR
Seorrtary-Treaiarer

ADVISORY COUNCIL® June 16, 1978

ANTHODONY T. BOUSCAREN

prodeysor o poldsal sowence

Svracuse, New York

i::,::ﬁf_'“,_ Jay B. Myerson, Esquire
Husdianilly, Mickigan Federal Election Commission
IOHN CHAMBERLAIN 1325 K Street, N. W,

urnalint and suthor Washington, D. C. 20463

hervhdre, L omneciioul
P ALPH de TOLEDAND
rolumniyl snd awthos Dear Mr. Myerson:
avkiagien, D
“VHON. MICKEY EDWARDS
United Siates Repressntsbive Re: MUR 514 ITEI
T FPain Dustrict, Oklahoms
] " PR
ﬁ::T:f':.::?:L? Enclosed is a counter offer to your proposed conciliation
Uinited States industrial Council agreement.
q'::lhuh! Tenaeiirs
i
L-::.:J:?xl:j.:“m You will note that I left your version substantially in tact,
€ Washingion. B0 with minor additions, deletions, and modifications.
HENRY HAZLITT
G: annmisl s aubbuer 4
i Errgickicat I hope that we can personally get together on this to resolve
=k RED M. HEDDINGER any outstanding differences on this matter in the near future.
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Penansisging Sohaal Ba W AR . . . . . . .
sy hisdone I have a decided prejudice against meeting in the FEC's offices.
HON, [ESSE HELMS If you feel the same way regarding our offices, I will arrange
EDited States Senater a neutral meeting place.
Waskimpton [
PMR. DONALD F. JENSEN .
Hawmanar |rdependent Trarkes TEIF Yours,
Honoluly, Hawas
IENKIN LLOYD JONES
editor gnd publhes
Tulre Crklahoma
DR. RUSSELL KIRK
priarmalvel sl Sulbior
S Tork rw Tork
PHILLIP ABBOTT LUCE
auihor and poet
Scotivdale. Anroas
HOMN. DAN MARRIOTT
Liewied Stales Rrpeparatsine
Second Disiicl Utah DYD:dhb
ADMIRAL JOHN 5. MeCAIN
Uy Retired
Wanhingion, D
DR. MAX RAFFERTY
ronrralell syl pad Bdudilos
Troy Alabama
HENRY REGNERY
Pl
Chet agn. Mimesy
RUDY VALLEE
enbrelare-acion
Hollyweod, [abiomiy
GENERAL L. W. WALT
U -Retred
Lakr Veabes Flords

President

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)

Tt Tt

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.S5.C. %441b.

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. 8437g(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.

I11. 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




7804005

within the meaning of 2 U.S.C. E441b.

C. On June 26, 1976, PSPAC loaned twenty thousand
dollars to PSRC[;n the informal advice of counsel that the loan and
its repayment did not constitute a violation of the Ac#}

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.5.C. B441b 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 loanl:because the funds loaned
were not kept separate from other fund%; and that from the date of
this agreement said respondents will conform their conduct to the
Commission's interpretation of 8441b 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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I1. That to conclude this matter, PSRC and PSPAC will

each pay a civil penalty cf[}ive hundred dolla;é}

I1I. Respondents PSRC and PSPAC agree that they will
not make transfers from one fund to the utheerithout keeping the

funds separate/in the future.

General Conditions _r_,;my{frj

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 | David Y. Denholm
| President
| Public Service Research Council
| and
L Chairman
Public Service Political Action
Committee
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FEDERAL ELECTION COMMISSION

1325 K STREET NW
WASHING TOMN DO 2046 3

June 26, 1978

MEMORANDUM TO: CHARLES STEEL U~) Q/
FagM: wARJORIE W. Ewmoxs Y

SJBJECT: 514 (78) - Interim Conciliation Status Report dated 6-20-78
Signed: 6-22-78, Received in NC5: 6-22-78, 4:30
The above-merticned document was circulated on a 24 hou
ro-chiection hasis 2%t 9:30 a.m., June 23, 1978.
As o€ 1N:30 a.m., this date, no objections have been
recefved in the Office of Commission Secretary to the Interim Conciliation

Report.




“on a 24 hour m—ohjmi.nn bul.l.

Thank you.




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.5.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 &, 1978B.

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



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 ecounterproposal should not be viewed as his final
position,

Mr. Myerson will again telephone Denholm if the

counterproposal is not received by June 22, 1978.

LY
Ww
William C. Oldaker
General Counsel




FEDERAL ELECTION COMMISSION

1325 K STREET MW,
WASHINGTON, D.C. 20463

June 6, 1978

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

David ¥. Denholm

Executive Vice President

Public Service Research Council
Suite 430

B320 0ld Courthouse Road
Vienna, Virginia

Re: MUR 514 (78)

Dear Mr. Denholm:

On June 1, 1978, the Commission found reasconable
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 viclated 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. §437g(a)(5) (A), "the Commission
shall make every endeavor for a period of not less than 30
days to correct...such viclation 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




investigation is made.

I look forward
ter.

2 U.8.C.

§437g(a) (3) (B) .

to an early resolution of this mat-

Einjr%%w

@ SENDER: Compless iems | 1, onl 3 yL

William C, Oldaker
General Counsel
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Before the Federal Election Commission

In the Matter of

MUR 514 (78B)

Public Service Research Council,

Public Service Political Action
Committee

T o o Ve et

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.5.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.S5.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.

I1. 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. §441lb.

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 subseguently 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 previocus loan, and that
from the date of this agreement said respondents will conform their
conduct to the Commission's interpretation of §441b 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.




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.S5.C. §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

o or any requirement thereof has been vioclated, it may institute
it a civil action for relief in the United States District Court
un ) .
for the District of Columbia.
-~
I II. It is mutually agreed that this agreement shall
0
o become effective as of the date that all parties hereto have
o executed same and the Commission has approved the entire agreement.
b
o
e 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
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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

e it Wl St S

CERTIFICATION

I, Marjorie W. Emmons, 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.

Marjorie W. Emmons
Date r 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 rEp?rts 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.lf 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 regquesting 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 44lb(a) of the le:t.z-"r

1/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).




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 seqregated from corporate treasury fundséx
and he referred Denholm to our lawsuit against AFL-CIO. Denholm
decided that he wished to confer with cnunsel.ﬂf and stated that

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

did. During that subsegquent conversation, Denholm advised Noble

that he felt the matter could be resolved informally and that
he would respond to our guestions 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 Ccmmissinn.if

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' 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

6/

informally.~—

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 w. 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 expendedzﬁ 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 legal
brief 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).

7/8ection 441b(b) (2) of the Act permits the use of general treasury
funds for three politically-related purposes. The money given by
PSRC 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).

B/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
cuntributinns.gf 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.5.C. 8441b(a). Similarly, PSPAC's acceptance of these

funds wvioclated that provision.

Recommendation

The Commission should find reasonable cause to believe

that the respondents violated 2 U.S.C. 8441b 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; gquite 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: X ﬂéé;;;; g;daéer ;éz.,. Gy
General Counsel

9/Letter from David Y. Denholm to Lawrence M. Noble
(March 17, 1978) (Attachment "C" at 2).
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i3 K% L R R

March 17, 1978

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

Dear Mr. Noble:

This letter is in response to your telephone call of March 15,
1978, in which you clarified the Commission's request for
information of March 7, 1978.

As 1 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.

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

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, “squire t;)

Panr two \/. .

March 17, 1978

_ 'n respense to the fnquiry to PSPAC:

(1) The $20,000 repayment of the loan to PSPAC by PSRC was deposited
fn 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.

The repayment of the loan was not kept separate from other
"SPAC funds.

Enclosed are the documents requested, which include a copy of
PSPAC's Tledger 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. [ am at a loss as to how to proceed,
because so far as | can tell no violation of the law has occurred. There-
fore, | shall simply set forth the facts as they are,

In late June of 1976, tihe 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
frvediate need for these funds, as the bulk of the primary elections were
in l“l'l"!_',-' June,

After checking with legal counsel and being adviszd that a loan by PSPAC
to i'SRC would not violate the Federal Election Campaign Act, the loan was
vheen June 26, 1976, On July 28, 1976, the PSRC repaid the loan. HNo
tntervesl was paid on the loan because the interest might have been con-

hiered to be an expenditure by the PSRC to PSPAC.

ihat 5 the whole case as it relates to this matter., [ hope that this
fntormation 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,

"//
I Z "‘l *
qu1d Y. Denholm
trecutive Vice President
Inclosures

DYD: 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 0ld 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.S5.C. §441b, which regquires 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. §437g(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



investigation is made. 2 U.S.C. §437g(a)(3)(B).

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

Sincerely yours,

William C. 0Oldaker
General Counsel

?

5 6

304000
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Before the Federal Election Commission

In the Matter of
MUR 514 (78)
Public Service Research Council,
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.5.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.

IT. That respondents PSRC and PSPAC have had a reasonable
opportunity to demonstrate that no action should be taken in this
matter.

ITII. 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.5.C. §441b.

€. ©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.5.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 §441b 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.



I1I. 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. §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
n for the District of Columbia.
~ II. It is mutually agreed that this agreement shall
0 become effective as of the date that all parties hereto have
& executed same and the Commission has approved the entire agreement.
c
-
= Date William C. Oldaker
P General Counsel
' Federal Election Commission
r~
Date “Carol Applegate
President
Public Service Research Council
Date

David Y. Denholm

Chairman

Public Service Political Action
Committee




FEDERAL ELECTION COMMISSION

185 K STREET N.W
WASHING TON, DVC . 463

MEMORANDUM TO: PSPAC File :
FROM ¢ Jay B. Myerson

SUBJECT: May 8, 1978 lephone Conversation
with David nholm

DATE: May B, 1978

I telephoned Denholm because Larry Noble had told Denholm
that we would contact him before sending a report to the
Commission.

I advised Denholm that I am now the attorney handling
the case and that I was calling because Larry had told
him that we would contact him before sending a report.
I then inguired if he had counsel with whom I should
discuss this matter.

Denholm referred me to the letter he sent Larry in March,
specifically to the statement that "[i]f 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 wviclation of the law has
occurred." He then stated his belief that FECA has
several stages of cause.

I explained that there are three stages, and I reviewed
the three stages for him, In response to his ingquiry, I
advised him that presently this case is in the reason

to believe stage.
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He then stated that he's“not in business to litigate with
FEC. I asked him if he had any additional information he
wanted to submit before I prepared my report. He inguired
whether I felt that he had failed to respond to any of our
questions, indicating that he wanted 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
gquestions 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 510,000 on a series of transactions invnl@ng

$400,000. He calculated that using the same ratio
$500 fine would be appropriate in this case.

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, 1 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 gquestions,
he could contact me,
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FEDERAL ELECTION COMMISSION

T8% K STREET MW
WASHING TON D C . 20463

March 28, 1978

MEMORANDUM TO: CHARLES STEELE U) C/
FROM: MARJORIE . EMMONS ‘Tﬂ
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:N0, this date, no objections have been receijved
in the Office of Commission Secretary to the Interim Status

Report.




._1. Ere «211;;;}"
MUR 514 (78)
Plsase circulate o the Commission the lttllh(

Status Report on MOR 514 (78) on a 24 hour
Thank you.

™~
0
o
=
b
o
- «]
~

ADoran 3/27/78




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. §441b(a).

Respondents were notified of the Commission's determina-

8

tion by letters sent March 7, 1978. 1In a telephone

7

conversation on March 16, 1978, David Y. Denholm, Presi-
dent of Public Service Political Action Committee, stated
that the information reguested 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.
< "
2 7

Da William C. Ofdaker
General Counsel

7404006 2




"PUBLIC SERVICE RESEARCH, COUNCIL
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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 Tetter is in response to your telephone call of March 15,

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

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.

0

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

3

2

In late June of 1976, the PSRC experienced an unexpected, temporary cash
flow problem. [t 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 Toan 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.

7804006

That is the whole case as it relates to this matter. [ 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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~EUBLIC SERVICE RESEARCH COUNCIL
Suite 430 * 8320 Old Courthouse Road

'
19 Vienna, Virginia 22180
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CERTIFIED MAIL - RETURN RECFIPT REQUESTED

Lawrence M. Noble, Esquire
c E R T IF ' E D Federa) Election Commission
1325 K Street, N. W.
Washington, 0. C. 20463




DAVID Y DENHOLM ROMAN K RICE Il
Choairman Treasurer

PUBLIC SERVICHPOLITICAL ACTION C MITTEE

oc 2978”7

8320 Old Couthouse Rd e 8L 430
Vienna, Virginia 22180 s 58
7O3) 790070 Wi 15 KA

300979

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, Dldaker:

I have your letter of March 7, 1978, requesting further information
concerning the repayment by the Public Service Research Council (PSRC)

of a2 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.5.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.

vergxfruly yours,

President

DYD:cg




Vienna, Virginia 22180
Ly -
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wiig—a?yc. Dldaker, Esquire
Geweral Counsel

Federal Election Commission
1325 K Street N.W, -
Washington, D.C. SN

CERTIFIED
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FEDERAL ELECTION COMMISSION

BISKSIEINT NW
WASHING IO 100C . W4kl

March 7, 1978

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Roman K. Rice

Treasurer

Public Service Political Action Committee
8320 0ld 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 wviolated 2 U.5.C. § 44lbl(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, 197s.

’ 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?



-2-

(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 responsc 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.

~
o3 If you have any gquestions, please contact Lawrence M.
n Noble, the attorney assigned to this case, at 523-4178.
~ Sincerely yours,
° — R At //sz./
c S
William“C. Oldaker
o General Counsel
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This l.lttll.‘ is to notify you that l! Mim

Public Servies m;uuu Act ccﬂitt:n {'m'l

of receipts and the Pederal glsction
Commission has determined “ﬂ- is reason to believe’
‘that PSPAC has violated the glection Campaign Act

of 1971, as amanded {the 'm‘} We have Mi.wt-d this .

ter 514 (79). jp.euiq.nﬁ the
ikl s rinl.lid .e. l,t_&.lhth

reason to beliave that you bhave

by acecepting a W

rubn.u uwin- auiu-!;',l on July 3!&:1!“‘&5 This
4 paymant an 8 of a lesn @hde to
leinth.mmﬂl.ﬂﬂthm__

A lngult 3, 1m. 7 i

' Under the Act, you have an nppu:mtty to amltrlt-
mtmmmmumq-mtm ﬂmﬂﬂh.it
, any factual or legal materials that' you believe are
relevant to the Commiesioca's analysis of this matter.
In addition, pleass prurtd- the i.'nnwl.ﬂ :m!q.mtinm

(1) How the §20,000 pupnt tru nnﬂ by !Bnc. :
(2) Whether the $20,000 payment was kept upnrlta '
from other fundl of FIPAC. i! lth how?
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(2] "AlL doswkants; Indgers snd otngd accounting . 1
information which shows PSPAC's handling of the = g,
$20,000 payment. -

' Where appropriate, statements should be iuh-:l.tm w

oath.
The Commission is under a duty to investigate t.hg M
Thersfore, your response should be MM:M S 1 x

expeditiously.
within ten days after receipt of this notificatioa.

matter will remain confidential in accordance with 2 U.l.d.
§ 437g(a) (3) unless you notify the Commission in u:':l.;.i.ﬂ

" that you wish the investigation to be made public.
intend to be represented by counsel ‘in this matter, p:l.u.li

have such counsel so notify us in writing.

If you have any questions, please contact uu:m--ii,
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
WASHINGTON DU NMbd

March 7, 1978

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

David Y. Denholm

Executive Vice President

Public Service Research Council
B320 0ld Courthouse Road

Suite 430

Vienna, Virginia 22180

9

Re: MUR 514 (78)

5

Y Dear Mr. Denholm:

This letter is to notify you that after reviewing the

Publiec Service Political Action Committee's ("PSPAC")
5 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.5.C. § 44l1bl(a) by making a
payment of 520,000 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.

7R 04006

nder 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., 1In addition,
please provide the following information:

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

{2) If the 520,000 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.




(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 520,000
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.8.C. § 437g(a) (3) unless you notify the Commission in
writing that you wish the investigation to be made publiec.

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

5

S

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

William C. Oldaker
General Counsel

790490068
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CERTIFIED MAIL
RETURN RECEIPT nwum

David Y. Danholm . ,

Exscutive Vice Presideat . \ - 'Er.
Public Service Ressargh Ml " oA e *d:
8320 014 Courthouse Rosd’ . . b ARS ol e Rl R
Suite 430 T S ":‘-u,- aih, L " 5 3-%

Vienna, Virginia 22138 ‘e T _4.;_ ¢ g
Ii*l;l ’Hlt
Daar Mr. Danholm:

This letter is to no mmt nﬂ-.-r m.l.lllllm the
Publioc Service Political’ {"ws

reports of receipts and

Commission has det that €hers is reason t6

that the Public Service mmu (*PSRC") has
violated the Federal Rlsction. ‘Aot of 1971, as

amended (the "Act"). We hawve’ this int,tu-

MUR 514 (78). Specifically, the Cosmmiasion has reason to
believe that PSRC has violated 2 U.8.¢. # 44lb(a) by making a
payment of $20,000 to PSPAQ on July 28, 1§76. Thia payment
was reported as a repayment of ¥ loan made to PSRC in the
report PSPAC filed with the WM on hw-l'l 3, 1976,

Under the Act, you have an nwurmity to d:-nun:tnt-
that no action should be takem against you, Please submit
any factual or 1-;;1 materials that you believe are relsvant
to tha Commission's analysis of this matter. In dﬂitinn.
please provide the following information:

(1) Whether the $20,000 loan to PSRC l;:n- PERAC was
kept separate and segregated from PERC's corporate
funds, _

(2) 1If the $20,000 loan was kept separate and segregated
from PSRC's corporata funds, whether the $20,000 repay-
ment to PSPAC was made out of the lmnt- nqrqltﬂ
money originally loaned to PSRC, : AT LS
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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.

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

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.

Marjorie W. Emmons

Date: _ March 3, 1978 Secretary to the Commission




FEDERAL ELECTION COMMISSION

TH25 K STREET MWy
WASHING TON [0 kb |

February 22, 1978

MEMORANDUM TN: CHASLES STEELE U)f/

FROM: MARJNRIE W. EMMONS

SUBJECT: MUR 514 (78) - First General Counsel's Report

The above-mentioned document was circulated to the
Commissioners on February 17, 1978 at 3:37.

Commissioner Tiernan has submitted an objection to ™UR 514
(78) thereby placimg it on the Executive Session Aaenda for

March 1, 1978,
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.‘EDERAL ELECTION cnmmssxt.
1325 K Street, N.W.
Washington, D.C. 20463

FIRST GENERAL COUNSEL'S REPORT

DATE AND TIME OF TRANSMITTAL MUR #_s514 (78)
BY OGC TO THE COMMISSION DATE COMPLAINT RECEIVED
BY 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. § 441b(a)

INTERNAL REPORTS CHECKED: Report filed by PSPAC
FEDERAL AGENCIES CHECKED: None

SUMMARY OF ALLEGATIONS
On July 28, 1976, the Public Service Researclh Council ("PSRC"), a
corporation without capital stock, made a pyament of $20,000 to its
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 520,000 payment from its corporate parant,
PSRC, on July 28, 1976, as a repayment of a loan made to PSRC one morth

. 1 ; .
earlier. (Report Attacheﬂ}.-f There is reason to believe that by paying

L PSPAC's report filed on July 7, 1976, lists a $20,000 loan to
PSRC.




6 0

2

78049096

PSPAC $20,000, PSRC violated 2 U.S.C. § 44lb(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. § 441b(b) (2) (7)),
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.5.C. § 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).
RECCMMENDATION

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 NW
WASHINGION DC. 20461

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

David Y. Denholm

Executive Vice President
Public Service Research Council
8320 0ld 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. § 44lb(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.




(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 handied the 520,000
loan from PSPAC and the source of the money used to
repay the loan.

Where appropriate, statements should be submitted under
ocath.

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.5.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 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

LS K SIREET MW
WASHINGTON DC . 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Roman K. Rice

Treasurer

Public Service Political Action Committee
8320 0ld 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 vioclated 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 locan made to
PSRC in the report you filed with the Commission on
ARugust 3, 1976,

Under the Act, you have an opportunity to demonstrate
that no action should be taken against you. Please submit
ary 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 520,000 payment was used by PSPAC.

(2} Whether the 520,000 payment was kept separate
from other funds of PSPAC, and if so, how?




(3) All documents, ledgers and other accounting
information which shows PSPAC's handling of the

520,000 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.S5.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 guestions, 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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5 N. Steele

MEMORANDUM TO:

FROM: arry Noble;ﬁ;nj

RE: Loan from PuﬁfI:)Service Political Action
Committee to Public Service Research
Council

On June 28, 1976, the Public Service Political Action
Committee ("PSPAC") loaned its corporate parent, Pubiic
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, im PSPAC's report covering the period from

L= 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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FEDERAL ELECTION COMMISSION

1125 K STREET NW.
WASHINGTON, D.C. 20461

August 4, 1978

David ¥. Denholm

President, Public-Service
Research Council and

Chairman, Public Serwvice
Political Action Committee

B320 0ld Courthouse Road

Suite 430

Vienna, Virginia.22180

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 f&,‘

William €. Oldaker
General Counsel

Enclosure




David ¥, Denholm
President, Public Service
Rasearch Council and
Chairman, Public Service
Political Action Committee
8320 0l1d Courthoussa Road
Auite 430 V
Vienna, Virginia 22180
e
X Re: MUR 514(78)

&II Mr. Denholm:

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

pesearch Council and as Chairman of the Public Service
olitical Action Committee. A copy of the agresement is
nclosed.

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

o

If you have any &I-ltinnl. please contact Jay B.
Myerson at (202) 523-4178.

78040062510

Sincerdly,

William C. Oldaker
General Counsel

Enclosure




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

™ jinvestigation having been conducted, and the Commission having

found reason to believe and reasonable cause to believe that
,ﬂ.
respondents Public Service Research Council ("PSRC") and PSPAC

., violated 2 U.S5.C. § 441b.

o i i Now, the respective parties, the Federal Election Commission
© and respondents PSRC and PSPAC, having entered into conciliation

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

O~
over respondents PSRC and PSPAC in the subject matter of this
M

proceeding.

I. That the Federal Election Commission has jurisdiction

wn
~N
0
o
o
-
o
@
~

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.5.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.5.C. § 437g(a) (1) concérning 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 regquirement
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
o~ same and the Commission has approved the entire agreement.

- € -/C(_)wf M@
4 Fﬂeé”/?ﬂ‘ William C. Qldaker

General Cnunsel
- Federal Election Commission

P Date Dav .
President

~ Public Service Research Council
and
Chairman

Public Service Political Action
Committee
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

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

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. BApprove 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 2—'-//2" 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, r:30




July 24, 1978

MEMORANDUM TO: Marge Emmons
FROM: Elissa T. Garr

MUR 514

Please have the attached General Counsel's Report on

MUR 531 distributed to the Commission on a 48 bour tally basis.

Thank you.
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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, 1978B.
Representatives of this 0Office 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 Mo. 77-2147 (D.D.C.

June 12, 1978). 1In 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 5390,000. These transactions occurred cver 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 B 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.

-79- 78

DA William C. OldaWer
General Counsel




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.5.C. § 441b.

Now, the respective parties, the Federal Election Commission
and respondents PSRC and PSPAC, having entered into conciliation
pursuant to 2 U.5.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

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 dellars 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.5.C. § 441b prohibits a corporation, such as BESRC,
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 reéespondents will
not transfer any money from PSRC to the separate segregated
fund.

I1. 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. § 437g(a) (1) concerning the matters at issue herein,
or on its own motion, may review compliance with this agreement. 1If
the Commission believes that this agreement or any reguirement
thereof has been violated, it may institute a civil action for
relief in the United States District Court for the District of

Columbia.
ITI. It is mutually agreed that this agreement shall become

7 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

Dav a m
President

Public Service Research Council
and

Chairman

Public Service Political Action

Committee
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FEDERAL ELECTION COMMISSION

1325 K STREET MW
WIASHIMNG TON, DO, 20461

MEMORANDUM TO: File
FROM: Michael A, Levin _
fﬁhﬁxii*q

RE: Conciliation Agreement E.E+C—v:—PSRC
Al —RE PR

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.

Jay 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 §441b.
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
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 §441b 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. M

chasl A. Levi
Legal Intarn
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MEMORANDUM TO: MUR 514(78) File
FROM: Jay B. Myerson

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

DATE : June 27, 1978

Present at Meeting:

David Y. Denholm Jay B. Myerson ~" Michael Levin
ey p

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:

l. 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 § 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.




CRCwr A0 5
w%wwp.m |
PUBLIC SERVICE RES CH COUNCIL

Suite 430 * 8320 Old Courthouse Road * Vienna, Virginia 22180 # (703)790-0700

OFFICERS

MRS, CAROL APPLECATE
Chairman ol the Bawd
DAVID ¥, DENHOLM
Prenatent

JESSE B, SMITH, SR
beorrnary Trmdnai

ADVISORY COUNCIL®

ANTHOMNY T. BOUSCAREN

Eribtuies ol gl @ woRenar

Irraiwie New Tork

CARY BYKER

Lol TR

LIPS TR T STTEY

JOHN CHAMBERLAIS

prrnalint amd asfhess

Charshire ©oned ot

RALPH de TOLEDAND
L

3 sy b
O, KEY IDWARDS
Lrnates] E- e e nialies
Lo Dismact Ol
ANTHIIY HARRICAN
" Wy e
Lmeed [rr——e—

i piveilly | emarveer
“q4lﬂl'd. OREIN L HATCH

E vahingson, D¢
HENRTAZLITT
wnal puliher
Wihon.

D M., HEDDINGER
Lo~

Fonaiviing
HOMN. HELMS
CDesird Vigies vomarir
Warhog i1
. DONALD 7. JENSEN

s |

JEMKIN LLOYD (OMNES
edlioe and pubiishar
Tisliag, T Fhllabsirrma
DR, RUSSELL KIRK
gl el g e
Firwm Vork, Mew Toek
PHILLIF ARBDTT LUCE
st baer gl p
B T Y
HOMN, AN MARRIOTT
Lmeirdd blatrs Bagorr o s
fecomd DMt Uik
ADMIRAL JOHN §. McCAIN
L/§ b Rrterwed

(.o
DR. MAX RAFFERTY
murnalial, juthes el ede sl or
Trory, Alalgms
HEMEY RECNERY
el
Chic age. (SN
RUDY VALLEE
el Laimwr-gine
by, Calibdrmls
CENERAL L W. WALT
UM Riptirwed
Lakr Wi Flasrils

“parbial luiimy

June 16, 1978

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

Dear Mr. Myerson:

Re: MUR 514 (78)

Enclosed is a counter offer to your proposed comciliation
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 FEC's offices.
If you feel the same way regarding our offices, I will arrange
a neutral meeting place.

Sipeerely yours,

a ;
President

Enclosure

DYD:dhb
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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)

T T T Nl N

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.5.Cc. B4dlb.

Now, the respective parties, the Federal Election Com-
mission and respondents PSRC and PSPAC, having entered into con-
ciliation pursuant to 2 U.S5.C. B437g(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. B441b.

C. On June 26, 1976, PSPAC loaned twenty thousand
dollars to PEEC[;n the informal advice of counsel that the loan and
its repayment did not constitute a violation of the Acﬁ}

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 B441b, such as PSPAC,
from transferring funds to each other, even when such a transfer
constitutes a repayment of a previous luanl:becluse the funds loaned
were not kept separate from other fundi),and that from the date of
this agreement said respondents will conform their conduct to the
Commission's interpretation of #441b 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 a![}ive hundred dulla;&}

I1I. Respondents PSRC and PSPAC agree that they will
not make transfers from one fund to the uther[&ithout keeping the

o
funds sepurffgfin the future.

al Conditions
Gener = I on?-He‘.)

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 Elections Commission

David Y. Denholm

President

Public Service Research Council
and

Chairman

Public Service Political Action

Committee
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FEDERAL ELECTION COMMISSION

1325 K SIREET MW
WASHINGTON, DUC . 20461

June 26, 1978

MEMORANDUM TO: CHARLES STEELE l}) Q/
Fa0M: MARJORIE W. EMMONS ’m

SUBJECT: 5§14 (78) - Interim Conciliation Status Report dated 6-20-78

Signed: 6-22-78, Received in OCS: 6-22-78, 4:30
The above-mentioned document was circulated on a 2% hour

no-gbjection basis at 9:30 a.m., June 23, 1978.
As af 10:30 a.m., this date, no objections have been

received in the 0ffice of Commission Secretary to the Interim Conciliation
Report.
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Jane 22, 1978

MEMORANDUM TO: Marge Emmons
FROM: Elissa T. Garr

SUBJECT: MUR 514(78)

Please have the attached Interim Conciliation
Status Report on MUR 514 distributed to the Commission
on a 24 hour non~objection basis,

Thank you.




BEFORE THE FEDERAL ELECTION COMMISSION
June 20, 1978

In the Matter of

Public Service Research Council
Public Service Political Action
Committee

MUR 514 (78)

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, 1978B.

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.

William C. Oldaker

General Counsel




FEDERAL ELECTION COMMISSION

1325 K STREET NW.
WASHINCTON,.D.C. 20463

June 6, 1978

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

David Y. Denholm

Executive Vice President

Public Service Research Council
Suite 430

8320 0ld Courthouse Road
Vienna, Virginia

Re: MUR 514 (78B)

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.S5.C. §44l1b, 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.5. 385 (1972).

Pursuant to 2 U.53.C. §437g(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




investigation is made. 2 U.S.C. §437g(a) (3) (B).

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

Sinaprely yours,

r A det)

William C. Oldaker
General Counsel
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Before the Federal Election Commission

In the Matter of
MUR 514 (78)
Public Service Research Council,
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
viclated 2 U.S5.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:

™
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I. That the Fe’eral Election Commission has jurisdiction
over respondents PSRC and PSPAC and the subject matter of this
proceeding.

I1. 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. §44lb.

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 PSPﬁF 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.S5.C. 5441b 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 §441b 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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II1. 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. §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. Oldaker
General Counsel
Federal Election Commission

Date “Carol Applegate
President
Public Service Research Council

Date David Y. Denholm
Chairman

Public Service Political Action
Committee
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BEFORE THE FEDERAL ELECTION COMMISSION
In the Matter of

Public Service Political Action

)

)

Public Service Research Eounci1,g MUR 514 (78)
Committee )

CERTIFICATION

1, Marjorie W. Emmons, 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.

-

Marjorie W. Emmons
Date r Secretary to the Commission
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. 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

e S Sl S St

General Counsel's Report

Status

This matter was internally generated frcm reports of
receipts and expenditures filed by the Public Service Fgliticnl
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 locan one month later.lf 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 Coonmission's action and requesting additional information.

Initially, Mr. David ¥. 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 44lb(a) of the Act.2/

1/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 regquirement that the funds of political action
committees be strictly segregated from corporate treasury fundléf
and he referred Denholm to our lawsuit against AFL-CIO. Denholm
decided that he wished to confer with counsﬂl.!f 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 guestions 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.2/

On May 8, 1978, Jay B. Myerson, who succeeded Noble as
the staff attorney handling this matter, telephoned Mr. Denholm.
Myerson inguired whether the respondents had any additional
information to submit. Denholm stated that he believed they had
responded fully to our guestions, 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 inguired 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.




Denholm reiterated his desire to resolve this matter informally.

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

infnrmally.ﬁf

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 Mo, 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), regquires that
political action funds be strictly segregated from general
treasury funds; that once commingled, it is impossible to tell
which funds are being expne.-ndedl"‘r 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 legal
brief 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 treasury
funds for three politically-related purposes. The money given by
PSRC to PSPAC was not intended to be used for any of these purposes.
Letter from David ¥. Denholm to Lawrence M. Noble (March 17, 1278)
{Attachment "C" at 1).

8/Letter from David Y. Denholm to Lawrence M. Noble (March 17, 1578)
TAttachment "C" at 1).
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to PSPAC. PSPAC subsequently used these funds for campaign
l.::::vl']ﬂ:Jri1::rl.:d:.‘u:.'r|!1m.E"IF 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.5.C. B441b(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.S5.C. 8441b 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 zontest
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 X . er

General Counsel Qoo

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

Lawrence M. Noble, Esquire
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Dear Mr.

Federal Election Commission
1325 K Street, N. W.
Washington, D. C.

20463
Noble:

This letter is in response to your telephone call of March 15,
1978, in which you clarified the Commission's request for
information of March 7, 1978.

As 1 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,

e, Let me attempt to respond to your questions addressed to both

, ORRIN G. MATCH
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(4)

the PSRC and PSPAC in separate letters dated March 7, 1978,
referring to MUR 514 (78).

In the first case, the letter to PSRC:

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

No response 15 required because of the answer to
Number (1) above.

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

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.
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Pane two
March 17, 1978 .

tn response to the inquiry te PSPAC:

(1) The $20,000 repayment of the loan to PSPAC by PSRC was deposited
tn PSPAC's account and was used by PSPAC for campaign contri-
putfons, 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 Joss as to how to proceed,
because so far as [ can tell no violation of the law has occurred. There-
fore, | 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
fmrediate need for these funds, as the bulk of the primary elections were
in carly 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
rade 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-
shiered to be an expenditure by the PSRC to PSPAC.

That is the whole case as it relates to this matter. 1 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,

-

af
L -
f A

e
David Y. Denholm
Exccutive Vice President

Enclosures

DYD: dhb
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FEDERAL ELECTION COMMISSION

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

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

David Y. Denholm

Executive Vice President

Public Service Research
Council

Suite 430

8320 0ld 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. §44lb, 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.5. 385 (1972).

Pursuant to 2 U.S5.C. §437g(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. §437g(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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' Before the Federal Election Commission

In the Matter of

MUR 514 (78)

Public Service Research Council,

Public Service Political Action
Committee

T B i T S

Conciliation Agreement

This matter having been internally generated from reports

=+ 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

== 1 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

c __ violated 2 U.S5.C. §44lb.

[ =] - Now, the respective parties, the Federal Election Com-
-

o

@

~

over respondents PSRC and PSPAC and the subject matter of this

proceeding.

II1. That respondents PSRC and PSPAC have had a reasocnable

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.S5.C. §441b.

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 subseguently 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.5.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 §441b 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,




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. §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
1"

a civil action for relief in the United States District Court
for the District of Columbia.
P IT1. 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.

C Date William C. Oldaker
General Counsel
o Federal Election Commission

7 8 0 4 006 2 5 7 3
!

Date Carol Applegate

President

Public Service Research Council
Date

David ¥. Denholm
Chairman

Public Service Political Action
Committee




FEDERAL ELECTION COMMISSION

1525 K STREET NW
WASHINGTON, D.C. 20463

MEMORANDUM TO: PSPAC File
FROM: Jay B. Myerso

SUBJECT: May B, 1978 aphone Conversation
with Dawvid nholm

DATE: May 8, 1978

I telephoned Denholm because Larry Noble had told Denholm
that we would contact him before sending a report to the
Commission.

I advised Denholm that I am now the attorney handling
the case and that I was calling because Larry had told
him that we would contact him before sending a report.
I then inguired if he had counsel with whom I should
discuss this matter.

Denholm referred me to the letter he sent Larry in March,
specifically to the statement that "[i]f in your opinion
a violation of the Act has occurred, we reserve the right
te be represented by counsel and to present a legal brief
supporting our belief that no violation of the law has
occurred.” He then stated his belief that FECA has
several stages of cause.

I explained that there are three stages, and I reviewed
the three stages for him. In response to his inguiry, I
advised him that presently this case is in the reason

to believe stage.
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He then stated that h;T}\Q:t in business to litigate with
FEC. I asked him if he had any additional information he
wanted to submit before I prepared my report. He inguired
whether I felt that he had falled to respond to any of our
questions, indicating that he wanted 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
guestions 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 510,000 on a series of transactions invol g
$400,000, He calculated that using the same ratio

$500 fine would be appropriate in this case,

I explained to Denholm that,flike 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.
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FEDERAL ELECTION COMMISSION

1525 K STREET N.W
WVASHIMNGTON, D.C. 20463

March 28, 1978

FROM: MARJORIE W. EMMONS

MEMORANDUM TO: CHARLES STEELE UJ E_,
‘Tﬂ

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.




March 27, 1978

o MEMORANDUM TO: Marge Emmons
o™ FROM: 0GC Docket
= SUBJECT : MUR 514 (78)

3

Please circulate to the Commission the attached Interim

Status Report on MUR 514 (78) on a 24 hour no-objection basis.
Thank you.

79040 |
|

ADoran 3/27/78




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 vioclated 2 U.S5.C. §44lb(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 8 of reviewing.

aker
General Counsel
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"PUBLXIC SERVICE RESEARCH COUNCIL

Suite 4390 e 8320 0ld Courthouse Road ¢ Viemma, Virginia 22180 o (7431) 790-0700

/S

OFFICERS 13 MR 22 Fil 12: 32
MRS, CARDL APPLECATE
President

DAVID Y. DENHOLM March 17, 1978
Extcutive Vice President

JESSE R. SMITH, SR.
Secretary-Treasurer

ADVISORY COUNCIL®

ANTHONY T. BOUSCAREN Lawrence M, Noble, Esquire

professor of political science Federal Election Commission

Syracuse, New York 1325 K Street, N. W.

R et B Washington, D. C. 20463

Hudsanville, Michigan

CHAMBERLAIN "

if'?ﬂt:,;.""wm Dear Mr. Noble:

RALPH de TOLEDANO This letter is in response to your telephone call of March 15,
i o v 1978, in which you clarified the Commission's request for
H-:mq..mcm EDWARDS information of March 7, 1978.

Hﬁﬁuﬂm
mgﬁ';,'m As I understand from you now on the basis of our conversation,
“E:"ﬂ-"' i it is the Commission's position that, while the loan by PSPAC
- m Hawall to PSRC is not a violation of the Act, repayment of the loan

ﬂnl:m*ﬂm by PSRC to PSPAC may constitute a violation of the Act,

United State Indusirial Councll

Jmm @ Let me attempt to respond to your guestions addressed to both

O . the PSRC and PSPAC in segarate letters dated March 7, 1978,
O Wastiegton, D. € referring to MUR 514 (78).

e e

Wilton, Connecticut In the first case, the Tetter to PSRC:

[l g

Pennsylvanis School Boards Aociation (1) 1:0. t:gﬂémn from PEFF&E t: PSRC was not kept separate

Harri ]
cotam Im’*ﬂ*"‘h“ rom s corporate funds.

Lini
h::... Panj (2) No response is required because of the answer to

Mawallim Independent Taschers Number (1) above.

Honolulu, Hawall

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

Tulsa, Ok for any specific purpose.

DR. RUSSELL KIRK

D (4) Enclosed are copies of the cash receipts ledger

HON. DAN MARRIOTT showing receipt of the loan by PSRC on June 26,

bt 2 ioa s i 1976, a copy of the deposit ticket showing deposit

ADMIRAL JOHN S. McCAIN of the loan in PSRC's account, a copy of the check

AR from PSPAC to PSRC, and a copy of the disbursement

DR, MaX BARERTY ledger showing repayment of the loan to PSPAC on

journallst, suthor and educator July 28, 1976. The source of the money used to

L?r-i#;;lm repay the loan was general revenues of the PSRC

publ isher which consist of voluntary contributions from

CHiaagn,. T hundreds of thousands of supporters.

HON, DAVID C. TREEN
United States Reprassntative
Third District, Loullana

RUDY WALLEE
enteriaingr-acior
Hollywood, Californls

GEMERAL L W. WALT
LISMC-Retired

Laice ‘Wales, Florida
*partial listing
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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. 1 am at a2 loss as to how to proceed,
because so far as I can tell no violation of the law has occurred. There-
fore, 1 shall simply set forth the facts as they are.

In Tate 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. 1 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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UBLIO-SERVICE RESEARCH COUNCIL
Suile430 * 8320 Old Courthouse Road
Vieana, Virginia 22180

9 We 22 M g2 37

CERTIFIED MAIL - RETURN RECEIPT REQUESTED

CERTIFIED Lawrence M. Noble, Esquire

Federal Election Commission
1325 K Street, N. M.
No. 798182 Washington, D. C. 20463

MAIL
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PUBLIC SERVICISPOLMICAL ACTI®N COMMITT

8320 Oid Couthouse Rd. e &iife 4365™
Vienna, Virginia 22180

(703) m—fw MR 1S AM 1S 9%
DAVID Y DENHOLM ROMAN K RICE Nl
Chairman Treasurer

800979

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)

2 30 4

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 {ts 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.5.C. Sec. 841b(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.

J

78040062589

7 90

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

Very truly yours,




ot Qs

William\C.i m}aker, Esquire
‘&'ﬁ?‘ﬁuunsﬂ

Federa'! Election Commission

1325 K Street N.W.. "

Washington, 'B.C. S
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FEDERAL ELECTION COMMISSION

1825 K SIREET N.W.
WASHINGTON, DC. 2463

March 7, 1978

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Roman K. Rice

Treasurer

Public Service Political Action Committee
B320 0ld 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 520,000 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 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.S5.C.

§ 437g(a) (3) unless you notify the Commission in writing
that you wish the investigation teo 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,

L f )

William“C. 3ldaker
General Counsel
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CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Roman K. Rica

Treasurer

Public Service Pelitical Action Committee
8320 D14 Courthouss Road

Suite 430

Vienna, Virginia 22180

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

This letter is to notify you that after reviewing
Public Serviece Political Action Committee's ("PSPACT)
reports of receipts and expenditures, the Federal
Commission has determined that there is reason to believe
that PSPAC has violated the Federal Election Campalgn Act
of 1971, as amended (the "Act”). We have designated this
matter MUR 514 (78)., Specifically, the Commission has
reason to balieve that you have viclated 2 U.5.C. § é4lb(a)
by a repaysent of a loan of $20,000 from the
Public oo Rassarch Council om July 28, 1976. This
payment was reported as a repaymeant of a loan made to
PSRC in the report you filed with the Commission on
Mgust 3, 1976.

Under the Act, you have an opportunity to demomstrate
that no action should be taken against you. Please submit
any factual or legal materiales that you believe are
relevant to the Commission's analysis of this macter.

In addition, pleass provide the following information:
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(1) How the §20,000 payment was used by PSPAC.

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




(3) All documents, !.-dgm and other lm
information which shows PSPAC's handling of the A
$20,600 paymant. : ;

Where appropriate, statements should be submitted under
oath.

The Commission is under a duty to investigate thils 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 Ilql.ﬂ.
§ 437q(a) (3) unless you notify the Commission in wri By
that you wish the investigation to be made public. I TS
intend to be represented by counsel in this matter, L~
have such counsel so notify us in writing. <0 Ly
If you have any questions, please contact Lllr.l':-ﬂ-fk_.
Noble, the attorney assigned to this case, at 523-4178.

Sincerely yours,

)

Wwilliam ¢, Oldaker -
Ganaral Counsel




FEDERAL ELECTION COMMISSION

1325 K SIREET NW
WASHINGTON, DC, 20461

March 7, 1978

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

David Y. Denholm

Executive Vice President
Public Service Research Council
8320 01ld 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.5.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.
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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 locaned to PSRC.
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(3) WwWhether 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
cath.

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.5.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 notify us in writing.

please contact Lawrence M.
at 523-4178.

If you have any questions,
Noble, the attorney assigned to this case,

Sinc

ely yougs,

William C. Oldaker
General Counsel
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CERTIFIED MAIL
RETURN RECEIPT REQUESTED

David Y. Dapnholm

Executive Vige President
Public Service Research Council
8320 014 Courthouse Road

Buite 4130

Vienna, Virginia 22180

?

Re: MUR 514 (78)

0

Dear Mr. Danholm:

3

This letter is to you that after reviewing the
Public Serviece Political Action Committes's (“PSPACY)
reports of receipts and expenditures, the Federal Eleoction
Commission has determined that thars is reason to believe
that the Public Service Research Council (“PSRC") has
violated the Federal Elsction ' gn Act of 1971, as
amanded (the “Act"). We have designated this matter
MUR 514 (78). GSpecifically, the Commission has reason to
believe that PSRC has violaced 2 U.S.C. § 44lb(a) by making a
payment of $20,000 to PSPAQ on y 28, 1976. This pay
was reported as a reéepaymant of & 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 10!11 materials that you believe are relevant
to the Commission's analysis of this matter. In addition,
please provide the following information:

40

780400625
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(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-
mant to PSPAC was made out of the separate segregated
money originally loaned to PBRC.

'.z.ﬂ.fr
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{(3)  wWhether the $20,000 payment to PSEPAC was
intended by PSRC to be used in a specific manner
by PEPAC, and if so, what that intended use was.

{4) All documents, ledgers and other accounting
information which shows how PSERC 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 tem days after receipt of this notification,
This matter will remain confidential in accordance with
2 U.5.C. § 437g(a) (3) unless you notify the Commigsion 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
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

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

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.

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

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.

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




FEDERAL ELECTION COMMISSION

1325 K STREET MW
WASHINGTON IO, 2046

February 22, 1978

MEMORANDUM TN: CHARLES STEELE U’b
FROM: MARJORIE W. EMMONS Tn

SUBJECT: MUR 514 (78) - First feneral Counsel's Report

The above-mentioned document was circulated to the
Commissioners on February 17, 1978 at 3:30.

Commissioner Tiernan has submitted an objection to MUR 514
(78) thereby placing it on the Executive Session Aacenda for
March 1, 1978.
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February 16, 1978

MEMORANDUM TO: Marge Emmons
FROM: Elissa T. Garr

SUBJECT: MUR 514

Please have tha attached 7 day report on MUR 514
distributed to the Commission on a 24 hour no-cbjection
basis,

Thank you.




.EDERAL ELECTION COMMISS It.
1325 K Street, N.W.
Washington, D.C. 20463

FIRST GENERAL COUNSEL'S REPORT

DATE AND TIME OF TRANSMITTAL MUR #
BY OGC TO THE COMMISSION DATE COMPLAINT RECEIVED

BY OGC__2-9-78

STAFF MEMBER_ Noble

COMPLAIMANT'S NAME: Internally Generated

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

RELEVANT STATUTE: 2 U.5.C. § 441b(a)

'
Id%ERNAL REPORTS CHECKED: Report filed by PSPAC
o

FEDERAL AGENCIES CHECKED: None

it SUMMARY OF ALLEGATIONS

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

corporation without capital stock, made a pyament of 520,000 to its
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aE;arate segregated fund, Public Service Political Action Committee ("PSPAC"),

o~
t~ in violation of 2 U.S5.C. § 44l1b(a).
P~

PRELIMINARY LEGAL ANALYSIS
According to PSPAC's report of receipts and expenditures filed on
August 3, 1976, PSPAC received a 520,000 payment from its corporate parent,

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

earlier. (Report Attached}.—f There is reason to believe that by paying

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




PSPAC 520,000, PSRC violated 2 U.S.C. § 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 Mo. 562 v. United States 407 U.S8. 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. § 441b(b) (2) (A)),
nen-partisan registration and get-out-the-vote campaigns by a corporation
#Pmed at its stockholders and executive or administrative personnel and
éﬁiir families (2 U.S.C. § 441b(b)(2) (B));and the establishment, adminis- .
Q;Ltinn, and solicitation of contributions to a separate segregated fund

[3 U.8.C. § 441b(b) (2)(C)). At this point, we do not believe that the
paney transferred from PSRC to PSPAC was used for any of the above lawful
parposes; 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
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eﬁﬁentad cost of communicating with the few executive or administrative
pg;snnnel 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 NW
WASHING TON DC. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

David Y. Denholm

Executive Vice President
Public Service Research Council
B320 0ld Courthouse Road

SBuite 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.S5.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. 1In 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.



(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
ocath.

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.8.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 notify us in writing.

1f 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

1925 K SIREET MW
WASHNGTON, D.C. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Roman K. Rice

Treasurer

Public Service Political Action Committee
8320 0ld Courthouse Road

Suite 430

Vienna, Virginia 22180

Be: 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. § 44lb(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?



(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 vou 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 guestions, 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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MEMORANDUM TO: s N. Steele

arry Hnble/ﬁat
Loan from Puﬂf;ffService 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 transactlnn between PSPAC and PSRC
that I could find in the reports.
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