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BEFORE THE FEDERAL ELIEX7ION COUYISSION

In the Matter of
) MUR 652 (78)

Vermont State Democratic Federal)
Car paign Committee, et al

CER IFICATION

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

do hereby certify that in Executive Session on October 12, 1978, the

Ccmmission took the follcing actions in MIJR 652 (78):

-Q i. Determined by a vote of 6-0 to direct the Audit Division
to send a letter to the Vermont State Democratic Federal
Campaign Cmmittee to refund contributions in excess of the
limits as reported in MUR 652 (78).

2. Determined by a vote of 6-0 to direct the Audit Division to
notify the Vermont State De rrcratic Federal Carpaign Comnittee
to amend their disclosure reports to reflect earmarking, and
that the Ccximittee be requested to notify the recipient
candidates that there was earmrking.

3. Determined by a vote of 6-0 to close the file in MUR 652 (78).

4. Determined by a vote of 6-0 to direct the Audit Division to
C!, work with the Office of the General Counsel and the Reports

Analysis Division to submit a recimvndation to the Conrmission
for procedures involving potential violations of 2 U.S.C. §441b.

Attest:

Date Marjorie W. Eamons
Secretary to the Ccxmission



FEDERAL ELECTION COMMISSION
1H25 K SJN N.W
WASHING-ION,RDC. 20463.

MEMORANDUM TO:

FROM:

SUBJECT:

DATE:

CHARLES STEELE

MARJORIE W. EMMONS 0

MUR 652 - First General Counsel's
Report dated 10-2-78
Received in Office of
Commission Secretary: 10-2-78
3:13

OCTOBER 5, 1978

The above-named document was circulated on

a 48 hour vote basis at 11:30 October 3, 1978.

Commissioner Staebler submitted an objection

at 2:42, October 4, 1978, thereby placing MUR 652 on

the Agenda for Executive Session for October 12, 1978.

A copy of Commissioner Staebler's vote sheet

is attached.

ATTACHMENT:
Copy of Vote Sheet

cc: Commissioner Staebler
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43 H1UR TALLY SHEET RECEIVED

OFFIC£ OV. THrF

FEDERAL ELECTION COMMISSION 78OCT 4
1.25 K STREET N W.
WASHINGTOND.C. 20463

Date and Time Transmitted: Oct.
:31~ 197 - -4

Commissioner

RETURN TO OFFICE OF COMMISSION SECRETARY BY: OCTOBER 5, 1978 - / -34

MUR No. 652 - First General Counsel's Report dated 10-2-78

I approve the recommendation

(,X) I object to the recommendation

COMMENTS: A1 ZV/ (, 7X(ak 2 F Do /57/zV///I2~~

A ; /, (4 k 7 J 'I ,. m d tJ . 7 -'/ ( .;I v

Date: 1 1 1 Signature:

THE OFFICE OF GENERAL COUNSEL WILL TAKE NO ACTION IN THIS MATTER
UNTIL THE APPROVAL OF FOUR COMMISSIONERS IS RECEIVED. PLEASE
RETURN ALL PAPERS NO LATER THAN THE DATE AND TIME SHOWN ABOVE TO
THE OFFICE OF COMMISSION SECRETARY. ONE OBJECTION PLACES THE ITEM!
ON THE EXECUTIVE SESSI1DN AGENDA.

P 2: 42
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R V FEDERAL ELECTION COMM&IONRECEIVED
oFFeFf 'Y"

V 1." FIRST GENERAL COUNSEL'S REPORT

DATE1 lip 7TME -O"TPANSMITTAL MUR NO 652
BY oq'J VdoK~tib OCT1 7MUNO 65__ P1 STAFF MEMBER(S) Lindsay

SOURCE OF MUR: I N r E R N A L L Y G E N E R A T E D

RESPONDENT'S NAME: Vermont State Democratic Federal Campaign Coimmittee
Burgess for Congress Committee
Salmon for Vermont
Philip -1, }off, Maureen McNamara, Robert M. Wilson

RELEVANT STATUTE: 2 U.S.C. §441a(a) (8), 2 U.S.C. §441a(a) (1) (A),

2 U.S.C. §441a(f), 2 U.S.C. §441b, 2 U.S.C. §434b(2),
11 C.F.R. §110.6(a) (b) and (d) , §102.6(a) (2) (i)

INTERNAL REPORTS CHECKED: Audit Findings and Candidate's Reports of
, Receipts and Expendi-tures. (See attached

Audit Referral)
'r FEDER-L AGENCIES CHECKED:

N one

GE,""EP. 11O, OF MATTER

" This matter was referred to the Office of General Counsel on the

basis of findinqs made by the auditors during the audit of the Vermont
State Democratic Federal Caicn Commuittee.

SUVMAY ,,-' , OF ALLEGATIONS
C-

.1 That Philip 1-. Hof, aureen McNamara and Robert M. Wilson violated
2 U.S.C. §441a(a) (1) (A) by contributinq in excess of $1000 in a calendar

,. year to a candidate for Federal office.

That the Burcess for Congress Committee and Salmon for Vermont
violated 2 U.S.C. §44la(f) by accepting contributions in excess of $1,000
from an individual in a calenyar year. That the Burgess for Congress
Committee and Salmon for Ver-ont failed to report the original source

and conduit of earmarked transfers in violation of 2 U.S.C. §434b(2)as
interpreted by 11 C.P.R.§l10.Ga) (b) and (d) (2). That the Burgess for
Congress Committee and Saln.on for Vermont violated 2 U.S.C. §441b by
acceptinq transfers froM to.n committen suspected of havinq accepted
corporate/labor org-anji.zation contributions.

That the Vermont State Democratic Federal Carlpaion Committee
violated 2 U.S.C. §441a(a) (8) b Failinq to report to the Commission
and to the intended recipients earmarked transfers and their original
source. That the Vermont State Democratic Federal Campaign Committee

violated 2 U.S.C. §441b by accepting transfers from town committees
suspected of havinq acce.,pted corporate./labor organization. contributions.
That the Vermont State Democratic Federal Campaign Committee violated
11 C.F.R. §102.6(a) (2) (i) by failing to establish a separate segregated
account until thre-ee months after its registration as a political committee.

< .4 4.4... .4L4•
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PRELIMINARY LEGAL ANALYSIS

During the course of auditing the Vermont State Democratic
Federal Campaign Committee, ("the VSDFCC") , the auditors found thatthe VSDFCC had arranged for eight (8) $1,000 loans, the proceeds of
which were contributed to two Federal candidates: $5,000 to theBurgess for Congress Committee; and $3,000 to Salmon for Vermont.

Accor-ding to the VSDFCC, the endorsers for these loans were
arranged by the candidates who were to receive the proceeds.

Under 11 C.F.R. §110.6(b), earmarking is a designation, instruc-tion or encumbrance, (including those which are direct or indirect, ex-
Dress or implied, oral or written,) which results in all or any partof a contribution or expenditure being made to, or expended on behalf of,a clearly identified candidate or candidate's authorized committee.

Since the endorsers consented to endorse these particular loanswith a specific candidate in mind, the transfers of the proceeds of these
loans, were in fact earmarked by the endorsers and the VSDFCC and were

N therefore contributions from the endorsers and the VSDFCC which counttoward the general election contribution limits for both in 1976.

The VSDFCC reported the loans, .disclosing the endorsers on theloan schedule. The candidates who received the proceeds were reported
h on a schedule of transfers-out. No earmarking was evident from theVSDFCC's reports, nor was the earmarking indicated to the recipientr committees in violation of 2 U.S.C. §441a(a) (8). The candidate committees

reported these transfers as received from the VSDFCC.

Three of the endorsers exceeded their contribution limits inviolation of 2 U.S.C. §441a(a) (1) (A) by making other general election(7 contributions to the candidates who received their earmarked transfer.

1. Philip H. Hoff contributed $100 in addition to the earmarked
$1000 loan he endorsed on behalf of Burgess.

2. Maureen McNamara contributed $50 in addition to the earmarked
$100 loan she endorsed on behalf of Salmon.

3. Robert M. Wilson contributed $50 in addition to the earmarked
$1000 loan which he endorsed on behalf of Salmon.

The Ofice of General Counsel recommends the Commission find reasonto believe that Philiz:v H. Hoff, Maureen McNamara and Robert M. Wilson
violated 2 U.S.C. §441A(a) (1)(A) by contributing in excess of their limitsto a Federal candidate. The Office of General Counsel also recommendsthat the Conmission find reason to believe that the Burgess for Congress
Committee and Salmon for Vermont violated 2 U.S.C. §441a(f) by acceptingthese excessive contributions and 2 U.S.C. §434(b) (2) as interpreted by
11 C.F.R. §ll0.6(a) , (b) and d(2) by failing to report the original
contributor as well as the conduit of earmarked contributions. Although
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the transfers received from the VSDFCC showed no facial indication of
their havin ng been earmarked, the Treasurers of the recipient committees
presumably would have been aware of the fect that their candidates arraniged
to find endorsers for loans to the VSDFCC, the proceeds of which would be
transferred to the cand idate's committee.

In MURS 623 and 655, the Commission found reason to believe that
a political committee which accepts contributions from unregistered party
units, that probably maintain single accounts in a ;tate where corporate/
labor organization contributions arc legal, :is in violation of 2 U.S.C.
§ 44]1 for accepting prohibited funds.

During the course of auditing the VSDFCC, the auditors reviewed
the reported receipts of the Democratic Federal candidates in Vermont

to check for receipt of excessive contributions from affiliated
committees. Although no excessive contributions were found, the Office
of General Counsel notes that Burgess for Congress Committee accepted
three transfers of $25 each from unregistered local, Vermont Democratic

'O town commi'ttees. Also the Salmon for Vermont Commni.ttee accepted three
contributions totaling $530 from unregi stered, local, Vermnt Democratic

- town commi tte(,s. The \7SD]:'CC itself accepted two cont ributions totaling
$100 from these types of committees, which were refunded by the Com-mittee
when the auditors advised that the soulrces of these monies would have
to be traced to establish whether or not they contained prohibited funds.
The committee believed such a trace would be at best difficult if not
inconclusive, so refunds were made.

Tlese unregistered committees in all likelihood maintain one

account into wnic'n is deozosited all contributions including presumably
corporate and labor organizati oin contributions which are legal for state
purposes in Vermont. Therefore, the Office of General Counsel recommends
that, consistent with previous findings, the Commission find reason to

- believe Burgess for Congress and Salmon for Vermont violated 2 U.S.C.
§441b by accepting contributions from committees which are suspected
of accepting corporate and labor organization contributions. With regard
to the VSDFCC, the Office of General Counsel recommends that the Cormission
take no action in connection with their acceptance of two transfers
totaling $100 from town committees. According to the Commission's policy
approved Ju.y 26, 1978, regarding apparent corporate/ labor organization
contributions, the Commission would find reason to believe the VSDFCC vio-
lated 441b but take no further action if the contributions were refunded.
In this case, with transfers which are suspected of containing corporate/labo2
funds, the Office of General Counsel recoimolends no finding be made against
the VSD)'CC because re fnds; ha{ve been made and the violation, if any, is
de minimis.

Although the VSDF.'CC recJ stiaed it th the FEC en October 20, 1976,
this com"mittee share a sin l0,e accoaunt with its parciiLt organization,
the Vermont State Democratia CommCte , for a .)proxima taly three months
be:fore es tabli shin a sea1esaraat-cd account . Duri.ng this three
month peri ed, hC)\,evTr, a1. fedearalI acCi.i t v coind uc ted from this account
was reported tx' th: VSDCC and no prohi,i .-ed funds, appeaLr to have been
acceop ted or Ji .pani t ].. t]i ' cm t co. t U e into tl .. ny.1c account. Fa i lure
of -h e VS DI'C to c,. t-. ab 1 . i a i: aL C , s eq. e qirqa ted count until three
months,; a ft e r r-agistC i. a:. a aOa.itic(l committee would be a violation of
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ii C.F.R. §102.6(a) (2) (i) only if there were evidence that prohibited
funds were deposited in the single account. The Office of General Counsel
finds no evidence that this occurred an therefore recommends no action
be taken by the Commission in this regard.

RECONMMENDATI ONS

1. Find reason to believe that Philip I-. Hoff, Maureen McNamara and
Robert M. Wilson violated 2 U.S.C. §441a(a) (1)(A) by making excessive
contributions to Federal candidates.

2. Find reason to believe that the Vermont State Democratic Federal
Campaign Coimittee violated 2 U.S.C. §441a(a) (8) by failing to
report to the Commission and to the intended recipients earmarked
transfers and their original source. Take no action against the
VSDFCC regarding the 2 U.S.C. §441b allegation for accepting
transfers from committees which are suspected of having accepted
prohibited funds. Take no action regarding the 11 C.F.R. §102.6(a)

N, (2) (i) allegation.

3. Find reason to believe that the Burgess for Congress Committee
and Salmon for Vermont violated 2 U.S.C. §441a(f) by accepting
excessive contributions and 2 U.SC. §434b(a) as interpreted by
11 C.F.R. §110.6(a), (b) and (d) (2) by failing to report the
oricinal source and conduit of earmarked transfers. Find reason
to believe that the Burgess for Congress Committee and Salmon for
Vermont violated 2 U.S.C. §441b by accepting contr ibutions from
committees which are suspected of having accepted prohibited
funds.

- 4. Send attached letters.

ATTACHMENTS

1. Audit Referral Memo.
2. Letter to Wayne W. Jameson
3. Letter to Alan S. Frigon
4. Letter to Joseph F. Geiger
5. Letter to Robert M. Wilson
6. Letter to Maureen McNamara
7. Letter to Philip H. ]]off
8. Certification



FEDERAL ELECTION COMMISSION

W\S IG ION,D.C. 2046

July 14, 1978

MEMORANDUM

TO: BILL OLDAKER

THROUGH: ORLANDO B. POTTER
FF DIRECTOR

FROM: \j4IC HALTER

SUBJECT: AUDIT OF THE VERMONT STATE DEMOCRATIC
FEDERAL CAMPAIGN COMMITTEE-POSSIBLE
VIOLATIONS OF 11 CFR 102.6 AND 110.3(b) (2)

During the audit of the Vermont State Democratic
C Federal Campaign Committee ("VSDFCC") the following matters

were noted which are being referred to your office for legal
analysis and opinion.

The audit of VSDFCC covered the period October 1, 1976,
the beginning coverage date of the initial report filed by
VSDFCC, through March 31, 1978, the final coverage date of the
latest report filed at the time of the audit.

A. Possible Earmarked Contributions

Section 110.6(b) defines earmarking as a designation,
instruction, or encumbrance (including those which are direct
or indirect, express or implied, oral or written) which results
in all or any part of a contribution or expenditure being made
to or expended on behalf of a clearly identified candidate or
a candidate's authorized comnmittee.

In 1976, VSDFCC contracted for a total of eight (8) separate
$1,000 loans to enable them to make transfers to candidates for
Federal office. The proceeds of each loan were deposited into
VSDFCC's account and then transferred to the candidates by check.
VSDFCC made no additional transfers to these candidates.

A9., O( u:)
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In their disclosure reports, VSDFCC reflected each of
these loans on the schedule of debts and obligations owed by
VSDFCC, each of the endorsers and amounts of these loans
on a schedule of proceeds from loans and the candidates who
ultimately received the proceeds of the loans on a schedule of
transfers out. The candidates reflected the receipts as transfers
in from VSDFCC in their disclosure reports.

The Treasurer of VSDFCC informed us that the endorser of each
$1,000 loan was arranged for by the candidate who was to ultimately
receive the proceeds of the loan.

Since the candidates arranged for the endorsers of the loans,
it is apparent that the endorsers knew who would ultimately receive
the loan proceeds. Therefore, it appears that the transfers by
VSDFCC to the candidates were in effect earmarked by the endorsers
for the candidates and constitute contributions to the candidates

C to be applied against each endorser's individual $1,000 contribution
limitation for the 1976 general election. If this is the case, it

appears that the $1,000 contribution limitation for the 1976
general election has been exceeded in three (3) instances (see

N Exhibit A).

Based on the above, it is our recommendation that:

a) VSDFCC be required to

1) amend their reports to reflect the earmarking

as required

2) notify the respective candidates of the earmarking

b) the recipient candidates be required to

1) amend their reports to reflect the earmarking
as required

2) refund the excessive contributions to the
contributors and report these transactions
as required. (see Exhibit A)

We shall so inform the VSDFCC, who will in turn inform the
respecLive candidates, unless your analysis determines that an
alternate approach is necessary.

,.V
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B.. Shared Checking Account

Section 102.6(a) (1) (i) of the Commission's Regulations states,
that if a State committee, which intends to solicit, receive, or
make contributions or expenditures in excess of $1,000, to, for, or
on behalf of any candidate for Federal office, chooses to establish
a separate Federal campaign committee it shall register as a
political committee and establish a segregated Federal account.

VSDFCC registered with the FEC as a political committee
on October 20, 1976 pursuant to Section 102.6(a) (1) (i). However,
as a result of our review of VSDFCC bank statements and from a
conversation with VSDFCC's Treasurer, it was noted that VSDFCC
shared a single checking account with its parent organization,

Nthe Vermont State Democratic Committee ("VSDC") from 10/1/76
through 12/29/76. VSDC was registered with the FEC during

N this period, but was in the process of terminating.

Our review of the reports and records of both the VSDFCC
and VSDC revealed that (1) only federal activity was reported
by VSDFCC from the shared account, (2) VSDC filed FEC Form 3a
or the equivalent for the period January 1, 1976 through September
30, 1976 and terminated on May 5, 1977. VSDC's termination

X7,. notice was not accompanied by a report of receipts and expenditures
(FEC Form 3) but did state that VSDC did not receive or spend in
excess of $1,000 in support of Federal candidates and had no debts
or obligations in connection with Federal candidates. It appears
that neither committee accepted or deposited prohibited funds
into this account. VSDFCC. made transfers to Federal candidates
from this account.

The Treasurer of VSDFCC informed us that since he was not
sure whether the shared account was permissable, he opened a
segregated account for VSDFCC in December of 1976.

Based on this information we believe that VSDFCC was in
violation of Section 102.6(a)(1)(i) for not establishing a segregatec
account pursuant to this section until three (3) months after its
organization.

However, since our audit work and related tests have given
assurance that (1) VSDFCC reported all Federal related activity,
(2) VSDFCC operated from an account containing funds permissable
under the Act, (3) the unreported activity relating to the shared
account was solely for state and/or local candidates undertaken
at the direction of VSDC, we recommend that no action be taken
against either VSDFCC or VSDC pertaining to this matter.
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We request your concurrence on this matter or an alternate
method of disposition as applicable.

Please find attached the audit report (proposed) of the
VSDC for your review and conment.

C. Transfers by Subordinate State Party Committees

Section ll0.3(b) (2) (ii) of the Commission's Regulations
states that all contributions made by the political committees
established, financed, maintained, or controlled by a State party
committee and by subordinate State party committees shall be
presumed to be made by one political committee. l/

NDuring the pre-audit review of candidate reports from the
State of Vermont, it was noted that three (3) unregistered, local,
Vermont Democratic committees transferred $25.00 each to John A.
Burgess, Democratic candidate for the United States House of
Representatives. In addition,, VSDFCC transferred a total of
$5,000 to Burgess. Each of these transfers were made after the
date of the 1976 Vermont primary election. (see Exhibit B)

During the entrance conference, the Treasurer of VSDFCC
informed us that these local committees were affiliates of VSDFCC
and VSDC, but he did not keep track of their transfers to Federal
candidates because this type of activity was minimal.

Based on this information it is our contention that VSDFCC,
together with the three (3) affiliated subordinate corimmittees,
exceeded the single limitation of $5,000 per candidate, per
election. The Candidate should be required to refund the excess
portion ($75.00) to either VSDFCC or the local committees.

If you have any questions relating to the matters discussed
above, please contact Rick Halter or Paula King at extension
3-4155.

l/ The presumption, as indicated by the facts at hand, is not

rendered inoperative by 11 CFR 110.3(b) (2) (ii) (A) and (B)

Attachments as stated



EXHIBIT A - CONTRIBUTION ANALYSIS

N&dorser Endorsed Candidate
Date of
Loan 1/

Loan
Repayments
to Date

Date of
Loan
Repayments

Date of Add'l General
Add'l Contribu- tion Agi
Contributions tions to Per End
to Candidate Candidate as of 1

R.E. Davis

J.C. Kenny

P.H. Hoff

C. Stewart

J. Chatot

M. McNamara

S. Poger

'P.M. Wilson

$1,000

1,000

1,000

1,000

1,000

1,000

1,000

1,000

Burgess

Burgess

Burgess

Burgess

Burgess

Salmon

Salmon

Salmon

10-12-76

10-14-76

10-18-76

10-21-76

10-22-76

10-28-76

10-28-76

10-28-76

700

700

700

-700

1,000

700

700

700

5-27-77

5-27-77

5-27-77

5-27-77

5-27-77

5-27-77

5-27-77

5-27-77

-0-

-0-

100

-0-

-0-

50

-0-

50

10-05-76

9-20-76

9-20-76

1/ Transfers of the loan proceeds to the candidates were made within two (2) days of the date the loan
was made.

6 £ .

$1,000

1,000

1,100

,1,000

1,000

1,050

1,000

1,050

I I
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EXHIBIT B

GENERAL ELECTION TRANSFERS TO JOHN A. BURGESS 1/

(HOUSE OF REPRESENTATIVES D.-VT.)

Committee

Vermont State Democratic
Federal Campaign Committee

Hinesburg Town Democratic
Committee

Norwich Town Democratic
Committee

Georgia Town Democratic
Committee

Total

Amount

$1,000
1,000
1,000
2,000

.$5,075

1/ Vermont primary election was held on September 14, 1976.

Date

10-13-76
10-15-76
10-20-76
10-22-76

10-19-76

10-28-76

10-29-76

Mo

7



FEDERAl. ELECTION COMMISSION

1 2 K I ti I N ..

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Wayne W. Jameson, Treasurer
Vermont State Democratic Federal

Campaign Committee
Box #100
Alburg, VT 05440

RE: MUR 652

Dear Mr. Jameson:

This letter is to notify you that on the basis of
information ascertained in the' ordinary course of carrying
out its supervisory responsibilities, the Federal Election
Commission has determined that it has reason to believe the

(7 Vermont State Democratic Federal Campaign Committee, ("VSDFCC")
has violated the Federal Election Campaign Act, as amended,

-("the Act").

Specifically, the Commission found reason to believe
that the VSDFCC violated 2 U.S.C. §441a(a) (8) by failing
to report to the Conmmission and to the intended recipients,

cc earmarked transfers and the parties involved in the earmarking
of these monies.

Under 2 U.S.C. §441a(a) (8) any contribution made by a
person, either directly or indirectly, on behalf of a particular
candidate including contributions which are in any way earmarked
or otherwise directed through an intermediary or conduit shall
be reported showing the original source, by the intermediary
or conduit to the Commission and to the intended recipient.

The VSDFCC took out a number of loans in late 1976 which
were endorsed by individuals who knew that the proceeds from
these loans would be transferred to a particular candidate.
(See attached list).

Under 2 U.S.C. §431(e) (5) (G) and §431(e) (1) a loan endorse-
ment constitutes a loan from the endorser, and the definition
or a contribution includes loan.

Thus the endorsement of these loans to the VSDFCC is a
contribution to the VSDFCC by the endorser, however a contri-
bution that is earmarked for transfer to a particular candidate.

.. ... ... ,. -;,, - :i
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These loan/transfer transactions should have been reported
to the Commission and to the intended recipients as earmarked
contributions from both the loan endorser and tho VSDFCC.
Failure to so report is a violation of 2 U.S.C. §441a(a) (8).

Upon making a determination that there is reason to believe
b

that a violation has occurred, the Commission is required to
make an investigation and to afford you a reasonable opportunity
to demonstrate that no action be taken. As part of this process,
please submit within ten days of receipt of this letter any
factual or legal materials which you deem relevant to the
Commission's investigation of these matters. Failure to respond
to this letter may cause the Coimission to take further action

based on the information at hand.

This letter of notification shall remain confidential in
accordance with 2 U.S.C. §437g(a) (3) unless you state to the
Commission, in writing, that you wish the investigation to be
made public. The staff member assigned to this matter is
Clare Lindsay (telephone number 202/523-4040 or toll free
800/424-9530 ext. 50).

Sincerely,

William C. Oldaker
General Counsel

0

j



EXHIBIT A - CONTRIBUTION ANALYSIS

Loan
Date of Repayments
Loan 1/ to Date

Date of
Loan
Repayme-nts

Date of Add'I General Elec-
Add'l Contribu- tion-Aggregate
Contributions tions to Per Endorser
to Candidate Candidate as of 10/28/76

rn R.E. Davis
J. C. Kenny

P.H. Hoff

C. Stewart

J. Chatot

M. McNamara

S. Poger

R.M. Wilson

$1,000

1,000

1,000

1,000

1,000

1,000

1,000

1,000

Burgess

Burgess

Burgess

Burgess

Burgess

Salmon

Salmon
oSalmon

10-12-76 $ 700

10-14-76' 700

10-18-76 700

10-21-76 700

10-22-76 1,000

10-28-76 700

10-28-76 700

10-28-76 700

5-27-77

5-27-77

5-27-77

5-27-77

5-27-77

5-27-77

5-27-77

5-27-77

-0-

-0-

100

-0-

-0-

50

50

soo

10-05-76

9-20-76

9-20-76

$1,000

1,000

i,100

1,000

1,000

1,050

1,000

1,050

1/ Transfers of the loan proceeds to the candidates were made within two (2) days of the date the loan
was made.

7., ,. .-. ,,.

Endorser
Amount
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tMr. Alan S. Frigon,* Treasurer
Burgess for Congress Committee
RFD #I1
East Montpelier, Vermont 05651

RE: MUR 652

Dear Mr. Frigon:

This letter is to notify you that on the basis of

information ascertained in the normal course of carrying
out its supervisory responsibilities, the Federal Election

N" Commission has determined that it has reason to believe
r that the Burgess for Congress Committee has violated 2 U.S.C.

§§441b, 441a(f) and 434b(2) as interpreted by 11 C.F.R.
§110.6 (d) (2).

Under 2 U.S.C. §441b, it is unlawful for a political

comUmittee to accept or receive contributions from corpora-
ticas and/or labor organizations. For purposes of this

C t prohibition, the term "contribution" is defined to include
"any direct or indirect payment... or gift of money... to
any [Federal] candidate [or] campaign committee.".

The Burqess for Congress Committee accepted three
contributions of $25 apiece from the Hineburg Town
Democratic Committee, the Norwich Town Democratic Committee
and the Georgia Town Democratic Committee in October of
1976. None of these committees have registered or reported
to the Commuission.

Since corporate contributions and labor organization
contributions are legal in Vermont for purposes of State
elections, and since the above-named committees likely
maintained only one account into which all contributions
were deposited including presumably corporate and labor
orcanization contributions, the transfers from these
committees could represent indirect contributions of pro-
hibited funds.
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Your attention is directed to the provisions of 11 C.F.R.
§102.6(b). Under this section of the Commission's Regulations,
committees such as the Burgess for Congress Committee may not
accept transfers from accounts or committees established by a
State committee, subordinate committee of a State conunittee or
another political committee except from a committee or account
which maintains a separate, segregated Federal account or which
accepts only contributions which are permissible under the
Federal Election Campaign Act and whose contributors are informed
of the Federal contribution limitations and prohibitions.

The Commission has also found reason to believe the Burgess
for Congress Committee violated 2 U.S.C. §441a(f) by accepting
an excessive contribution from Philip H. floff. On October 5,
1978 Mr. Hoff contributed $100 to the Burgess for Congress
Committee. About October 18, 1976 Mr. Hoff endorsed a loan
of $1,000 to the Vermont State Democratic Federal Campaign
Committee at the request of John Burgess. This endorsement
arrangement included an agreement that the Burgess for Congress
Committee would receive the proceeds of this loan.

Under 2 U.S.C. §§431(e) (5)(G) and 431(e) (1), a loan endorse-
ment constitutes a loan from the endorser. Moreover, a loan
comes under the definition of a contribution. Thus Mr. Hoff's
endorsement of the $1,000 loan was a contribution to the
Vermont State Democratic Federal Campaiqn Committee. However,
this contribution was made with the understanding that the

C7, proceeds of the loan would be handed over to your committee.
Under 11 C.F.R. §110.6(a), all contributions by a person made
on behalf of or to a candidate, including contributions which
are in any way earmarked or otherwise directed to the candidate
through an intermediary or conduit, are contributions from the
person to the candidate. Furthermore under 11 C.F.R. §110.6(b),
earmarking means designation, instruction or encumbrance
(including those which are direct or indirect, express or
implied, oral or written) which results in all or any part of
a contribution or expenditure being made to, or expended on
behalf of, a clearly identified candidate or a candidate's
authorized counittee. In this way, the loan endorsement
of Philip Hoff was in fact a contribution earmharked by him
and the Vermont State Democratic Federal Campaign Committee
for John Burgess which counted toward the general election
contribution limits for 1976 of both contributors.

By accepting the $1,000 earmarked transfer from Philip
Hoff and the Vermont State Democratic Federal Campaign
Copmittee plus the $100 contribution from Philip Hoff, the
Burgess for Congress Committee. accepted an excessive con-
tribution from Philip Hoff in violation of 2 U.S.C. §441a(f).
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2 U.S.C. §434b(2) as interpreted by 11 C.F.R. §110.6(d)(2)
* requires that the recipient committee of an earmarked contri-

bution shall report the contribution, indicating that the
contribution is made by both the original contributor and the

'" conduit, (in this case Philip Hoff and the Vermont State
Democratic Federal Campaign Committee) Failure of the Burgess
for Congress Committee to so report this contribution constitutes
a violation of 2 U.S.C. §434b(2) as interpreted by 11 C.F.R.
§110.6(a), (b) and (d) (2)

Upon making a determination that there is reason to believe
that a violation have occurred, the Commission is required to
make an investigation and to afford you a reasonable opportunity
to demonstrate that no action should be taken. As part of this
process, please submit within ten days of receipt of this letter
any factual or legal materials which you deem relevant to the
Commission's investigation of this matter.

Specifically, please advise us of what efforts your committee
made to ensure that transfers from unregistered, unreporting town
committees did not contain prohibited funds.

Failure to respond to this letter may cause the Commission
to take further action based on the information at hand.

This letter of notification shall remain confidential in

accordance with 2 U.S.C. §437cg(a) (3) unless you state to the
.-*. Connission, in writing, that you wish the investigation to be
h" made public. The staff member assigned to this matter is

Clare Lindsay, (telephone number 202/523-4040 or toll free
800/424-9530 ext. 50)

Sincerely,

William C. Oldaker
General Counsel

cc: John All Burgess
P.O. Box 766
Montpelier, VT 05602

, 4 IA
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Joseph F. Geiger
Treasurer, Salmon for Vermont
P.O. Box 19
Cambridgeport, VT. 05141

RE: MUR 652

Dear Mr. Geiger:

This letter is to inform you that on the basis of informa-
tion ascertained in the normal course of carrying out its
supervisory responsibilities, the Federal Election Commission
has determined that it has reason to believe that Salmon for
Vermont violated 2 U.S.C. §§441b, 441a(f) and 434b(2) as
interpreted by 11 C.F.R. §110.6(d) (2).

Under 2 U.S.C. §441b, it is unlawful for a political
committee to accept or receive contributions from corporations
and/or labor organizations. For purposes of this prohibition,

C- the term "contribution" is defined to include "any direct or
indirect payment... or gift of money ... to any [Federal]
candidate [or] campaign committee.".

Salmon for Vermont accepted a contribution of $100 apiece
from the Barre Town Democratic Committee and the Georgia Town
Democratic Committee as well as a $380 contribution from the
Rockingham Town Committee, all in October and November, 1976.
None of these committees have registered or reported with the
Commission.

Since corporate & labor organization contributions are legal
in Vermont for purposes of State elections, and since the above-
named committees likely maintained only one account into which
all contributions were deposited including presumably corporate
and labor organization contributions, the transfers from these
committees could represent indirect contributions of prohibited
fund s.

Your attention is directed to the provision of 11 C.F.R.
§102.6(b). Under this sectiorof the Commission's Regulations,
committees such as the Salmon for Vermont may not accept
transfers from accounts or committees established by a

.. .. . .. . . .. .. .. .... ...... ....... .. ... . ,. , < ., . .- -L.. *.' i 4,' z i~ :* i. 4 ~ii -
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State committee, subordinate committee of a State committee or
another political committee except from a political committee
or account which maintains a separate, segregated Federal
account or which accepts only contributions which are permissible
under the Federal Election Campaign Act and whose contributors

:1 are informed of the Federal contribution limitations and pro-
hibitions.

The Commission Also found reason to believe Salmon for
Vermont violated 2 U.S.C. §441a(f) by accepting excessive
contributions from Maureen McNamara and Robert M. Wilson.

On September 20, 1976, Salmon for Vermont received contributions
for $50 from each of these individuals. On or about October 20,
1976, Ms. McNamara and Mr. Wilson each endorsed a loan of $1000
to the Vermont State Democratic Federal Campaign Committee,
("VSDFCC"), at the request of Thomas Salmon. This endorsement
arrangement also included an agreement that Salmon for Vermont
would receive the proceeds of this loan.

Under 2 U.S.C. §§431(e) (5) (G) and 431(e) (1), a loan endorse-
ment constitutes a loan from the endorser. Moreover, a loan
comes under the definition of a contribution. Thus Ms. McNamara's
and Mr. Wilson's endorsement of each $1,000 loan was a contri-
bution to the Vermont State Democratic Federal Campaign Committee.
However, this contribution was made with the understanding that
the proceeds of the loan would be handed over to your committee.
Under 11 C.F.R. §110.6(a), all contributions by a person made on
behalf of or to a candidate, including contributions which are
in any way earmarked or otherwise directed to the candidate
through an intermediary or conduit, are contributions from the
person to the candidate. Furthermore under 11 C.F.R. §110.6(b)
earmaking means designation, instruction or encumbrance (including
those which are direct or indirect, express or implied, oral or

written) which results in all or any part of a contribution or
expenditure being made to, or expended on behalf of a clearly
identified candidate or a candidate's authorized committee. In
this way, the loan endorsements of Mr. McNamara and Mr. Wilson
were, in fact, contributions earmarked by each of these
individuals and the VSDFCC for Thomas Salmon, which counted
toward the general election contribution limits for 1976 of
these contributors.

By accepting the $1000 earmarked transfer from Ms. McNamara
and the VSDFCC plus her $50 contribution and the $1,000 earmarked
transfer from Mr. Wilson and the VSDFCC plus his $50 contribution,
Salmon for Vermont accepted excessive contributions from both
Ms. McNamara and M tr. Wilson in violation of 2 U.S.C. §441a(f).



-3-

2 U.S.C. §434b(2) as interpreted by ii C.F.R. §110.6(d)(2)
requires that the recipient committee of an earmarked contribution
shall report the contribution, indicating that the contribution
is made by both the original contributor and the conduit, (in

* these cases Ms. McNamara and the VSDFCC and MIr. Wilson along
with the VSDFCC). Failure of Salmon for Vermont to so report
these contributionstransfers is a violation of 2 U.S.C. §434b
(2) as interpreted by 11 C.F.R. §110.6(a)(b) and (d) (2).

Upon making a determination that there is reason to believe
that a violation has occurred, the Commission is required to
make an investigation and to afford you a reasonable opportunity
to demonstrate that no action should be taken. As part of this
process, please submit within ten days of receipt of this letter
any factual or legal materials which you deem relevant to the
Commission's investigation of this matter.

Specifically, please advise us of what efforts your committee
r made to ensure that transfers from unregistered, unreporting town

comittees did not contain prohibited funds.

Failure to respond to this letter may cause the Commission
to take further action based on the information at hand.

This letter of notification shall remain confidential in
accordance with 2 U.S.C. §437g(a) (3) unless you state to the
Conission, in writing, that you wish the investigation to be

... 0made public. The staff member assigned to this matter is
Clare Lindsay, (telephone number 202/523-4040 or toll free
800/424-9530 ext. 50).

Sincerelv,

William C. Oldaker
General Counsel

cc: Thomas P. Salmon
24 Atkinson St.
Bellows Fall, VT 05101
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Robert M. Wi lson
276 College St.
Burlington, VT. 05401

RE: MUR 652

, Dear Mr. Wilson:

This letter is to notify you that- on the basis of informa-

tion ascertained in the normal course of carrying out its
supervisory responsibilities, the Federal Election Commission
has determined that you have v'iolated the Federal Election
Camnpaign Act, as amended ("the Act"), in that you endorsed
a loan for $1,000 dated October 28, 1976 to the Vermont State

Democratic Federal Campaign Committee, the proceeds of which
were contributed to Salmon for Vermont, in addition to making
a $50 contribution to Salmon for Vermont on September 20, 1976.

Under 2 U.S.C. §431(e) (5)(G), a loan from a national or
state bank made in the ordinary course of business is a loan
from each endorser or guarantor, in that proportion of the

CC" unpaid balance that each endorser or guarantor bears to the
total number of endorsers or guarantors. Further, a loan
comes under the statutory definition of a contribution as
found in 2 U.S.C. §431(e) (1)

Therefore, by endorsing a loan to the VSDFCC you made a
$1000 contribution to that comittee. However, the Commission
was informed that candidate Salmon arranged for your endorsement
of this loan and that part of the arranqemententailed Mr. Salmon's
committee receiving the proceeds of the loan. In light of this
fact, it would appear that you knew that Salmon for Vermont
would ultimately receive the proceeds of this loan such that
your contribution/loan endorsement to the VSDFCC was made in
order to benefit Salmon for Vermont.

For purposes of the $1000 aggregate contribution limit
per election to a candidate for Federal office or his authorized
committee (2 U.S.C. §441a(a) (1) (A)) all contributions made by
a person, either directly or indirectly, on behalf of a particular
candidate, including contributions which are in a.ny way earmarked

< .... - i .
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or otherwise directed through an intermediary or conduit
to such candidate shall be treated as contributions from
such person to such candidate. 2 U.S.C. §441a(a) (8).

Since you had already contributed $50 to Salmon for
Vermont in September, 1976, you exceeded the statutory
contribution limit for the 1976 general election of candidate
Salmon.

Upon making a determination that there is reason to
believe that a violation has occurred, the Commission is
required to make an investigation and to afford you a
reasonable opportunity to demonstrate that no action should
be taken. As part of this process, please submit, within
ten days of receipt of this letter, any factual or legal
materials which you deem relevant to the Commission's investi-
gation of this matter. Failure to respond to this letter may
cause the Commission to take further action based on the
information at hand.

This letter of notification shall remain confidential
in accordance with 2 U.S.C. §437g(a) (3) unless you state to
the Commission, in writing, that you wish the investigation
to be made public. The staff member assigned to this matter
is Clare Lindsay, (telephone number 202/523-4040 or toll free
number 800/424-9530)

Sincerelv,

William C. Oldaker
General Counsel

M 0 ___ M __ -
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* Maureen McNamara
14 Summit St
Burlington, VT 05401

RE: MUR 652

Dear Ms. McNamara:

This letter is to notify you that on the basis of informa-
tion ascertained in the normal course of carrying out its
supervisory responsibilities, :the Federal Election Commission
has determined that you have violated the Federal Election

NL Campaign Act, as amended ("the Act"), in that you endorsed
a loan for $1,000 dated October 28, 1976 to the Vermont State
Democratic Federal Campaign Committee, the proceeds of which
%,were contributed to Salmon for Vermont in addition to making
a $50 contribution to Salmon for Vermont on September 20, 1976.

Under 2 U.S.C. §431 (e) (5) (G) , a loan from a national or
(7 state bank made in the ordi-nary course of business is a loan

from each endorser or guarantor, in that proportion of the
unpaid balance that each endorser or guarantor bears to the
total number of endorsers or guarantors. Further, a loan
comes under the statutory definition of a contribution as
found in 2 U.S.C. §431(e) (1)

Therefore, by endorsing a loan to the VSDFCC you made a
$1000 contribution to that committee. However, the Commission
was informed that candidate Salmon arranged for your endorsement
of this loan and that part of the arrangement entailed Mr. Salmon's
conmittee receiving the proceeds of the loan. In light of this
fact, it would appear that you knew that Salmon for Vermont
would ultimately receive the proceeds of this loan such that
your contribution/loan endorsement to the VSDFCC was made in
order to benefit Salmon for Vermont.

For purposes of the $1000 aggregate contribution limit
per election to a candidate for Federal office or his authorized
committee (2 U.S.C. §441a(a) (1)(A)) all contributions made by
a person, either directly or indirectly, on behalf of a particular
candidate, including contributions which are in afty way earmarked



-2-

or otherwise directed through an intermediary or conduit
to such candidate shall be treated as contributions from
such person to such candidate. 2 U.S.C. §441a(a) (8).

Since you had already contributed $50 to Salmon for
Vermont in September, 1976, you exceeded the statutory
contribution limit for the 1976 general election of candidate
Sa imon.

Upon making a determination that there is reason to

believe that a violation has occurred, the Commission is

required to make an investigation and to afford you a
reasonable opportunity to demonstrate that no action should

be taken. As part of this process, please submit, within
ten days of receipt of this letter, any factual or legal

materials which you deem relevant to the Commission's investi-

gation of this matter. Failure to respond to this letter may

cause the Commission to take further action based on the

information at hand.

This letter of notification shall remain confidential
in accordance with 2 U.S.C. §437g(a) (3) unless you state to

the Commission, in writing, that you wish the investigation
to be made public. The staff member assigned to this matter
is Clare Lindsay, (telephone number 202/523-4040 or toll free
number 800/424-9530).

Sincerely,

William C. Oldaker
General Counsel
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Philip H. Hoff
214 Prospect Parkway

z, Burlington, VT 05401

Re: MUR 652

Dear Mr. Hoff:

This letter is to notify you that on the basis of
information ascertained in. the normal course of carrying
out its supervisory responsibilities the Federal Election
Commission has determined that it has reason to believe
that you have violated the Federal Election Campaign
Act, as amended ("the Act"), in that you endorsed a loan
for $1,000 dated October 18, 1976 to the Vermont State
Democratic Federal Campaign Committee, the proceeds of
which were contributed to the Burgess for Congress
Committee, in addition to making a $100 contribution to
the Burgess for Congress Committee on October 5, 1976.

Under 2 U.S.C. § 431(e)(5)(G), a loan from a national
or state bank made in the ordinary course of business is

a loan from each endorser or guarantor, in that proportion
of the unpaid balance that each endorser or guarantor bears
to the total number of endorsers of guarantors. Further, a

loan comes under the statutory definition of contribution
as found in 2 U.S.C. § 431(e)(1).

Therefore, by endorsing a loan to the VSDFCC you made

a $1000 contribution to that Committee. However the

Commission was informed that candidate Burgess arranged for

your endorsement of the loan. In light of this fact, it

would appear that you knew that the Burgess for Congress

Connittee would ultimately receive the proceeds of this
loan so that your contribution to the VSDFCC was made in

order to benefit the Burgess for Congress Committee.
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For purposes of the $1000 aggregate contribution
limit per election to a candidate for Federal office andhis authorized committee [2 U. S.C. § 4 41a(a) (1) (A)], allcontributions made by a person, either directly or in-
directly, on behalf of a particular candidate, including
contributions which are in any way earmarked or otherwise
directed through an intermediary or conduit to such
candidate, shall be treated as contributions from such
person to such candidate. 2 U.S.C. § 441a(a)(8)

Since you also contributed $100 to the Burgess forCongress Conmmittee in October, 1976 you have exceeded thestatutory $1,000 contribution limit for the 1976 general
election of candidate Burgess.

Upon making a determination that there is reason tobelieve that a violation has occurred, the Commission is
required to make an investigation and to afford you a
reasonable opportunity to demonstrate that no actionshould be taken. As part of this process, please submit,
within 10 days of receipt of this letter, any factual or
legal materials which you deem relevant to the Commission'sNJ investigation of this matter. Failure to respond to this
letter may cause the Commission to take further action
based on the information at hand.

This letter of notification shall remain confidential
in accordance with 2 U.S.C. § 437g(a)(3) unless you state
to the Commission, in writing, that you wish the investiga-
tion to be made public. The staff member assigned tothis matter is Clare Lindsay, (telephone number 202-523-4040 or toll free number 800-424-9530).

Sincerely,

William C. Oldaker
General Counsel
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MEMORANDUM

TO:

THROUGH:

FROM:

SUBJECT:

BILL OLDAKER

ORLANDO B. POTTER

, FF DIRECTOR

TA/RICK HALTER

AUDIT OF THE VERMONT STATE DEMOCRATIC
FEDERAL CAMPAIGN COMMITTEE-POSSIBLE
VIOLATIONS OF 11 CFR 102.6 AND 110.3(b) (2)

During the audit of the Vermont State Democratic
Federal Campaign Committee ("VSDFCC") the following matters
were noted which are being referred to your office for legal
analysis and opinion.

The audit of VSDFCC covered the period October 1, 1976,
the beginning coverage date of the initial report filed by
VSDFCC, through March 31, 1978, the final coverage date of the
latest report filed at the time of the audit.

7 A. Possible Earmarked Contributions

Section 110.6(b) defines earmarking as a designation,
instruction, or encumbrance (including those which are direct
or indirect, express or implied, oral or written) which results
in all or any part of a contribution or expenditure being made
to or expended on behalf of a clearly identified candidate or
a candidate's authorized committee.

In 1976, VSDFCC contracted for a total of eight (8) separate
$1,000 loans to enable them to make transfers to candidates for
Federal office. The proceeds of each loan were deposited into
VSDFCC's account and then transferred to the candidates by check.
VSDFCC made no additional transfers to these candidates.
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In their disclosure reports, VSDFCC reflected each of
these loans on the schedule of debts and obligations owed by
VSDFCC, each of the endorsers and amounts of these loans
on a schedule of proceeds -from loans and the candidates who
ultimately received the proceeds of the loans on a schedule of
transfers out. The candidates reflected the receipts as transfers
in from VSDFCC in their disclosure reports.

The Treasurer of VSDFCC informed us that the endorser of each
$1,000 loan was arranged for by the candidate who was to ultimately
receive the proceeds of the loan.

Since the candidates arranged for the endorsers of the loans,
it is apparent that the endorsers knew who would ultimately receive
the loan proceeds. Therefore, it appears that the transfers by
VSDFCC to the candidates were in effect earmarked by the endorsers

N for the candidates and constitute contributions to the candidates
to be applied against each endorser's individual $1,000 contribution
limitation for the 1976 general election. If this is the case, it
appears that the $1,000 contribution limitation for the 1976
general election has been exceeded in three (3) instances (see
Exhibit A).

Based on the above, it is our recommendation that:

a) VSDFCC be required to

1) amend their reports to reflect the earmarking
as required

C2) notify the respective candidates of the earmarking

b) the recipient candidates be required to

1) amend their reports to reflect the earmarking
as required

2) refund the excessive contributions to the
contributors and report these transactions
as required. (see Exhibit A)

We shall so inform the VSDFCC, who will in turn inform the
respective candidates, unless your analysis determines that an
alternate approach is necessary.
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B. Shared Checking Account

Section 102.6(a) (1) (i) of the Commission's Regulations states,
that if a State committee, which intends to solicit, receive, or
make contributions or expenditures in excess of $1,000, to, for, or
on behalf of any candidate for Federal office, chooses to establish
a separate Federal campaign committee it shall register as a
political committee and establish a segregated Federal account.

VSDFCC registered with the FEC as a political committee
on October 20, 1976 pursuant to Section 102.6(a) (1) (i). However,
as a result of our review of VSDFCC bank statements and from a
conversation with VSDFCC's Treasurer, it was noted that VSDFCC
shared a single checking account with its parent organization,
the Vermont State Democratic Committee ("VSDC") from 10/1/76
through 12/29/76. VSDC was registered with the FEC during
this period, but was in the process of terminating.

Our review of the reports and records of both the VSDFCC
and VSDC revealed that (1) only federal activity was reported
by VSDFCC from the shared account, (2) VSDC filed FEC Form 3a
or the equivalent for the period January 1, 1976 through September
30, 1976 and terminated on May 5, 1977. VSDC's termination
notice was not accompanied by a report of receipts and expenditures
(FEC Form 3) but did state that VSDC did not receive or spend in
excess of $1,000 in support of Federal candidates and had no debts
or obligations in connection with Federal candidates. It appears
that neither committee accepted or deposited prohibited funds
into this account. VSDFCC made transfers to Federal candidates
from this account.

The Treasurer of VSDFCC informed us that since he was not
sure whether the shared account was permissable, he opened a
segregated account for VSDFCC in December of 1976.

Based on this information we believe that VSDFCC was in
violation of Section 102.6(a) (1) (i) for not establishing a segregated
account pursuant to this section until three (3) months after its
organization.

However, since our audit work and related tests have given
assurance that (1) VSDFCC reported all Federal related activity,
(2) VSDFCC operated from an account containing funds permissable
under the Act, (3) the unreported activity relating to the shared
account was solely for state and/or local candidates undertaken
at the direction of VSDC, we recommend that no action be taken
against either VSDFCC or VSDC pertaining to this matter.
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We request your concurrence on this matter or an alternate
method of disposition as applicable.

Please find attached the audit report (proposed) of the
VSDC for your review and comment.

C. Transfers by Subordinate State Party Committees

Section 110.3(b) (2) (ii) of the Commission's Regulations
states that all contributions made by the political committees
established, financed, maintained, or controlled by a State party
committee and by subordinate State party committees shall be
presumed to be made by one political committee. l/

During the pre-audit review of candidate reports from the
State of Vermont, it was noted that three (3) unregistered, local,
Vermont Democratic committees transferred $25.00 each to John A.
Burgess, Democratic candidate for the United States House of
Representatives. In addition, VSDFCC transferred a total of
$5,000 to Burgess. Each of these transfers were made after the
date of the 1976 Vermont primary election. (see Exhibit B)

During the entrance conference, the Treasurer of VSDFCC
informed us that these local committees were affiliates of VSDFCC
and VSDC, but he did not keep track of their transfers to Federal
candidates because this type of activity was minimal.

Based on this information it is our contention that VSDFCC,
together with the three (3) affiliated subordinate committees,
exceeded the single limitation of $5,000 per candidate, per
election. The Candidate should be required to refund the excess
portion ($75.00) to either VSDFCC or the local committees.

If you have any questions relating to the matters discussed
above, please contact Rick Halter or Paula King at extension
3-4155.

1/ The presumption, as indicated by the facts at hand, is not

rendered inoperative by 11 CFR 110.3(b) (2) (ii) (A) and (B77

Attachments as stated



EXHIBIT A - CONTRIBUTION ANALYSIS

Ondorser
Amount
Endorsed Candidate

Date of
Loan 1/

Loan
Repayments
to Date

Date of
Loan
Repayments

Date of Add'l General Elec-
kid' 1 Contribu- tion Aggregate
Contributions ticns to Per Endorser !:i,
to Candidate Candidate as of 10/28/7-

R.E. Davis

J.C. Kenny

P.H. Hoff

C. Stewart

J. Chatot

M. McNamara

S. Poger

1.M. Wilson

$1,000

1,000

1,000

1,000

1,000

1,000

1,000

1,000

Burgess

Burgess

Burgess

Burgess

Burgess

Salmon

Salmon

Salmon

10-12-76

10-14-76

10-18-76

10-21-76

10-22-76

10-28-76

10-28-76

10-28-76

$ 700

700

700

700

1,000

700

700

700

5-27-77

5-27-77

5-27-77

5-27-77

5-27-77

5-27-77

5-27-77

5-27-77

-0

-0

100

-0

-0

50

-0

50

10-05-76

9-20-76

9-20-76

_/ Transfers of the loan proceeds to the candidates were made within two (2) days of the date the loani
was made.

L (~ L L : U.

$1,000

1,000

1,100

1,000

1,000

1,050

1,000

1,050

b



EXHIBIT B

GENERAL ELECTION TRANSFERS TO JOHN A. BURGESS l/

(HOUSE OF REPRESENTATIVES D.-VT.)

Committee

Vermont State Democratic
Federal Campaign Committee

C72Hinesburg Town Democratic
Committee

,. Norwich Town Democratic
Committee

Georgia Town Democratic
"'Committee

Total

Amount

$1,000
1,000
1,000
2,000

25

25

25

$5,075

Vermont primary election was held on September 14, 1976.

1.2

Date

10-13-76
10-15-76
10-20-76
10-22-76

10-19-76

10-28-76

10-29-76

/



FEDERAL ELECTION COMMISSION
1325 KS1IUI NWV
WASHIINGION D-C 2046B

REPORT OF THE AUDIT DIVISION
ON THE

VERMONT STATE DEMOCRATIC COMMITTEE

I. Background

A. overview

This report is based on an audit of the Vermont
State Democratic Committee ("the Committee'), undertaken by
the Audit Division of the Federal Election Commission in
accordance with the Commission 's audit policy, to determine
whether there has been compliance with the provisions of the
Federal Election Campaign Act of 1971, as amended ("the Act").
The audit was conducted pursuant to Section 438(a) (8) of
Title 2 of the United States Code, which directs the Commission
to make from time to time audits and field investigations with
respect to reports and statements filed under the provisions
of the Act.

The Committee registered with the Federal Election
Commission on July 14, 1975 as the state committee representing

C7 the Democratic Party of Vermont. It maintained its headquarters
in Burlington, Vermont.

The audit covered the period January 1, 1976 through
March 18, 1977, the termination date of the Committee. The
Committee filed Federal Election Commission Form 3a reports
or the equivalent during this period.

This audit report is based on documents and working
papers which support each of its factual statements. They form
part of the record upon which the Commission based its decisions
on the matters in this report and were available to Commissioners
and appropriate staff for review.

_ Qi

M
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B. Key Personnel

The principal officers of the Comnmittee during the
period covered by the audit were Carolyn Adler, Chairperson
during the period January 1, 1976 through January 27, 1977
and John Carnahan, Chairman during the period January 28,
1977 through March 18, 1977. The Treasurers of the Commit-
tee during the period covered by the audit were H. Clifford
Dubie from the period January 1, 1976 through July 12, 1976,
Irene Stewart during the period July 13, 1976 through
September 28, 1976, and Wayne W1. Jameson from September 29,
1976 through March 18, 1977.

C. Scope

N The audit included such tests as verification

- - of receipts and expenditures and individual transactions;
review of required supporting documentation; analysis of
Committee debts and obligations; and, such other audit
procedures as deemed necessary under the circumstances.

II. Auditor's Statement

Although our audit disclosed that the Committee did not
receive or spend in excess of $1,000 from or for Federal

r candidates during the period covered by the audit, it is the
opinion of the Audit staff, based upon examination of the
reports and statements filed and the records presented, that
the reports and statements of the Vermont State Democratic
Committee fairly present the financial activities of the
Committee for the period covered by the audit. No material
problems in complying with the Federal Election Campaign Act
were discovered during the course of the audit.
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BEFORFE THE FEDERAL ELUFXTIOt COM'MISSICtJ

In the Matter of)
) Mlm 652 (78)

Vermo~nt State Democratic Federal)
Campaign Coimittee, ot al

CERTIFICATION

I, Marjorie W. Ermons, Secretary to the Federal Election Ccommission,

do hereby certify that in Executive Session on October 12, 1978, the

Cctmnission took the following actions in MUR 652 (78):

1. Determined by a vote of 6-0 to direct the Audit Division
to send a letter to the Vermront State Demrocratic Federal
Camp~aign Ccrmittee to refund contributions in excess of the
limits as reported in MLJR 652 (78).

2. Determined by a vote of 6-0 to direct the Audit Division to
notify the Veront State Denncratic Federal Campaign Commirittee
to amend their disclosure reports to reflect earmarking, and
that the Committee be requested to notify the recipient
candidates that there was earrmarking.

3. Determined by a vote of 6-0 to close the file in MLJR 652 (78).

4. Determined by a vote of 6-0 to direct the Audit Division to
work with the Office of the General Counsel and the Reports
Analysis Division to submrit a recomndation to the Commnission
for procedures involving potential violations of 2 U.S.C. 9441b.

Attest:

Date Mroi .Emn
Secretary to the Cctwnission
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FEDERAL ELECTION COMMISSION 78OCT 4I
13-1 K STREET NWI.
WASHING TON,D.C. 20463

Date and Time Transmitted: Oct. 3, 1978 V -g

Commnissioner _______f _____

RETURN TO OFFICE OF COMMISSION SECRETARY BY: OCTOBER 51 1978 -

MUR No. 652 - First General Counsel's Report dated 10-2-78

)I approve the recommendation

() I object to the recommendation

C71V (-WCk4Y OF DO ,5,7fI44

AS) l A'#-Y1 7./
AL.5 71-2; -0t, / & '

Date:/1 g723 Signature:

THE OFFICE OF GENERAL COUNSEL WILL TAKE NO ACTION IN THIS MATTER
UNTI' THE APPROVAL OF FOUR COMMISSIONERS IS RECEIVED. PLEASE
RETURN ALL PAPERS NO LATER THAN THE DATE AND TIME SHOWN ABOVE TO
THE OFFICE OF COMMISSION SECRETARY. ONE OBJECTION PLACES THE ITEM7
04 THE EXECUTIVE SESSION AGENDlA.

P 2: 42

COMMENTS:A 1i- /
rll r//2 cr z



FEDERAL ELECTION COMMISSION

H25 K SJRIL I N.W.
WASHINGTONDC 20-)401

MEMORANDUM TO:

FROM:

SUBJECT:

DATE:

CHARLES STEELE

MARJORIE W. EMMONS~f

MUR 652 - First General Counsel's
Report dated 10-2-78
Received in Office of
Commission Secretary: 10-2-78
3:13

OCTOBER 5, 1978

The above-named document was circulated on

a 48 hour vote basis at 11:30 October 3, 1978.

Commissioner Staebler submitted an objection

at 2:42, October 4, 1978, thereby placing MUR 652 on

the Agenda for Executive Session for October 12, 1978.

A copy of Commissioner Staebler's vote sheet

is attached.

ATTACHMENT:
Copy of Vote Sheet

cc: Commissioner Staebler

C,.
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P 2: 42

Date and Time Transmitted: Oct.__3. 1978

Commiss i oner

RETURN TO OFFICE OF COMMISSION SECRETARY BY: OCTOBER 5, 1978-

7MUR No. 652 - First Genveral Counsel's Report dated 10-2-78

I aprovethe recommendation

I( ojec to the recommendation

COMMENTS: 1 eA' 6 2Xr~ O'F Do 1,71,V/1I2 1

if(- A.. 1 4 ) il

AS-.e"W k-

A.5 A/T$LIL~ c

Date: /.~ ~ Signature:

THE OFFICE OF GENERAL COUNSEL WILL TAKE NO ACTION IN THIS MATTER
UNTIL THE APPROVAL OF FOUR COMMISSIONERS IS RECEIVED. PLEASE
RETURN ALL PAPERS NO LATER THAN THE DATE AND TIME SHOWN ABOVE TO
THE OFFICE OF COMMISSION SECRETARY. ONE OBJECTION PLACES THE ITE71
ON1 THE EXECUTIVE SESSION AGEND1A.

n
,Cw- ,6f
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qRECEIVED * FEDERAL ELECTION COMM*ION

C' ~<FIRST GENERAL COUNSEL'S REPORT

DA7 Z M. Oi NSMITTAL UNO 65BY 1JP90 I 1 OCT: 17MRNO 65
__________ STAFF MEMER (S) Lindsay

SOURCE OF MUR: I N T E R N A L L Y G E N E R A T E D

RESPONDENT'S NAME: Vermont State Democratic Federal Campaign Committee
IBurqess for Conqress Committee
Salmon for Vermont

RELEANTSTATTE: Philip Hl. H1off, Maureen McNamara, Robert M. WilsonRELVAN SATUE:2 U.S.C. §441a (a) (8) , 2 U.S.c. §441a (a) (1) (A),
2 U.S.C. §44la(f),, 2 U.S.C. §441b, 2 U.S.C. §434b(2),t
11 C.F.R. §110.6(a) Cb) and (d), §102.6(a) (2) Ci)

INTERNAL REPORTS CHECKED: Audit Findings and Candidate's Reports of
Receipts and Expenditures. (See attached

FEDRL AGENCIES CHECKED: Audit Referral)

None

GE*,NER.\TION OF MATTER

This matter was referred to the Office of General-1 Counsel on the
bas-is of findinqs made-_ by the auditors durinq the audit of the Vermont
State Democratic rederal Ccampa' -iqo Committee.

SUMMIrARY OFL ALLEGATIONS

-. That Philip H1. Hoff, M,1aureen McNamara and Robert Ii. Wilson violatedt
2 U.S.C. §441a(a) (1) CA) by contributinq in excess of $1000 in a calendar
year to a candidate for Federal office,

That the, Burqess for Congqress Committee and Salmon for Verm-ont
violated 2 U.,S.C. §441a(f) by acceptincl contributions in excess of $1,000
from an ind iv 7i dualj) in a calendar11 ye-_ar. That the Burgess for Congress
Committee and Salmon for Ver-Mont faile--d to report the oriqinal source
and conduit of earma-rked tran-sfers in violation of 2 U.S.C. §434b(2)as
interpreted by 11 C..§l.(),()and (d) (2). Tha-t the Burcgess for
Congress Comittee and*J Salmton for Vermnont violated 2 UI.S.C. §44db b~y
acceptinc; transf rs -from toncomma tto~es suspected Of: having acce)tc-d
corporate/labor o rcan i7ation contributions.

That th-e Veri-n'ont State Democra tic Federal Carmpa,-iign Committee
violated 2 U.S.C. 74 aC)(8) by', failing to report to the Commission
and to the intendlea recipients earm-,arked transfers and their original
source. rjl a t t h: ~m State Democrcatic Federal Campaiqn Committeeviola-ted 2 17.S.C. ,41lh by ac- tn trnser from town committees
suspected of hein;cce~pted corporfuteQ/labor organization. contributions.
rlha the Ver:-ont_ Stae o r Duiocratic Federal Campaig-n Committee violated
11 C.F.R. §10*2.6(a-) (2) Ci) byfailinog to establish a separate segregated
account until tir munt- after its registration as a political committee.
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PRELIMINARY LEGAL ANALYSIS

During the course of auditing the Vermont State Democratic
Federal Campaign Committee, ("the VSDFCC"), thle audi tors found that
the VSDFCC had arranged for eight (8) $1,000 loans, the proceeds of
which were-contributed to two Federal candidates: $5,000 to the
Burgess for Congress Committee; and $3,000 to Salmon for Vermont.

According to the VSDFCC, the endorsers for these loans were
arr-trv;(N by the candidates who were to receive the pr-oceeds.

Under 11 C.F.R. §110.6(b), earmarking is a designation, instruc-
tion ()r encumbrance, (including those which are direct or indirect, ex-

d.ress, or implied, oral or written,) which results in all or any part
of a cont~ribution or expenditure being made to, or expended on behalf of,
a clea-rly identified candidate or candidate's authorized committee.

Since the endorsers consented to endorse these particular loans

C'wirth a specific candidate in mind, the transfers of the proceeds of these
loans, were in fact earmarked by the endorsers and the VSDFCC and were
tlriUefore contributions from the endorsers and the VSDFCC which count

tc4rd the general election contribution limits for both in 1976.

The VSDL'CC reported the loans, ,disclosing the endorsers on the
loan schedule. The candidates who received the proceeds were reported
on.,a sche dule of transfers-out. No earmarking was evident from the

V~L~CC' -eports, nor was the earmarking indicated to the recipient
CO~t'Sin violation of 2 U.S.C. §441a(a) (8) . The candidate committees

rciocrt,:d these transfers as received from the VSDFCC.

Ilitrce of the endorsers exceeded their contribution limits in
vIolatij(en of 2 U.S.C. §441a(a) (1) (A) by making oth-er general election
contrilbut ions to the candidates who received their earmarked transfer.

C . Philip H. Hoff contributed $100 in addition to the earmarked

$1000 loan he endorsed on behalf of Burgess.

2. Maureen 1.eNamara contributed $50 in addition to the earmarked

$100 loan she endorsed on behalf of Salmon.

3. Robert M. Wilson contributed $50 in addition to the earmarked

$1000 loan which he endorsed on behalf of Salmon.

The Office of General Counsel recommends the Commission find reason
to 1 j 'ke that Philip Hi. Hoff, Maureen MeINamara and Robert M1. Wilson
V I lt _ 2 U.S.C. §441a(a) (1)(A) by contributing in excess of their limits
to a- Ffed eral candidate. The Office of General Counsel also recommends
thaE-t the Commission find reason to believe that the Burgess for Congress

Coioiteeand Salmon for Vermont violated 2 U.S.C. §441a(f) by accepting

tllesc excesSive contributions and 2 U.S.C. §434(b) (2) as interpreted by
11 C.F.R. §110.6(a), (b) and d(2) by failing to report the original
contribjutor as well as the conduit of earmarked contributions. Although
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the -trnfesreeved from the VSDI3CC :showed no facial indication of
their~ havingic bee-_n earml-rked , the Tre7(i:.;1])erS Of the recipient committes
pres,_umY~Ably would have been aware of time ftact that the.ir candidates arranged
to find endlorsers for loanis to the VSr)]-W.CC, the procee,.ds of which would be
transferred to the candidate's coimun ttee.

In 1IURS 623 and 655, thci Commiiss.;ion found reason to believe that ia political contruii ttee whichl accepts cont..ributions from unregistered party
Units, that prbbymaintain single accounts in a state where corporate/
labor orgjanizaltion contributions are leyal, is in violation of 2 u.s.c.

§4411b for accepting prohibited funds.

Durinc then course of audi ting the VSDFCC,, the auditors reviewed
the reported receipts of the J)emoratic Federal candidates in Vermont
to check for receipt of cXcessive contributions from-i affiliated
con-aiittees. Although no excessive contributions were found, the Office
of General Counsel notes that Burgess for Congress Committee accepted
thre.transfers of $25 each from unregjistered local, Vermont Democratic

Stown commi ttees. Also the Salmon for Vermont Committee accepted three
ccnt2ibutions totaling $580 from unregistered, local Vermont Democratic

Stown comi-i ttees,. The VSDFCC itself accepted two contributions totaling
$10j~from these types of committees, which were refunded by the Commnittee
vvhenithe aiuditors advised that the sour-ces of these monies w~ould have

*to be traced( to establishl w.,hether or not they contained prohibited funds.
~I'1e~~1 tte w tieved such a tracec w-ould be at best difficult if not

inconclusive, -,( refunds w..ere mad(,.

A Ther;e u.,re~gistc-.d comi-Litt.ici-; in- all likelihood maintain one
accouint into whijchj is depos,,ited (--I conltribuitionsL includIing~ presumlably
corp~rate andl li hor orac 2to onCr ibutions wh:]ich) are lecal for state
purpJ:o S Cs inl Verm_--[ont. 'Therefore, liu Office of Generil Counsel recommends

eons, C1 s Lent. wi Lh prev ious f ilid ings , the Gomiission find reont
belieVe I'll i for Congress and Samnfor Vermont violated 2 U.S.C.
§44 1) by acetqcontributlions from comiittees which are suspectedof r.acct-Itin( corat a c ao ra .1 ix, ion contr i Lu t ions .Wihrgd

*to t1e V1SDl7Cc: thle Of fiuce of Genecral. Counlsel recommen,_-ids thait the Commiission
take no0 aeti.i on ill coilne(-ct ion w-.ith thecir acceptance of two trans fers
toLainj o )-( 10 from, tow.n comi ttees ;. According t~o the, Comimission's policy
ap,,rovea July 26, 1978, regarding app arent corporate/ labor orgjanization
-. otri butiolls, the Commission wouldc find reason to believe the VSDFCC via-
lated0 44.T1 but tak!e no Further action if the con tril I,-ions were refunded.

In this case, with transfers which are susp:ected of containing corporate/labo-
fuindis, thle Office of General Counsel recomme-inds no finding be made against
the VSM -Cc bci~ re-.funds have. bee,-n miade and tho violation, if any, is
de miniis

Alhuhtheo VCSI)j.CC rcgist eredl with t he FEC en October 20, 1976/
til 5 om t:V n sare asingle a-ccount th. its Paetorgani za -tion,

theVemot t ( DeocatreCoi~- toe, foi-piexmtl three" mlonths
befre s Lb] sli j aSeprat, :e(regtedac'onn .Durinq thir, three

mon l p5 imd, ~ecv~ra 1feo I act xr cndce froml"I tis alcco)unt.
I itm w eVVEC and no [ed~ fi I fun ds L'1p',IC "C i to) have been

0a tC c TK~ v Cs 0 Ii i I!asea~~. ,. 'ULlt Icon it I three TU
lip~~~~~~~~~~~ 111 1J aI t 1) r( C~i12U oi ~ ~ t~ \~l eavoctino
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11 C.F.R. §102.6(a) (2) (1) only if there were evidence that prohibited
funds were deposited in the single account. The Office of General Counsel
finds no evidence that this occurred an therefore recommends no action
be taken by the Commission in this regard.

RECOMMENDATIONS

1. Find reason to believe that Philip H. Hoff, Maureen McNamara and
Robert M. Wilson violated 2 U.S.C. §441a(a) (1) (A) by making excessive
contributions to Federal candidates.

2. Find reason to believe that the Vermont State Democratic Federal
Campaign Committee viojated 2 U.S.C. §441a(a) (8) by failing to
report to the Conmmission and to the intended recipients earmarked
transfers and their original source. Take no action against the
VSDFCC regarding the 2 U.S.C. §441b allegation for accepting
transfers from committees which are suspected of having accepted

.prohibited funds. Take no action regarding the 11 C.F.R. §102.6(a)
(2) (i) allegation.

3.' Find reason to believe that the Burgess for Congress Committee
*^and Salmon for Vermont violated 2 U.S.C. §441a(f) by accepting

excessive contributions and 2 U.S.C. §434b(a) as interpreted by
11 C.F.R. §110.6(a), (b) and. (d)(2) by1 failing to report the
oriqjinal source and conduit of earmarked transfers. Find reason
to believe that the Burgess for Congress Com-mittee and Salmon for

e--Vermolint violated 2 U.S.C. 5441b b-,. acceptin-q contr ibut4--ions fromn
comil ttoes which are suspDected of having accejptedI prohibi ted

4. Sond] attached letters.

ATTACHJMENTS

1. Audit Referral Memo.
2. Letter to Wayne W1. Jameson
3. Letter to Alan S. Frigon
4. Letter to Joseph F. Geiger
5. Letter to Robert M. W-vilson
6. Letter to Maureen M1,cNamara
7. Letter to Philip H-. lofff
8. Certification
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FEDER AL ELECTION COMMISSION

WA4SHI\NGIUN 1)(. 20461

July 14, 1978
MEMORANDUM

TO: BILL OLDAKER

THROUGH: ORLANDO B. POTTER
FDIRECTOR

FROM: T/IKHALTER

SUBJECT: UDTOF THE VERMONT STATE DEMOCRATIC
FEDERAL CAMPAIGN COMMITTEE-POSSIBLE
VIOLATIONS OF 11 CFR 102.6 AND 110.3(b) (2)

During the audit of the Vermont State Democratic
Federal Campaign Committee ("VSDFCC"1) the following matters
were noted which are being referred to your office for legal
analysis and opinion.

The audit of VSDFCC covered the period October 1, 1976,
the beginning coverage date of the initial report filed by
VSDFCC, through March 31, 1978, the final coverage date of the
latest report filed at the time of the audit.

A. Possible Earmarked Contributions

Section 110.6(b) defines earmarking as a designation,
instruction, or encumbrance (including those which are direct
or indirect, express or implied, oral or written) which results
in all or any part of a contribution or expenditure being made
to or expended on behalf of a clearly identified candidate or
a candidate's authorized committee.

In 1976, VSDFCC contracted for a total of eight (8) separate
$1,000 loans to enable them to make transfers to candidates for
Federal office. The proceeds of each loan were deposited into
VSDF'CC's account and then transferred to the candidates by check.
VSDFCC made no additional transfers to these candidates.



-2-

En their disclosure reports, VSDFCC reflected each of
these loans on the schedule of debts and obligations owed by
VSDFCC, each of the endorsers and amounts of these loans
on a schedule of proceeds from loans and the candidates who
ultimately received the proceeds of the loans on a schedule of
transfers out. The candidates reflected the receipts as transfers
in from VSDFCC in their disclosure reports.

The Treasurer of VSDFCC informed us that the endorser of each
* $1,000 loan was arranged for by the candidate who was to ultimately
* receive the proceeds of the loan.

Since the candidates arranged for the endorsers of the loans,
it is apparent that the endorsers knew who would ultimately receive
the loan proceeds. Therefore, it appears that the transfers by
VSDFCC to the candidates were in effect earmarked by the endorsers
for the candidates and constitute contributions to the candidates

[ to be applied against each endorser' s-individual $1,000 contributionLi limitation for the 1976 general election. If this is the case, it
appears that the $1,000 contribution limitation for the 1976

_ general election has been exceeded in three (3) instances (see
Exhibit A).

Based on the above, it is our recommendation that:

a) VSDFCC be required to

1) amend their reports to reflect the earmarking
as required

2) notify the respective candidates of the earmarking

b) the recipient candidates be required to

1) amend their reports to reflect the earmarking
as required

2) refund the excessive contributions to the
contributors and report these transactions
as required. (see Exhibit A)

We. shall so inform the VSDFCC, who will in turn inform the
respective candidates, unless your analysis determines that an
alternate approach is necessary.
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B. Shared Checking Account

Section 102.6(a) (1) Ci) of the commission's Regulations states,
that if a State committee, which intends to solicit, receive, or
make contributions or expenditures in excess of $1,000, to, for, or
on behalf of any candidate for Federal office, chooses to establish
a separate Federal campaign committee it shall register as a
p)olitical committee and establish a segregated Federal account.

VSDFCC registered with the FEC as a political committee
on October 20, 1976 pursuant to Section 102.6(a)(l)(i). However,
a s a result of our review of VSDFCC bank statements and from a
conversation with VSDFCC's Treasurer, it was noted that VSDFCC
shared a single checking account with its parent organization,
the Vermont State Democratic Committee ("VSDC") from 10/1/76
through 12/29/76. VSDC was registered with the FEC during
this period, but was in the process of terminating.

our review of the reports and records of both the VSDFCC
and VSDC revealed that (1) only federal activity was reported

Al' by VSDFCC from the shared account, (2) VSDC filed FEC Form 3a
_7 or the equivalent for the period January 1, 1976 through September

30, 1976 and terminated on May 5, 1977. VSDC's termination
notice was not accompanied by a report of receipts and expenditures
(FEC Form 3) but did state that VSDC did not receive or spend in
excess of $1,000 in support of Federal candidates and had no debts
or obligations in connection with Federal candidates. It appears

0- that neither committee accepted or deposited prohibited funds
into this account. VSDFCC made transfers to Federal candidates
from this account.

The Treasurer of VSDFCC informed us that since he was not
sure whether the shared account was permissable, he opened a
segregated account for VSDFCC in December of 1976.

Based on this information we believe that VSDIF-CC was in
violation of Section 102.6(a) (1) (i) for not establishing a segregatec'
account pursuant to this section until three (3) months after its
organization.

However, since our audit work and related tests have given
assurance that (1) VSDFCC reported all Federal related activity,
(2) VSDFCC operated from an account containing funds permissable

udrthe Act, (30 the unreported activity relating to the shared
account was solely for state and/or local candidates undertaken
at the direction of VSDC, we recommend that no action be taken
against either VSDFCC or VSDC pertaining to this matter.
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We request your con(currence on this matter or an alternate
method of disposition a.,; applicable.

Please find attached the audit report (proposed) of the
VSDC for your review and comment.

C. Transfers by Subordinate State Party Committees

Section 110.-()()(i of the Commission's Regulations
states that ~ b all cotiuioni aeb)h oltclcmite

stablsthed, finacnedritinae or ctrolledibyal Somtteeprt
commbiteead bynasubordmina dorcnrlldb State partycoites halb

presumed to be made by one political commiittee. l/

During the pre-audit review of candidate reports from the
N State of Vermont, it was noted that three (3) unregistered, local,

Vermont Democratic committees transferred $25.00 each to John A.
Burgess, Democratic candidate for the United States Hiouse of
Representatives. In addition,, VSDFCC transferred a total of
$5,000 to Burqess. Each of these transfers were made after the
date of the 1976 Vermiont primary election. (see Exhibit B)

During the entrance conference, the Treasurer of VSDFCC
informed us tha~t these local committees were affiliates of VSDFCC
and VSDC, but hie did not keep track of their transfers to Federal
candidates because this type of activity was minimal.

Based on this information it is our contention that VSDFCC,
r together with the three (3) affiliated subordinate committees,

exceeded the single limitation of $5,000 per candidate, per

a election. The Candidate should be required to refund the excess
portion ($75.00) to either VSDFCC or the local committees.

If you have any questions relating to the matters discussed
above, please contact Rick Halter or Paula King at extension
3-4155.

1/ The presumption, as indicated by the facts at hand, is not

rendered inoperative by 11 CFR 110. 3(b) (2) (ii) (A) and ()

Attachments as stated



EXHIBIT A - CONTRIBUTION ANALYSIS

\.ndorser
Amount
Endorsed Candidate

Date of
Loan l/

Loan
Repayments
to Date

Date of
Loan
Repamnts

Date of Add'1 General Elec-
Add' 1 Contribu- tion Aggregate
Contributions tions to Per Endorser
to Candidate Candidate as of 10/28/76'

R. E. Davis

J. C. Kenny

P. H. Hof f

C. Stewart

J. Chatot

M. McNamara

S. Poger

'*- M Wilson

$1,000

1,000

1 , 000

1,r000

1,000

1,r000

1,000

1',000

Burgess

Burgess

Burgess

Burgess

Burgess

Salmn

Salmon

Salmon

10-12-76

10-14-76

10-18-7 6

10-21-76

10-22-76

10-28-76

10-28-76

10-28-76

700

700

700

-700

1,000

700

700

700

5-27-77

5-27-77

5-27-77

5-27-77

5-27-77

5-27-77

5-27-77

5-27-77

-0

-0

100

-0

-0

50

-0

50

10-05-76

9-20-76

9-20-76

1/ Transfers of the loan proceeds to the candidates were made within two (2) days of the date the loan
was made.

$1,000

1,000

1,100

,1,000

1,000

1,050

1,000

1,050



EXHIBItT B

GENERAL ELECTION TRANSFERS TO JOHN A. BURGESS 1/

(HOUSE OF REPRESENTATIVES D.-VT.)

Committee

.Vermont State Demccratic
C7. Federal Campaign Committee

CO.~

Hinesburg Town Democratic
Committee

Norwich Town Democratic
e-ommi ttee

-Georgia Town Democratic
.Qommittee

Total

Amount

$1,000
1,000
1,000
2,000

25

Date

10-13-7 6
10-15-7 6
10-20-76
10-22-76

10-19-76

10-28-76

10-29-76

$5,075

I./ Vermont primary election was held on September 14, 1976.



FEDERA[ E[ECTION COMMISSION
1 Q5 K S IR1 H N.W

CERTIIlED MA IL
RETUIRN RECEIPT REQUESTED

Wayne W. Jameson, Treasurer
Vermont State Democratic Federal

Campaign Committee
Box #100
Alburg, VT 05440

RE: MUR 652

- Dear Mr. Jameson:

This letter is to notify you that on the basis of
information ascertained in the-ordinary course of carrying
out its supervisory responsibilities, the Federal Election
Comission has determined that it has reason to believe the
Vermont State Democratic Federal Campaign Committee, ("VSDFCC")
has violated the Federal Election Campaign Act, as amended,
("the Act").

Spe_,cifically, the Commission found reason to believe
thait the VSDFCC violated 2 U.S.C. §441a(a) (8) by failing
to report to the Comtmission Iand to the intended recipients,
earmarked transfers and the parties involved in the earmarking
of these monies.

Under 2 U.S.C. §441a(a) (8) any contribution made by a
person, either directly or indirectly, on behalf of a particular
candidate includincl contributions which are in any way earnmarked
or othjerw.ise directed through an intermediary or conduit shall
be re _-ortecl showing the original source, by the intermediary
or conduit to the Commission and to the intended recipient.

The VSDFCC took out a number of loans in late 1976 which
weeendorseda by individuals who knew that the p7.roceeds from

these loans would be transferred to a particular candidate.
(See attached list).

Under 2 U.S.C. §431(e) (5) (0 and §431(e) (1) a loan endorse-
ment constitutes a loan from the endorser, and the definition
of a contribution includes loan.

Thus the endorsement of these loans to the VSDFCC is a
contribtition to the VSDFCC by 'the endorserhowever a contri-
bution that is earmarked for transfer to a particular candidate.
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These loan/transfer transactions should have been reported
to the Commission and to the intended recipients as earmarked
contributions from both the loan endorser and the VSDFCC.
Failure to so report is a violation of 2 U.S.C. §441a(a) (8).

Upon making a determination that there is reason to believe
that a violation has occurred, the Commission is required to
make an investigation and to afford you a reasonable opportunity
to demonstrate that no action be taken. As part of this process,
pleas3e submit within ten days of receipt of this letter any
factual or legal materials which you deem relevant to the
Commission's investigation of these matters. Failure to respond
to this letter may cause the Commission to take further action
based on the information at hand.

- This letter of notification shall remain confidential in
__accordance with 2 U.S.C. S437g(a) (3) unless you state to the

Commission, in writing, that you wish the investigation to be
Smade public. The staff member assigned to this matter is

Clare Lindsay (telephone number 202/523-4040 or toll free
800/424-9530 ext. 50).

Sincerely,

William C. Oldaker
General Counsel



EXHIBIT A -CONTRIBUTION ANALYSIS

Loan
Date of Repayments
Loan 1/ to Date

Date of
Loan
Repaymebnts

Add' 1
Contributions
to Candidate

Date of Add'1
Contribu-
tions to
Candidate

General Elec-
tion-Aggregate
Per Endorser
as of 10/28/76

R. E. Davis

J. C. Kenny

P. H. Hof f

C. Stewart

J. Chatot

M. McNamara

S. Poger

R.M. Wilson

$1,000

1,000

1,000

1,000

1,000.

1,000

1,000O

1,000

Burgess

Burgess

Burgess

Burgess

Burgess

Salmon

Salmon

Sal:nn

10-12-76 $ 700

10-14-76' 700

10-18-76 700

10-21-76 700

10-22-76 1,000

10-28-76 700

10-28-76 700

10-28-76 700

1/ Transfers of the loan proceeds to the candidates were made within to (2) days of the date te loan
was made.

II

*1 7 : I &* f7->V 4 p ~

Endorser
Amunt
Endorsed Candidate

5-27-77

5-27-77

5-27-77

5-27-77

5-27-77

5-27-77

5-27-77

5-27-77

-0-

-0-

100

-0-

-0-

50

-0-

50

$1,000

1,000

1,100

1,000

1,000

1,1050

1,000

1,050

10-05-76

9-20-76

9-20-76



FEDERAL ELECTION COMMISSION

I11) 2 I 1.zII NW

\A \ MHI(ION( . 20403

CERTIFIED MAIL
RETURNI RECEIPTI I1EQUESTED

Mr. Alan S. Fri-yon,. Treasurer
Burgess for Congiress Committee
RFD #-1
East Montpelier, Vermont 05651

RE: MUR 652

Dear Mr. Frigon:

This letter is to notify you that on the basis of
information ascertained in the normal course of carrying
out its sup~ervisory responsibilities, the Federal Election
Commission has determined that it has reason to believe
that the Burgess for Congress Committee has violated 2 U.S.C.
§§441b, 44la(f) and 434b(2) as interpreted by 11 C.F.R.
§110.6(d) (2).

Under 2 U.S.C. §441b, it is unlawful for a political
committee to acclu-pt or receive contributions from corpora-
tions and/or labor organizations. For purposes of this
prohibition, the term "contribution" is defined to include
1an direct or indirect payment... or gift of money... to
any [Federal] candidate [or] campaign committee.".

The Burgess for Congress Committee accepted three
contributions of $25 apiece from the Hineburq Town
Democratic Coi-mittee, the Norwich Town Democratic Committee
and the Georgia Town Democratic Committee in October of
1976. 'None of these committees have registered or reported
to the Corri~ssion.

Since corporate contributions and labor organization
contributions are leqlal in Vermont for purposes of State
elections, and since the above-named committees likely
maintained only one account into which all contributions
were deposited including presumably corporate and labor
organization contributions, the transfers from these
cornmittees could represent indirect contributions of pro-
hibited fu-nds.
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Your attention is directed to the provisions of 11 C.F.R.
§102.6(b). Under this section of the Commission's Regulations,
committees :iieh as the Burgess for Congress Committee may not
accept tranF.lc.rs from accounts or committees established by a
State committc'e, subordinate committee of a State committee or
another poliLical committee except from a committee or account
which maintains a separate, segregated Federal account or which
accepts only contributions which are permissible under the
Federal Election Campaign Act and whose contributors are informed
of the Federal contribution limitations and prohibitions.

The Commission has also found reason to believe the Burgess
for Concgress Committee violated 2 U.S.C. §441a(f) by accepting
an excessive contribution from Philip H1. Hoff. on October 5,
1978 Mr. Hoff contributed $100 to the Burgess for Congress
Committee. About October 18, 1976 Mr.-Hloff endorsed a loan
of $1,000 to the Vermont State Democratic Federal Campaign
Committee at the request of John Burgess. This endorsement
arrangement included an agreement that the Burgess for Congress
Committee would receive the proceeds of this loan.

Under 2 tJ.S'.C, §§431(e) (5) (G) and 431(e) (1), a loan endorse-
ment constitutes a loan from the endorser. Moreover, a loan
comes under the definition of a contribution. Thus Mr. Hoff's
endorsement of the $1,000 loan w,.as a contribution to the
Vermont' State Democratic Federal. Canipaicin Committee. However,
this contribution was made with the understanding that the

~. proceeds of the loan would be handed over to your committee.
Under 11 C.F.R. C110.6(a), all contributions by a person made
on behalf of or to a candidate, includinq contributions which
are in any way,, earmarked or otherwise directed to the candidate
throuqh an intermediary or conduit, are contributions from the
person to the candidate. Furthermore under 11 C.F.R. §110.6(b),
earmarkl-ing means designation, instruction or encumbrance
(including those which are direct or indirect, express or
implied, oral or written) which results in iil]. or any part of
a contribution or expenditure being made to, or expended on
behalf of, a clearlyl identified candidlate or a candidate's
authorized committee. In this way, the loan endorsement
of Philip Hoff was in f!-act a contribution -earmcarked by him
and the Vermiont State Democratic F"ederal Campaign Committee
for John Burc ess which counted toward the general election
contribution limits for 1976 of both contributors.

By accepting the $1,000 earmarked transfer from Philip
Hoff and! the Vermont State Democratic Federal Campaign
Comm.uittee plus the $100 contribution from Philip 'Hoff, the
Burgess for Congress Commi t tee, accepted an excessive con-
tribution from Philip H1off" in violation of 2 U.S.C. §441a(f).
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2 U.S.C. 5434b(2) as- interpreted by 11 C.F.R. §110.6(d) (2)
requires that the recipient committee of an earmarked contri-
bution shall report the contribution, indicating that the
contribution is made by both the original contributor and the
conduit, (in this case Philip Hoff and the Vermont State
Democratic Federal Campaign Committee). Failure of the Burgess
for Congress Committee to so report this contribution constitutes
a violation of 2 U.S.C. 9434b(2) as interpreted by 11 C.F.R.
§110. 6(a) , (b) and (d) (2).

Upon making a determination that there is reason to believe
_that a violation have occurred, the Commission is required to

make an investigation and to afford you a reasonable opportunity
to demonstrate that no action should be taken. As part of this
process, please submit within ten days of receipt of this letter
any factual or legal materials which you deem relevant to the
Commission's investigation of this matter.

Specifically, please advise us of what efforts your committee
made to ensure, that transfers from unregistered, unreporting town
committees did riot contain prohibited funds.

Failure to respond to this letter may cause the Commission
to take further action based on the information at hand.

C_ This letter of notification shall remain confidential in
accordance with 2 U.S.C. §437g(a) (3) unless you state to the
Commission, in writing, that you wish the investigation to be
made public. The staff member assigned to this matter is
Clare Lindsay, (telephone number 202/523-4040 or toll free
800/424-9530 ext. 50).

Sincerely,

William C. Oldaker
General Counsel

cc: John All B~urgess
P.O. Box 766
M~ontpelier, VT 05602



FEDERAL EL ECTION COMMISSION
11-15 K SIkIE I NW

- 'VA \AThN(,JON, )(_ 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Joseph F. Geiqer
Treasurer, Salmon for Vermont
P0O. Box 19
Cambridgeport, VT. 05141

RE: MUR 652

Dear Mr. Geiger:

- This letter is to inform you that on the basis of informna-
tioni ascertained in the normal'course of carrying out its
supervisory responsibilities, the Federal Election Commission
has; determined that it has reason to believe that Salmon for
Vermont violated 2 U.S.C. §§441b, 441a(f) and 434b(2) as
interpreted by 11 C.F.R. §110.6(d) (2).

Under 2 U.S.C. §441b, it is unlawful for a political
committee to accept or receive contributions from corporations
and/or labor orqanizations. For purposes of this prohibition,
the term "contribution" is defined to include "any direct or
indirect payment ... or gift of money ... to any [Federal]
candidate [or] campaign committee.".

Salmon for Vermont accepted a contribution of $100 apiece
from the Barre Town Democratic Committee and the Georgia Town
Democratic Committee as well as a $380 contribution from the
Rockingham Town Committee, all in October and November, 1976.
None ofL these committees have registered or reported with the
Commission.

Since corporate & labor organization contributions are legal
in Vermont for purposes of State elections, and since the above-
namecd committees likely maintained only one account into which
a-ll contributions w-,ere deposited including presumably corporate
and lab-or orqianization contributions, the transfers from these
coi--mittees could represent indirect contributions of prohibited
funds.

Your attention is directed to the provision of 11 C.F.R.
§102.6(b). Under this sectior ,of the Commission's Regulations,
cormmlit tees such as the Salmon for Vermont may not accept
transfers from accounts or committees established by a
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State committee, subordinate committee of a State committee or
another political committee except from a political committee
or account which maintains a separate, segregated Federal
account or which accepts only contributions which are permissible
under the Federal Election Campaign Act and whose contributors
are informed of the Federal contribution limitations and pro-
hibit ions.

The Commission Also found reason to believe Salmon for
Vermont violated 2 U.S.C. §441a(f) by accepting excessive
contributions from Maureen McNamara and Robert M. Wilson.
On September 20, 1976, Salmon for Vermont received contributions
for $50 from each of these individuals. On or about October 20,
1976, Ms. McNamara and Mr. Wilson each endorsed a loan of $1000
to the Vermont State Democratic Federal Campaign Committee,
("VSDFCC"), at the request of Thomas Salmon. This endorsement
arrangement also included an agreement that Salmon for Vermont
would receive the proceeds of this loan.

Under 2 U.S.C. §§431(e) (5) (G) and 431(e) (1), a loan endorse-
ment constitutes a loan from the endorser. Moreover, a loan
comes under the definition of a contribution. Thus Ms. McNamara' s
and Mr. Wilson's endorsement of each $1,000 loan was a contri-
bution to the Vermont State Democratic Federal Campaign Committee.
However, this contribution was made with the understanding that
the proceeds of the loan would be handed over to your committee.
Under 11 C.F.R. §110.6(a), all contributions by a person made on

~- behalf of or to a candidate, including contributions which are
in any way earmarked or otherwise directed to the candidate
through an intermediary or conduit, are contributions from the
person to the candidate. Furthermore under 11 C.F.R. §110.6(b)
earmaking means designation, instruction or encumbrance (including
those which are direct or indirect, express or implied, oral or
written) which results in all or any part of a contribution or
ex..penditure being made to, or expended on behalf of a clearly
identified candidate or a candidate's authorized committee. In
this way, the loan endorsements of Mr. McNamara and Mr. Wilson
were, in fact, contributions earmarked by each of these
individuals and the VSDFCC for Thomas Salmon,which counted
toward the general election contribution limits for 1976 of
these contributors.

By accepting the $1000 earmarked transfer from Ms. McNamara
and the VSDFCC plus her $50 contribution and the $1,000 earmarked
transfer from Mr. Wilson and the VSDFCC plus his $50 contribution,
Salmon for Vermont accepted excessive contributions from both
Ms. 1Nc'Namara and i*lr. W ,ilson in violation of 2 U.S.C. §441a(f).
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2 U.S.C. §434b(2) as interpreted by 11 C.F.R. §110.6(d) (2)
requires that the recipient committee of an earmarked contribution
shall report the contribution, indicating that the contribution
is made by both the original contributor and the conduit, (in
these cases Ms. McNamara and the VSDFCC and Mr. Wilson along
with the VSDFCC). Failure of Salmon for Vermont to so report
these contributions~transfers is a violation of 2 U.S.C. §434b
(2) as interpreted by 11 C.F.R. §ll0.6(a)(b) and (d)(2).

Upon making a determination that there is reason to believe
-~that a violation has occurred, the Commission is required to

make an investigation and to afford you a reasonable opportunity
to demonstrate that no action should be taken. As part of this
process, please submit within ten days of receipt of this letter
any factual or legal materials which you deem relevant to the
Commission's investigation of this matter.

Specifically, please advise us of what efforts your commi~ttee
made to ensure tha,_t transfers from unregistered, unreporting town
committecs did not contain prohibited funds.

Failure to respond to this letter may cause the Commission
to talke further action based on the information at hand.

* This letter of notification shall remain confidential in
accorda-znce with 2 U..S.C. §4379(a) (3) unless you state to the

SCommu-ission, in writing, that you wish the investigation to be
made public. The staff member assigned to this matter is
Clare Lindsay, (telephone number 202/523-4040 or toll free
800/424-9530 ext. 50).

Sincere ly,

Willia-m C. Oldaker
General Counsel

cc: Thomas P . Sa Liion
24 Aitkinson St.
Bellows Fall, VT 05101



FEDERAL ELECTION COMMISSION

1 Q5 K ') I R1II I N..Vv.

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Robert M. Wilson
276 College St.
Burlington, VT. 05401

RE: MUR 652

rDear Mr. Wilson:

This letter is to notify you that on the basis of informa-

supervisory responsibilities, the Federal Election Commission
_has determined that you have Viiolated the Federal Election

Campaign Act, as amended ("the Act"), in that you endorsed
a loan for $1,000 dated October 28, 1976 to the Vermont State
Democratic Federal Campaign Committee, the proceeds of which
were contributed to Salmon for Vermont,/in addition to making
a $50 contribution to Salmon for Vermont on September 20, 1976.

Under 2 U.S.C. §431(e) (5) (C), a loan from a national or

C'- state bank made in the ordinary course of business is a loan
r from each endorser or quarantor, in that proportion of the

unpaid balance that each endorser or guarantor bears to the
total number of endorsers or guarantors. Further, a loan
comes under the statutory definition of a contribution as
f ound in 2 U. S. C. S§431 (e) (1) .

Therefore, by endorsing a loan to the VSDFCC you made a
$1000 contribution to that committee. However, the Commission
was informed that candidate Salmon arranged for your endorsement
of this loan and that part of the arrangiement entailed Mr. Salmon's
committee receiving the proceeds of the loan. In light of this
fact, it would. apjxoar that you knew that Salmon for Vermont
wvould ultimately receive the proceeds of this loan such that
your contribution/loan endorsement to the VSDFCC was made in
order to benefit Salmon for Vermont.

For purposes of the $1000 aggreglate contribution limit
per election to a candidate forFederal office or his authorized
committee (2 U.S.C. §441a(a) (1) (A)) all contributions made by
a person, either directly or indirectly, on behalf of a particular
candidate, including contributions which are in a-ny way earmarked
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or otherwise directed through an intermediary or conduit
to such candidate shall be treated as contributions from
such person to such candidate. 2 U.S.C. §441a(a) (8).

Since you had already contributed $50 to Salmon for
Vermont in September, 1976, you exceeded the statutory
contribution limit for the 1976 general election of candidate
Salmon.

Upon making a determination that there is reason to
believe that a violation has occurred, the Commission is
required to make an investigation and to afford you a
reasonable opportunity to demtonstrate that no action should
be taken. As part of this process, please submit, within
ten days of receipt of this letter, any factual or legal
materials which you deem relevant to the Commission's investi-
gation of this matter. Failure to respond to this letter may
cause the Commission to take further action based on the
information at hand.

This letter of notification shall remain confidential
in accordance with 2 U.S.C. §437q(a) (3) unless you state to
the Commission, in writing, that you wish the investigation
to be made public. The staff member assigjned to this matter
is Clare Lindsay, (telephone number 202/523-4040 or toll free

c number 800/424-9530).

Sincerely,

William C. Oldaker
General Counsel



FEDERAL ELEC I ION COMMISSION

WASNItG1ON,)C ( ,461

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Maureen McNamara
14 Summit St
Burlington, VT 05401

RE: MUR 652

-, Dear Ms. McNamara:

This letter is to notify you that on the basis of informa-
tion ascertained in the normal course of carrying out its
s3upervisory responsibilities, the Federal Election Commission
ha~s determined that you have violated the Federal Election
Cam11paign Act, as amended ("the Act"), in that you endorsed
a loan for $1,000 dated October 28, 1976 to the Vermont State
Democratic Federal Campaign Committee, the proceeds of which
were contributed to Salmon for Vermont in addition to making
a $50 contribution to Salmon for Vermont on September 20, 1976.

Under 2 U.S.C. §431(e) (5) (G), a loan from a national or
state bank made in the ordinary course of business is a loan

C from each endorser or guarantor, in that proportion of the
unpaid balance that each endorser or guarantor bears to the
total number of endorsers or guarantors. Further, a loan
comes under the statutory definition of a contribution as
found in 2 U.S.C. §431(e) (1).

Therefore, by endorsing a loan to the VSDFCC you made a
$1000 contribution to that committee. However, the Commission
was informed that candidate Salmon arranged for your endorsement
of this loan and that part of the arrangement entailed Mr. Salmon's
committee receiving the proceeds of the loan. In light of this
fact, it would appear that you knew that Salmon for Vermont
would ultimately receive the proceeds of this loan such that
your contribution/loan endorsement to the VSDFCC was made in
order to benefit Salmon for Vermont.

For purposes of the $1000 aggregate contribution limit
per election to a candidate for Federal office or his authorized
committee (2 u.S.C. §441a(a) (1)(A)) all contributions made by
a person, either directly or indirectly, on behalf of a particular
canididate, including contributfions which are in ah'y way earmarked
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or otherwise directed through an intermediary or conduit
to such candidate shall be treated as contributions from
such person to such candidate. 2 U.S.C. §441a(a) (8).

Since you had already contributed $50 to Salmon for
Vermont in September, 1976, you exceeded the statutory
contribution limit for the 1976 general election of candidate
Salmon.

Upon making a determination that there is reason to
believe that a violation has occurred, the Commission is
required to make an investigation and to afford you a
reasonable opportunity to demonstrate that no action should

'- be taken. As part of this process, please submit, within
ten days of receipt of this letter, any factual or legal
materials which you deem relevant to the Commission's investi-
gation of this matter. Failure to respond to this letter may

cause the Commission to take further action based on the
information at hand.

This letter of notification shall remain confidential
in accordance with 2 U.S.C. §437g(a) (3) unless you state to

the Commission, in writing, that you wish the investigation
to be made public. The staff member assigned to this matter
is Clare Lindsay, (telephone number 202/523-4040 or toll free

~- number 800/424-9530).

Sincerely,

William C. Oldakor
General Counsel



FEDERAL ELECTION COMMISSION
1325K ~I R1 I I NW

~(j ~ ANV ,10ND( 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Philip HI. Hoff
214 Prospect Parkway
Burlington, VT 05401

Re: MUR 652

Dear Mr. Hoff:

This letter is to notify You that on the basis of

information ascertained in. the normal course of carrying

out its supervisory responsibilities the Federal Election

Commission has determined that it has reason to believe

that you have violated the Federal Election Campaign

Act, as amended ("the Act") , in that you endorsed a loan

for $1,000 dated October 18, 1976 to the Vermont State

Democratic Federal Campaign Committee, the proceeds of

which were contributed to the Burgess for Congress

Committee, in addition to making a $100 contribution to

C" the Burgess for Congress Committee on October 5, 1976.

Under 2 U.S.C. § 431(e) (5) (G) , a loan from a national

or state bank made in the ordinary course of business is

a loan from each endorser or guarantor, in that proportion

of the unpaid balance that each endorser or guararntor bears

to the total number of endorsers of guarantors. Further, a

loan comes under the statutory definition of contribution

as found in 2 U.S.C. S 431(e) (1).

Therefore, by endorsing a loan to the VSDFCC you made

a $1000 contribution to that Committee. However the

Commission was informed that candidate Burgess arranged for

your endorsement of the loan. In light of this fact, it

would appear that you knew that the Burgess for Congress

Committee would ultimately receive the proceeds of this

loan so that your contribution to the VSDFCC was made in

order to benefit the Burgess for Congress Committee.
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For purposes of the $1000 aggregate contribution
limit per election to a candidate for Federal office and
his authorized committee [2 U. S.C. § 441a (a) (1) (A)] all
contributions made by a person, either directly or in-
directly, on behalf of a particular candidate, including
contributions which are in any way earmarked or otherwise
directed through an intermediary or conduit to such
candidate, shall be treated as contributions from such
person to such candidate. 2 u.S.C. § 44la(a) (8).

Since you also contributed $100 to the Burgess for
Congress Conmmittee in October, 1976 you have exceeded the
statutory $1,000 contribution limit for the 1976 general
election of candidate Burgess.

Upon making a determination that there is reason to
- believe that a violation has occurred, the Commission is

required to make an investigation and to afford you a
reasonable opportunity to demonstrate that no action
should be taken. As part of this process, please submit,
within 10 days of receipt of this letter, any factual or
legal materials which you deem relevant to the Commission's
investigation of this matter. Failure to respond to this
letter may cause the Commission to take further action
based on the information at hand.

This letter of notification shall remain confidential
7. in accordance with 2 U.S.C. S 437g (a) (3) unless you state

to the Commission, in writing, that you wish the investiga-
tion to be made public. The staff member assigned to

C, this matter is Clare Lindsay, (telephone number 202-523-
4040 or toll free number 800-424-9530).

Sincerely,

William C. Oldaker
General Counsel
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FEDERAL ELECTION COMMISSION
1125 K SIREH NW
WASHING IOND.(. 20461

July 14, 1978
MEMORANDUM

TO:

THROUGH:

-FROM:

MtBJECT:

BILL OLDAKER

ORLANDO B. POTTER

FF DIRECTOR

_TA/RICK HALTER

AUDIT _OF THE VERMONT STATE DEMOCRATIC
FEDERAL CAMPAIGN COMMITTEE-POSSIBLE
VIOLATIONS OF 11 CFR 102.6 AND 110.3(b) (2)

During the audit of the Vermont State Democratic
Federal Campaign Committee ("VSDFCC") the following matters
-vere noted which are being referred to your office for legal
,analysis and opinion.

The audit of VSDFCC covered the period October 1, 1976,
the beginning coverage date of the initial report filed by
VSDFCC, through March 31, 1978, the final coverage date of the
,latest report filed at the time of the audit.

A. Possible Earmarked Contributions

Section 110.6(b) defines earmarking as a designation,
instruction, or encumbrance (including those which are direct
or indirect, express or implied, oral or written) which results
in all or any part of a contribution or expenditure being made
to or expended on behalf of a clearly identified candidate or
a candidate's authorized committee.

In 1976, VSDFCC contracted for a total of eight (8) separate
$1,000 loans to enable them to make transfers to candidates for
Federal office. The proceeds of each loan were deposited into
VSDFCC's account and then transferred to the candidates by check.
VSDFCC made no additional transfers to these candidates.
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In their disclosure reports, VSDFCC reflected each of
these loans on the schedule of debts and obligations owed by
VSDFCC, each of the endorsers and amounts of these loans
on a schedule of proceeds from loans and the candidates who
ultimately received the proceeds of the loans on a schedule of
transfers out. The candidates reflected the receipts as transfers
in from VSDFCC in their disclosure reports.

The Treasurer of VSDFCC informed us that the endorser of each
$1,000 loan was arranged for by the candidate who was to ultimately
receive the proceeds of the loan.

Since the candidates arranged for the endorsers of the loans,
it is apparent that the endorsers knew who would ultimately receive
the loan proceeds. Therefore, it appears that the transfers by

"'ISDFCC to the candidates were in effect earmarked by the endorsers
for the candidates and constitute contributions to the candidates
to be applied against each endorser' s individual $1,000 contribution
-rimitation for the 1976 general election. If this is the case, it

r appears that the $1,000 contribution limitation for the 1976
--general election has been exceeded in three (3) instances (see
Exhibit A).

M,I

r- Based on the above, it is our recommendation that:

- a) VSDFCC be required to

1) amend their reports to reflect the earmarking
as required

2) notify the respective candidates of the earmarking

b) the recipient candidates be required to

1) amend their reports to reflect the earmarking
as required

2) refund the excessive contributions to the
contributors and report these transactions
as required. (see Exhibit A)

We shall so inform the VSDFCC, who will in turn inform the
respective candidates, unless your analysis determines that an
alternate approach is necessary.
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B. Shared Checking Account

Section 102.6(a) (1) (i) of the Commission' s Regulations states,
that if a State committee, which intends to solicit, receive, or
make contributions or expenditures in excess of $1,000, to, for, or
on behalf of any candidate for Federal office, chooses to establish
a separate Federal campaign committee it shall register as a
political committee and establish a segregated Federal account.

VSDFCC reqjistered with the FEC as a political committee
on October 20, 1976 pursuant to Section 102.6(a)(l)(i). However,
as a result of our review of VSDFCC bank statements and from a
conversation with VSDFCC's Treasurer, it was noted that VSDFCC
shared a single checking account with its parent organization,
'the Vermont state Democratic Committee ("1VSDC") from 10/1/76
t.hrough 12/29/76. VSDC was registered with the FEC during
this period, but was in the process of terminating.

Our review of the reports and records of both the VSDFCC
-and VSDC revealed that (1) only federal activity was reported
,JVSDFCC from the shared account, (2) VSDC filed FEC Form 3a

-br the equivalent for the period January 1, 1976 through September
,40, 1976 and terminated on May 5, 1977. VSDC's termination
notice was not accompanied by a report of receipts and expenditures
oFEC Form 3) but did state that VSDC did not receive or spend in
excess of $1,000 in support of Federal candidates and had no debts
or obligations in connection with Federal candidates. It appears
,hat neither committee accepted or deposited prohibited funds
'Into this account. VSDFCC made transfers to Federal candidates
&rom this account.

The Treasurer of VSDFCC informed us that since he was not
sure whether the shared account was permissable, he opened a
segregated account for VSDFCC in December of 1976.

Based on this information we believe that VSDFCC was in
violation of Section 102.6(a) (1) (i) for not establishing a segregated
account pursuant to this section until three (3) months after its
organization.

However, since our audit work and related tests have given
assurance that (1) VSDFCC reported all Federal related activity,
(2) VSDFCC operated from an account containing funds permissable
under the Act, (3) the unreported activity relating to the shared
account was solely for state and/or local candidates undertaken
at the direction of VSDC, we recommend that no action be taken
against either VSDFCC or VSDC pertaining to this matter.
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We request your concurrence on this matter or an alternate
method of disposition as applicable.

Please find attached the audit report (proposed) of the
VSDC for your review and comment.

C. Transfers by Subordinate State Party Committees

Section 110.3(b) (2) (ii) of the Commission's Regulations
states that all contributions made by the political committees
-established, financed, maintained, or controlled by a State party
committee and by subordinate State party committees shall be
-presumed to be made by one political committee. 1/

During the pre-audit review of candidate reports from the
_;tate of Vermont, it was noted that three (3) unregistered, local,
Vermont Democratic committees transferred $25.00 each to John A.
cOurgess, Democratic candidate for the United States House of
Representatives. In addition, VSDFCC transferred a total of
'15,000 to Burgess. Each of these transfers were made after the
ate of the 1976 Vermont primary election. (see Exhibit B)

During the entrance conference, the Treasurer of VSDFCC
informed us that these local committees were affiliates of VSDFCC
'and VSDC, but he did not keep track of their transfers to Federal
candidates because this type of activity was minimal.

Based on this information it is our contention that VSDFCC,
together with the three (3) affiliated subordinate committees,
exceeded the single limitation of $5,000 per candidate, per
election. The Candidate should be required to refund the excess
portion ($75.00) to either VSDFCC or the local committees.

If you have any questions relating to the matters discussed
above, please contact Rick Halter or Paula King at extension
3-4155.

1/ The presumption, as indicated by the facts at hand, is not
rendered inoperative by 11 CFR 110.3(b) (2) (ii) (A) and (B).

Attachments as stated



EXHIB3IT A - CONTR{IBUTION~ ANALYSIS

Loan
Repaymrents
to Date

Date of
L Oan
Repaymrents

Date of Add 1
Pdd' 1 Contribu-
Contributions tions, to
to Candidate Candidate

General Elec-
tion Aggregate
Per Endorser
as of 10/28/76

R. E. Davis

J. C. Kenny

P. H. Hof f

C. Stewart

J. Chatot

M. McNamara

S. Poger

p.M. Wilson

$1,000

1,000

1,000

1,?000

1,000

1,000

1,?000

1,000

Burgess

Burgess

Burgess

Burgess

Burgess

Salmon

Salmron

Salmon

10-12-76

10-14-76

10-18-76

10-21-76

10-22-76

10-28-76

10-28-76

10-28-76

700

700

700

700

1,000

700

700

700

5-27-77

5-27-77

5-27-77

5-27-7 7

5-27-77

5-27 -77

5-27-77

5-27-77

0-

-0-

100

-0-

-0-

50

-0-

50

10-05-76

9-20-76

9-20-76

1/ Transfers of the loan proceeds to the candidates were made within two (2) days of the date the loan
was made.

L L e- - %.- I.' (I ~

nidorser
Amount
Endorsed Candidate

Date of
Loan 1/

$1,000

1,?000

1,?100

1,000

1,?000

1,,050

1,000

1,050



EXHIBIT B

GENERAL ELECTION TRANSFERS TO JOHN A. BURGESS 1/

(HOUSE OF REPRESENTATIVES D.-VT.)

Comiittee

Vermo~t State Democratic
Federal Campaign Committee

Hinesburg Town Democratic
commuiTTee

~Norwich Town Democratic
'Comm i'tee

eorgia Town Democratic
omiLtee

Total

Amount

$1,000
1,000
1,000
2,000

Date

10-13-76
10-15-76
10-20-76
10-22-76

10-19- 76

10-28-76

10-29-76

$5,075

Vermont primary election was held on September 14, 1976.



FEDERAL ELECTION COMMISSION
1,15 IK SIRH I NWV

WASHING;[ON,D.( .20463

REPORT OF THE AUDIT DIVISION
ON THE

VERMONT STATE DEMOCRATIC COMMITTEE

I. Background

A. Overview

-~ This report is based on an audit of the Vermont
State Democratic Committee ("the Committee"), undertaken by
+he Audit Division of the Federal Election Commission in
accordance with the Commission's audit policy, to determine
whether there has been compliance with the provisions of the
Xederal Election Campaign Act of 1971, as amended ("the Act").
The audit was conducted pursuant to Section 438(a) (8) of
-Title 2 of the United States Code, which directs the Commission
to make from time to time audits and field investigations with
rtspect to reports and statements filed under the provisions
of the Act.

The Committee registered with the Federal Election
Commission on July 14, 1975 as the state committee representing
t-he Democratic Party of Vermont. It maintained its headquarters
in Burlington, Vermont.

The audit covered the period January 1, 1976 through
March 18, 1977, the termination date of the Committee. The
Committee filed Federal Election Commission Form 3a reports
or the equivalent during this period.

This audit report is based on documents and working
papers which support each of its factual statements. They form
part of the record upon which the Commission based its decisions
on the matters in this report and were available to Commissioners
and appropriate staff for review.
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B. Key Personnel

The principal officers of the Committee during the
period covered by the audit were Carolyn Adler, Chairperson
during the period January 1, 1976 through January 27, 1977
and John Carnahan, Chairman during the period January 28,
1977 through March 18, 1977. The Treasurers of the Commit-
tee during the period covered by the audit were H. Clifford
Dubie from the period January 1, 1976 through July 12, 1976,
Irene Stewart during the period July 13, 1976 through
September 28, 1976, and Wayne W. Jameson from September 29,
1976 through March 18, 1977.

C. Scope

The audit included such tests as verification
Sof receipts and expenditures and individual transactions;
review of required supporting documentation; analysis of
Committee debts and obligations; and, such other audit
procedures as deemed necessary under the circumstances.

-II. Auditor's Statement

Although our audit disclosed that the Committee did not
receive or spend in excess of $1,000 from or for Federal

Ccandidates during the period covered by the audit, it is the
opinion of the Audit staff, based upon examination of the
reports and statements filed and the records presented, that
the reports and statements of the Vermont State Democratic
Committee fairly present the financial activities of the
Committee for the period covered by the audit. No material
problems in complying with the Federal Election Campaign Act
were discovered during the course of the audit.
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FEDERAL ELECTION COMMISSION
112") K STR[[1 N.W.
WASH ING ION,D.(. 20463

October 19, 1978

MEMORANDUM TO:

THROUGH:

FROM:

RE:

Bob Costa

Orlando B. Potter

Bill Oldaker

Vermont. State /emocratic Federal
Campaign Committee

-r On October 12, 1978, the Commission voted to
close MUR 652 and to direct the Audit Division to take
the following actions in this matter:

1) To send a letter to the Vermont State Democratic
Federal Campaign Committee directing this committee
to inform the Burgess for Congress Committee and
Salmon for Vermont to refund contributions re-
ceived in excess of limits as reported in MUR 652.

2) To direct the Vermont State Democratic Federal
Campaign Committee to amend their disclosure
reports to reflect earmarked transfers and
notify the recipient of these transfers of the
earmarking.

3) To recommend to the Commission in conjunction
with the Office of General Counsel and the
Reports Analysis Division procedures for the
handling of potential 2 U.S.C. §441b violations.
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BEFORE THE FEDERAL ELECTION at SSIW

In the Matter of )
) UR 652 (78)

Vermont State Democratic Federal)
Canpaign Committee, et al

CERTIFICATION

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

do hereby certify that in Executive Session on October 12, 1978, the

Cammission took the following actions in MUR 652 (78):

1. Determined by a vote of 6-0 to direct the Audit Division
to send a letter to the Vermont State Democratic Federal
Campaign Committee to refund contributions in excess of the
limits as reported in MUR 652 (78).

2. Determined by a vote of 6-0 to direct the Audit Division to
notify the Vermont State Democratic Federal Campaign Committee
to amend their disclosure reports to reflect earmarking, and
that the Committee be requested to notify the recipient
candidates that there was earmarking.

3. Determined by a vote of 6-0 to close the file in MUR 652 (78).

4. Determined by a vote of 6-0 to direct the Audit Division to
work with the Office of the General Counsel and the Reports
Analysis Division to submit a recommendation to the Commission
for procedures involving potential violations of 2 U.S.C. §441b.

Attest:

Date Marjorie W. Emmons
Secretary to the Commission



RECEIVED
OFFICE OF THE

("% t' " "" ... - " .... .

FEDERAL ELECTION COMMQ,' 3ION

Y FIRST GENERAL COUNSEL'S REPORT

DATE7 KII ITME FOT. TNSMITTAL
BY Oud 4OM-I'SI_ OCT z 1978 MUR NO. 652

STAFF MEMBER(S) Lindsay

SOURCE OF MUR:

RESPONDENT'S NAME

RELEVANT STATUTE:

.INTERNAL REPORTS

INTERNALLY GENERATED

Vermont State Democratic Federal Campaign Committee
Burgess for Congress Committee
Salmon for Vermont
Philip H. H1off, Maureen McNamara, Robert M. Wilson

2 U.S.C. S441a(a) (8), 2 U.S.C. §441a(a) (1) (A),
2 U.S.C. §441a(f), 2 U.S.C. S441b, 2 U.S.C. S434b(2),
11 C.E.R. §110.6(a) (b) and (d), §102.6(a) (2) (i)

CHECKED: Audit Findings and Candidate's Reports of

Receipts and Expenditures. (See attached
Audit Referral)

None

GENEPiATION OF MATTER

This matter was referred to the Office of General Counsel on the
baIsis of findings made by the auditors during the audit of the Vermont
SLate Democratic Federal Campaign Committee.

SUMMARY OF ALLEGATIONS

That Philip H. hoff, Maureen McNamara and Robert M. Wilson violated
C 2 U.S.C. §441a(a) (1)(A) by contributing in excess of $1000 in a calendar

year to a candidate for Federal office.

That the Burgess for Congress Committee and Salmon for Vermont
violated 2 U.S.C. §441a(f) by accepting contributions in excess of $1,000
from an individual in a calendar year. That the Burgess for Congress
Committee arid Salmon for Vermont failed to report the original source
and conduit of earmarked transfers in violation of 2 U.S.C. §434b(2)as
interpreted by 11 C.F.R.]I0.6(a),(b) and (d) (2). That the Burgess for
Congress Committee and Salmon for Vermont violated 2 u.S.C. §441b by
accepting transfers from town committees suspected of having accepted
corporate/labor organization contributions.

- That the Vermont State Democratic Federal Campaign Committee
violated 2 U.S.C. §441a(a) (8) by failing to report to the Commission
and to the intended recipients earmarked transfers and their original
source. That the Vermont State Democratic Federal Campaign Committee
violated 2 U.S.C. §441b by accepting transfers from town committees
suspected of having accepted corporate/labor organization.contributions.
That the Vermont State Democratic Federal Campaign Committee violated
11 C.F.R. §102.6(a) (2)(i) by failing to establish a separate segregated
account until three months after its registration as a political conuittee.
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PRELIMINARY LEGAL ANALYSIS

During the course of auditing the Vermont State DemocraticFederal Campaign Committee, ("the VSDFCC"), the auditors found that
the VSDFCC had arranged for eight (8) $1,000 loans, the proceeds of
which were- contributed to two Federal candidates: $5,000 to the
Burgess for Congress Committee; and $3,000 to Salmon for Vermont.

According to the VSDFCC, the endorsers for these loans were
arranged by the candidates who were to receive the proceeds.

Under 11 C.F.R. §110'.6(b), earmarking is a designation, instruc-
tion or encumbrance, (including those which are direct or indirect, ex-
? dress or implied, oral or written,) which results in all or any partof a contribution or expenditure being made to, or expended on behalf of,
a clearly identified candidate or candidate's authorized committee.

Since the endorsers consented to endorse these particular loanswith a specific candidate in mind, the transfers of the proceeds of these
loans, were in fact earmarked by the endorsers and the VSDFCC and were

" therefore contributions from the endorsers and the VSDFCC which count
toward the general election contribution limits for both in 1976.

The VSDFCC reported the loans,.disclosing the endorsers on the
loan schedule. The candidates who received the proceeds were reported
on a schedule of transfers-out. No earmarking was evident from the
V2DFCC's reports,.nor was the earmarking indicated to the recipient

" committees in violation of 2 U.S.C. §441a(a) (8). The candidate committees
, reported these transfers as received from the VSDFCC.

Three of the endorsers exceeded theiy contribution limits in
violation of 2 U.S.C. §441a(a) (1) (A) by making other general electionr contributions to the candidates who received their earmarked transfer.

C~ 1. Philip H. Hoff contributed $100 in addition to the earmarked
$1000 loan he endorsed on behalf of Burgess.

2. Maureen McNamara contributed $50 in addition to the earmarked
$100 loan she endorsed on behalf of Salmon.

3. Robert M. Wilson contributed $50 in addition to the earmarked
$1000 loan which he endorsed on behalf of Salmon.

The Office of General Counsel recommends ther Commission find reason
to believe that Philip H1. Hoff, Maureen McNamara and Robert M. Wilsonviolated 2 U.S.C. 5441a(a) (1) (A) by contributing in excess of their limits
to a Federal candidate. The Office of General Counsel also recommends
tialt the Commission find reason to believe that the Burgess for Congress
Committee and Salmon for Vermont violated 2 U.S.C. §441a(f) by accepting
these excessive contributions and 2 U.S.C. §434(:) (2) as interpreted by11 C.F.R. §l10.6(a), (b) and d(2) by failing to report the original
contributor as well as the conduit of earmarked contributions. Although
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the transfers received from the VSDFCC showed no facial indication oftheir having been earmarked, the Treasurers of the recipient committees
presumably would have been aware of the fact that their candidates arranged
to find endorsers for loans to the VSDFCC, the proceeds of which would be
transferred to the candidate's committee.

In MURS 623 and 655, the Commission found reason to believe thatapolitical committee which accepts contributions from unregistered party
units, that probably maintain single accounts in a state where corporate/labor organization contributions are legal, is in violation of 2 U.S.C.
S 441b for accepting prohibited funds.

During the course of auditing the VSDFCC, the auditors reviewed
the reported receipts of the Democratic Federal candidates in Vermont
to check for receipt of excessive contributions from affiliated
committees. Although no excessive contributions were found, the Office
of General Counsel notes that Burgess for Congress Committee accepted
three transfers of $25 each from unregistered local, Vermont Democratic

e-town committees. Also the Salmon for Vermont Committee accepted three
. contributions totaling $580 from unregistered) local Vermont Democratic
* town committees. The VSDFCC itself accepted two contributions totaling
,,$100 from these types of committees, which were refunded by the Committee
when the auditors advised that the sources of these monies would have

-- to be traced to establish whether or not they contained prohibited funds.
The committee believed such a trace would be at best difficult if not
" inconclusive, so refunds were m.,de](,.

These unregistered comnmit tVs in all likelihood owm.i ntain one
account into which is deposited al].l contributions including presumably
corporate and labor organization contributions which are legal for statepurposes in Vermont. Therefore, the Office of General Counsel recommends
that, consistent with previous finidings, the Commission find reason to

Cbe])ieve Durgess for Congress and Salmon for Vermont violated 2 U.S.C.
* ,4411b by acceptjng contributions from committees which are suspectedof accepting corporate and labor organization contribuitions. With regard
. to the VSDFCC, the Office of General Counsel recommends that the Commission

take no action in connection with their acceptance of two transfers
totaling $100 from town commi ttees. According to the Coirmiission's policy
approved July 26, 1978, regarding apparent corporate/ labor organization
contributions, the Commission would find reason to believe the VSDFCC vio-
lated 4411 but take no further action if the contributions were refunded.

ntis case, with transfers which are suspected of containing corporate/labo-
funds, thie Office of General Couns;el recommiends no finding be made against
the \S :)'CC because refulnds have been made and the vio.lation, if any, is
de minimis.

Although the VSD]CC registered w.!ithi the FEC en October 20, 1976/this committee shared a single account .,ith its parent orcanizatio.n,
the Vermont StaLe Dcocratic Comiittee , for appro:imately three monthsbefore et abi shing a separate, ,;cqregatcd account. During this three
monthi period , ]howevr, all fedcra 1 acti.vity conduclctd from this account

s re ported by thje VSDCC and no prm1ib- Led funds appear to have beenacce teod or ,pes i ted L ei tle coimmi.ttce into thce singile account. Fai .ure
of the \.'SI)]CC to Ltblsh a s, r ; to, s r e ao n 1 threoa ri C Lt t c(ouldnt until three omontl :-; ~ ~ ~ I afe c it,; .!a.;a1o.til comi ttee would be a violation of
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11 C.F.R. S102.6(a) (2) (i) only if there were evidence that prohibited
funds were deposited in the single c&-uht--The OffiCe- of General Counsel

finds no evidence that this occurred an therefore recommends no action

be taken by the Commission in-this regard. .

RECOMMENDATIONS

1. Find reason to believe that Philip H. Hoff, Maureen McNamara and
Robert M. Wilson violated 2 U.S.C. §44la(a) (1) (A) by making excessive
contributions to Federal candidates.

2. Find reason to believe that the Vermont State Democratic Federal
Campaign Committee violated 2 U.S.C. §441a(a)(8) by failing to
report to the Commission and to the intended recipients earmarked
transfers and their original source. Take no action against the
VSDFCC regarding the 2 U.S.C. §441b allegation for accepting
transfers from committees which are suspected of having accepted
prohibited funds. Take no action regarding the 11 C.F.R. §102.6(a)
(2) (i) allegation.

3. Find reason to believe that the Burgess for Congress Committee
and Salmon for Vermont violated 2 U.S.C. §441a(f) by accepting
excessive contributions and 2 U.S.C. §434b(a) as interpreted by
11 C.F.R. §110.6(a), (b) and (d)(2) by failing to report the

C original source and conduit of Ce'marked transfers. Find reason
to believe that the Burgess for Congress Committee and Salmon for

C- Vermont violated 2 U.S.C. §441b by accepting contributions from
committees w.hich are suspected of having accepted prohibited

C funds.

4. Send attached letters.

- ATTACIMENTS

1. Audit Referral Memo.
2. Letter to Wayne W. Jameson
3. Letter to Alan S. Frigon
4. Letter to Joseph F. Geiger
5. Letter to Robert M. Wilson
6. Letter to Maureen McNamara
7. Letter to Philip Ii. Hoff
8. Certification



BEFORE THE FEDERAL ELECTICN COMMISSION

In the Matter of )
) MUR 652 (78)

Vermont State Democratic Federal)
Campaign Cmnittee, et al

CERNIFICATION

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

do hereby certify that in Executive Session on October 12, 1978, the

Ccmnission took the following actions in MLR 652 (78):

1. Determined by a vote of 6-0 to direct the Audit Division
to send a letter to the Vermont State Democratic Federal
Campaign Comittee to refund contributions in excess of the
limits as reported in MJR 652 (78).

2. Determined by a vote of 6-0 to direct the Audit Division to
notify the Vermont State Democratic Federal Campaign Comittee
to amend their disclosure reports to reflect earmarking, and
that the Committee be requested to notify the recipient
candidates that there was earmarking.

3. Determined by a vote of 6-0 to close the file in MUR 652 (78).

4. Determined by a vote of 6-0 to direct the Audit Division to
work with the Office of the General Counsel and the Reports
Analysis Division to submit a recarrrndation to the Ccmmission
for procedures involving potential violations of 2 U.S.C. S441b.

Attest:

Date W. Emmons
Secretary to the Comission
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FEDERAL ELECTION COMMISSION
1325 K STREET N.W
WASHINGTON.D.C. 20463

MEMORANDUM TO:

FROM:

SUBJECT:

DATE:

CHARLES STEELE )
MARJORIE W. EMMONS

MUR 652 - First General Counsel's
Report dated 10-2-78
Received in Office of
Commission Secretary: 10-2-78
3:13

OCTOBER 5, 1978

The above-named document was circulated on

a 48 hour vote basis at 11:30 October 3, 1978.

Commissioner Staebler submitted an objection

at 2:42, October 4, 1978, thereby placing MUR 652 on

the Agenda for Executive Session for October 12, 1978.

A copy of Commissioner Staebler's vote sheet

is attached.

ATTACHMENT:
Copy of Vote Sheet

cc: Commissioner Staebler

0
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48 H)U TALLY SHEET

0
RECEIVEDOFFICE OF TH&F
C"V' ... .

FEDERAL ELECTION COMMISSION 18 OCT 4 P2: 42
1325 K STREET N.W
VVASHINGTON.D.C. 20463

C

b,

Date and Time Transmitted: Oct. 3, 1978 -

Commissioner _

RETURN TO OFFICE OF COMMISSION SECRETARY BY: OCTOBER 5, 1978 -

MUR No. 652 - First General Counsel's Report dated 10-2-78

( ) I approve the recommendation

I object to the recommendation

COMMENTS: A,,p c24' e-g(-PW45 OF DO@
Fi4'~p

if

AS . 4/ / -k45 1,2 A~f~'tsewc

Date: /j6 72 Signature:

THE OFFICE OF GENERAL COUNSEL WILL TAKE NO ACTION IN THIS MATTER
UNTIL THE APPROVAL OF FOUR COMMISSIONERS IS RECEIVED. PLEASE
RETURN ALL PAPERS NO LATER THAN THE DATE AND TIME SHOWN ABOVE TO
THE OFFICE OF COMMISSION SECRETARY. ONE OBJECTION PLACES THE ITE'?
O1 THE EXECUTIVE SESSION AGE1JA.

c r
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SRECEIVED 0 FEDERAL ELECTION COMM ION

OFFICE OF THE
' .v FIRST GENERAL COUNSEL'S REPORT

DATEg7Z'MEMp°TWNSMITTAL MUR NO. 652BY OW 1C OM 1017 OCT Z 1978 STAFF MEMBER(S) Lindsay

SOURCE OF MUR: I N T E R N A L L Y G E N E R A T E D

RESPONDENT'S NAME: Vermont State Democratic Federal Campaign Committee
Burgess for Congress Committee
Salmon for Vermont
Philip H. Hoff, Maureen McNamara, Robert M. WilsonRELEVANT STATUTE: 2 U.S.C. §441a(a) (8), 2 U.S.C. §441a(a) (I) (A),
2 U.S.C. §441a(f), 2 U.S.C. §441b, 2 U.S.C. §434b(2),
11 C.F.R. §110.6(a) (b) and (d) , S102.6(a) (2) (i)

.TERNAL REPORTS CHECKED: Audit Findings and Candidate's Reports of
Receipts and Expendi-tures. (See attached

E DEIZAL AGENCIES CHECKED: Audit Referral)

None

GENERATION OF MATTER

This matter was referred to the Office of General Counsel on thebas *s of findings made by the auditors during the audit of the Vermont
State Democratic Federal Campaign Committee.

SUMMARY OF ALLEGATIONS

That Philip H. Hoff, Maureen McNamara and Robert M. Wilson violated2 tJ.S.C. §441a(a) (1)(A) by contributinq in excess of $1000 in a calendar
year to a candidate for Federal office.

That the Burgess for Congress Committee and Salmon for Vermontviolated 2 U.S.C. §441a(f) by accepting contributions in excess of $1,000
from an individual in a calendar year. That the Burgess for CongressCommittee and Salmon for Vermont failed to report the original sourceand conduit of earmarked transfers in violation of 2 U.S.C. §434b(2)as
interpreted by 11 C.F.R.§1l0.6(a), (b) and (d) (2). That the Burgess forCongress Committee and Salmon for Vermont violated 2 U.S.C. §441b byaccepting transfers from town committees suspected of having accepted
corporate/labor organization contributions.

- That the Vermont State Democratic Federal Campaign Committee
violated 2 U.S.C. §441a(a) (8) by failing to report to the Commissionand to the intended recipients earmarked transfers and their originalsource. That the Vermont State Democratic Federal Campaign Committee
violated 2 U.S.C. §441b by acceptinq transfers from town committees
suspected of having accepted corporate/labor organization.contributions.
That the Vermont State Deocratic Federal Campaign Committee violated11 C.F.R. §102.6(a) (2)(i) by failing to establish a separate segregatedaccount until three month., after its reqistration as a political committee.
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PRELIMINARY LEGAL ANALYSIS

During the course of auditing the Vermont State Democratic
Federal Campaign Committee, ("the VSDFCC"), the auditors found that
the VSDFCC had arranged for eight (8) $1,000 loans, the proceeds of
which were contributed to two Federal candidates: $5,000 to the
Burgess for Congress Committee; and $3,000 to Salmon for Vermont.

According to the VSDFCC, the endorsers for these loans were
arranged by the candidates who were to receive the proceeds.

Under 11 C.F.R. Sll0.6(b), earmarking is a designation, instruc-
tion or encumbrance, (including those which are direct or indirect, ex-
?ress or implied, oral or written,) which results in all or any part
of a contribution or expenditure being made to, or expended on behalf of,
a clearly identified candidate or candidate's authorized committee.

Since the endorsers consented to endorse these particular loans
wi h a specific candidate in mind, the transfers of the proceeds of these
lo ns, were in fact earmarked by the endorsers and the VSDFCC and were
t refore contributions from the endorsers and the VSDFCC which count
t rd the general election contribution limits for both in 1976.

The VSDFCC reported the loans,.disclosing the endorsers on the
lo n schedule. The candidates who received the proceeds were reported
o schedule of transfers-out. No earmarking was evident from the
VS CC's reports, nor was the earmarking indicated to the recipient

j co 'ittees in violation of 2 U.S.C. §441a(a)(8). The candidate committees
re rted these transfers as received from the VSDFCC.

Three of the endorsers exceeded their contribution limits in
violation of 2 U.S.C. §441a(a) (1) (A) by making other general election
corqributions to the candidates who received their earmarked transfer.

C 1. Philip H. Hoff contributed $100 in addition to the earmarked

$1000 loan he endorsed on behalf of Burgess.

2. Maureen McNamara contributed $50 in addition to the earmarked
$100 loan she endorsed on behalf of Salmon.

3. Robert M. Wilson contributed $50 in addition to the earmarked
$1000 loan which he endorsed on behalf of Salmon.

The Office of General Counsel recommends the Commission find reason
to believe that Philip H. Hoff, Maureen McNamara and Robert M. Wilson
violated 2 U.S.C. §441a(a) (1) (A) by contributing in excess of their limits
to a Federal candidate. The Office of General Counsel also recommends
that the Commission find reason to believe that the Burgess for Congress
Committee and Salmon for Vermont violated 2 U.S.C. §441a(f) by accepting
these excessive contributions and 2 U.S.C. §434(b) (2) as interpreted by
11 C.F.R. §110.6(a), (b) and d(2) by failing to report the original
contributor as well as the conduit of earmarked contributions. Although
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the transfers received from the VSDFCC showed no facial indication oftheir having been earmarked, the Treasurers of the recipient committeespresumably would have been aware of the fact that their candidates arrangedto find endorsers for loans to the VSDFCC, the proceeds of which would be
transferred to the candidate's committee.

In MURS 623 and 655, the Commission found reason to believe thata political committee which accepts contributions from unregistered partyunits, that, probably maintain single accounts in a state where corporate/labor organization contributions are legal, is in violation of 2 U.S.C.
S 441b for accepting prohibited funds. ,

During the course of auditing the VSDFCC, the auditors reviewedthe reported receipts of the Democratic Federal candidates in Vermontto check for receipt of excessive contributions from affiliated
committees. Although no excessive contributions were found, the Officef General Counsel notes that Burgess for Congress Committee acceptedhree, transfers of $25 each from unregistered local, Vermont Democraticown committees. Also the Salmon for Vermont Committee accepted three
ontlibutions totaling $580 from unregistered- local Vermont Democraticown committees. The VSDFCC itself accepted two contributions totalingl0 pfrom these types of committees, which were refunded by the Committeeheri.the auditors advised that the sofirces of these monies would haveo be traced to establish whether or not they contained prohibited funds.Pheaommittee believed such a trace would be at best difficult if not
nconclusive, so refunds were made.

These unregistered committees in all likelihood maintain onecc5unt into which is deposited all contributions including presumably
orrate and labor organization contributions which are legal for stateurposes in Vermont. Therefore, t]'e Office of General Counsel recommendshaC, consistent with previous findings, the Commission find reason toel've Burgess for Congress and Salmon for Vermont violated 2 U.S.C.
4491 by accepting contributions from committees which are suspectedf rCcepting corporate and labor organization contributions. With regardo the VSDFCC, the Office of General Counsel recommends that the Commissionake no action in connection w%ith their acceptance of two transferstotaling $100 from town committees. According to the Commission's policy

approved July 26, 1978, regarding apparent corporate/ labor organizationcontributions, the Commission would find reason to believe the VSDFCC vio-lated 441b but take no further action if the contributions were refunded.In this case, with transfers which arc suspected of containing corporate/labo
funds, the Office of General Counsel recommends no finding be made againstthe VSDFCC beca.IIse refunds have been made and the violation, if anv, is
de minimis.

Althou(lh the VSDVCC regist ercd .ith the FEC on October 20, 1976,th s; comrmi t:te shared a s cingle acc()uLnt with its parent organiza tion,the Vermon- st StJte Democr.a.tic Coivmi t tee, for a})prximately three months
before e ;ab]i shing a SebtY itC , .<gr.gated account. During this threemonth per io loev( 7, a1 .1 c o 1 1t]I ty conducted from ti s account\CV: replo. e L)"v the VD"CC a ' rg.ibed fuinds appeiar to have beenacce~pt-,d C- d p sit.,.d lv,,, c' o. ( ti tce into the: :s, 1] ,account. Fai.ure
of t1n1 .(u'1''t t 11s1,.';to ,] :, u t un iJ three

.,i h t ' ", c1 ......... t:te would be a violation of
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11 C.F.R. S102.6(a) (2) (i) only if there were evidence that prohibited
funds were deposited in the single account.' The Office of General Counsel
finds no evidence that this occurred an therefore recommends no action
be taken by the Commission in this regard.

RECOMMENDATIONS

1. Find reason to believe that Philip H. Hoff, Maureen McNamara and
Robert M. Wilson violated 2 U.S.C. S44la(a)(1) (A) by making excessive
contributions to Federal candidates.

2. Find reason to believe that the Vermont State Democratic Federal
Campaign Committee vioaated 2 U.S.C. S44la(a) (8) by failing to
report to the Commission and to the intended recipients earmarked
transfers and their original source. Take no action against the
VSDFCC regarding the 2 U.S.C. 9441b allegation for accepting
transfers from committees which are suspected of having accepted
prohibited funds. Take no action regarding the 11 C.F.R. §102.6(a)
(2) (i) allegation.

3. Find reason to believe that the Burgess for Congress Committee
and Salmon for Vermont violated 2 U.S.C. §441a(f) by accepting
excessive contributions and 2 U.S.C. §434b(a) as interpreted by
11 C.F.R. §110.6(a), (b) and (d)(2) by failing to report the
original source and conduit of earmarked transfers. Find reason
to believe that the Burgess for Congress Committee and Salmon for
Vermont violated 2 U.S.C. §441b by accepting contributions from
committees which are suspected of having accepted prohibited
funds.

4. Send attached letters.

AT CMENTS

1. Audit Referral Memo.
2. Letter to Wayne W. Jameson
3. Letter to Alan S. Frigon
4. Letter to Joseph F. Geiger
5. Letter to Robert M. Wilson
6. Letter to Maureen McNamara
7. Letter to Philip H. 1hoff
8. Certification



FEDERAL ELECTION COMMISSION

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

July 14, 1978
MEMORANDUM

TO: BILL OLDAKER

THROUGH: ORLANDO B. POTTER
DIRECTOR

FROM: ' /RICK HALTER

SUBJECT: UDIT OF THE VERMONT STATE DEMOCRATIC
FEDERAL CAMPAIGN COMMITTEE-POSSIBLE
VIOLATIONS OF 11 CFR 102.6 AND 110.3(b) (2)

During the audit of the Vermont State Democratic
Federal Campaign Committee ("VSDFCC") the following matters
were noted which are being referred to your office for legal
analysis and opinion.

The audit of VSDFCC covered the period October 1, 1976,
the beginning coverage date of the initial report filed by
VSDFCC, through March 31, 1978, the final coverage date of the
latest report filed at the time of the audit.

A. Possible Earmarked Contributions

Section 110.6(b) defines earmarking as a designation,
instruction, or encumbrance (including those which are direct
or indirect, express or implied, oral or written) which results
in all or any part of a contribution or expenditure being made
to or expended on behalf of a clearly identified candidate or
a candidate's authorized committee.

In 1976, VSDFCC contracted for a total of eight (8) separate
$1,000 loans to enable them to make transfers to candidates for
Federal office. The proceeds of each loan were deposited into
VSDFCC's account and then transferred to the candidates by check.
VSDFCC made no additional transfers to these candidates.

.i. ii : ... .... ,9
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In their disclosure reports, VSDFCC reflected each of
these loans on the schedule of debts and obligations owed by
VSDFCC, each of the endorsers and amounts of these loans
on a schedule of proceeds from loans and the candidates who
ultimately received the proceeds of the loans on a schedule of
transfers out. The candidates reflected the receipts as transfers
in from VSDFCC in their disclosure reports.

The Treasurer of VSDFCC informed us that the endorser of each
$1,000 loan was arranged for by the candidate who was to ultimately
receive the proceeds of the loan.

Since the candidates arranged for the endorsers of the loans,
it is apparent that the endorsers knew who would ultimately receive
the loan proceeds. Therefore, it appears that the transfers by
VSDFCC to the candidates were in effect earmarked by the endorsers
for the candidates and constitute contributions to the candidates
to be applied against each endorser's individual $1,000 contribution
limitation for the 1976 general election. If this is the case, it
appears that the $1,000 contr.ibution limitation for the 1976
general election has been exceeded in three (3) instances (see
Exhibit A).

Based on the above, it is our recommendation that:

a) VSDFCC be required to

1) amend their reports to reflect the earmarking
as required

2) notify the respective candidates of the earmarking

b) the recipient candidates be required to

1) amend their reports to reflect the earmarking
as required

2) refund the excessive contributions to the
contributors and report these transactions
as required. (see Exhibit A)

We shall so inform the VSDFCC, who will in turn inform the
respective candidates, unless your analysis determines that an
alternate approach is necessary.
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B.. Shared Checking Account

Section 102.6(a) (1) (i) of the Commission's Regulations states,
that if a State committee, which intends to solicit, receive, or

. make contributions or expenditures in excess of $1,000, to, for, or
on behalf of any candidate for Federal office, chooses to establish
a separate Federal campaign committee it shall register as a
political committee and establish a segregated Federal account.

VSDFCC registered with the FEC as a political committee
on October 20, 1976 pursuant to Section 102.6(a)(l)(i). However,
as a result of our review of VSDFCC bank statements and from a
conversation with VSDFCC's Treasurer, it was noted that VSDFCC
shared a single checking account with its parent organization,
the Vermont State Democratic Committee ("VSDC") from 10/1/76
through 12/29/76. VSDC was registered with the FEC during
this period, but was in the process of terminating.

Our review of the reports and records of both the VSDFCC
and VSDC revealed that (1) only federal activity was reported
by VSDFCC from the shared account, (2) VSDC filed FEC Form 3a
or the equivalent for the period January 1, 1976 through September
30, 1976 and terminated on May 5, 1977. VSDC's termination

rnotice was not accompanied by a report of receipts and expenditures
(FEC Form 3) but did state that VSDC did not receive or spend in
excess of $1,000 in support of Federal candidates and had no debts
or obligations in connection with Federal candidates. It appears
that neither committee accepted or deposited prohibited funds
into this account. VSDFCC. made transfers to Federal candidates
from this account.

The Treasurer of VSDFCC informed us that since he was not
sure whether the shared account was permissable, he opened a
segregated account for VSDFCC in December of 1976.

Based on this information we believe that VSDFCC was in
violation of Section 102.6(a) (1) (i) for not establishing a segregatec
account pursuant to this section until three (3) months after its
organization.

However, since our audit work and related tests have given
assurance that (1) VSDFCC reported all Federal related activity,
(2) VSDFCC operated from an account containing funds permissable
under the Act, (3) the unreported activity relating to the shared
account was solely for state and/or local candidates undertaken
at the direction of VSDC, we recommend that no action be taken
against either VSDFCC or VSDC pertaining to this matter.
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We request your concurrence on this matter or an alternate
method of disposition as applicable.

Please find attached the audit report (proposed) of the
VSDC for your review and comment.

C. Transfers by Subordinate State Party Committees

Section ll0.)(b)(2)(ii) of the Commission's Regulations
states that all contributions made by the political committees
established, financed, maintained, or controlled by a State party
committee and by subordinate State party committees shall be

presumed to be made by one political committee. 1/

During the pre-audit review of candidate reports from the
State of Vermont, it was noted that three (3) unregistered, local,
Vermont Democratic committees transferred $25.00 each to John A.
Burgess, Democratic candidate for the United States House of
Representatives. In addition-, VSDFCC transferred a total of
$5,000 to Burgess. Each of these transfers were made after the
date of the 1976 Vermont primary election. (see Exhibit B)

rDuring the entrance conference, the Treasurer of VSDFCC

informed us that these local committees were affiliates of VSDFCC
and VSDC, but he did not keep track of their transfers to Federal
candidates because this type of activity was minimal.

Based on this informa'tion it is our contention that VSDFCC,
C. together with the three (3) affiliated subordinate committees,

exceeded the single limitation of $5,000 per candidate, per
election. The Candidate should be required to refund the excess
portion ($75.00) to either VSDFCC or the local committees.

If you have any questions relating to the matters discussed
above, please contact Rick Halter or Paula King at extension
3-4155.

1/ The presumption, as indicated by the facts at hand, is not
rendered inoperative by 11 CFR 110.3(b)(2)(ii)(A) and (B).

Attachments as stated



EXHIBIT A - CONTRIBUTION ANALYSIS

ndorser
Amount
Endorsed Candidate

Date of
Loan 1/

Loan
Repayments
to Date

Date of
oan

Repayments

Date of Add' 1 General Elec-
d' Contribu ti Aggregate

Contributions ticns to Per r
to Candidate Candidate as of 10/28/76'

R.E. Davis $1,000 Burgess 10-12-76 $ 700 5-27-77 - 0 - $1,000

J.C. Kenny 1,000 Burgess 10-14-76 700 5-27-77 - 0 - 1,000

P.H. Hoff 1,000 Burgess 10-18-76 700 5-27-77 100 10-05-76 1,100

C. Stewart 1,000 Burgess 10-21-76 -700 5-27-77 - 0 - ,000

J. Chatot 1,000 Burgess 10-22-76 1,000 5-27-77 - 0 - 1,000

M. McNamara 1,000 Salmon 10-28-76 700 5-27-77 50 9-20-76 1,050

S. Poger 1,000 Salmon 10-28-76 700 5-27-77 - 0 - 1,000

' .M. Wilson 1,000 Salmon 10-28-76 700 5-27-77 50 9-20-76 1,050

1_/ Transfers of the loan proceeds to the candidates were made within two (2) days of the date the loan
was made.

~4 ~ij
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EXHIBIT B

GENERAL ELECTION TRANSFERS TO JOHN A. BURGESS 1/

(HOUSE OF REPRESENTATIVES D.-VT.)

Committee Amount Date

Vermont State Democratic
ederal Campaign Committee

inesburg Town Democratic
ommittee

orwich Town Democratic
ommittee

eorgia Town Democratic
ommittee

Total

$1,000
1,000
1,000
2,000

25

25

25

10-13-76
10-15-76
10-20-76
10-22-76

10-19-76

10-28-76

10-29-76

-$5,075

1/ Vermont primary election was held on September 14, 1976.



FEDERAL ELECTION COMMISSION

..,T Y 1325 K SIRIET N.W
... ,,WASHING1ON,D.C. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Wayne W. Jameson, Treasurer
Vermont State Democratic Federal

Campaign Committee
Box #100
Alburg, VT 05440

-' RE: MUR 652

Dear Mr. Jameson:

This letter is to notify you that on the basis of
information ascertained in the. ordinary course of carrying
out its supervisory responsibilities, the Federal Election

.C7 Commission has determined that it has reason to believe the
Vermont State Democratic Federal Campaign Committee, ("VSDFCC")

, has violated the Federal Election Campaign Act, as amended,
("the Act").

Specifically, the Commission found reason to believe
that the VSDFCC violated 2 U.S.C. §44la(a) (8) by failing
to report to the Commission and to the intended recipients,
earmarked transfers and the parties involved in the earmarking
of these monies.

Under 2 U.S.C. §441a(a) (8) any contribution made by a
person, either directly or indirectly, on behalf of a particular
candidate including contributions which are in any way earmarked
or otherwise directed through an intermediary or conduit shall
be reported showing the original source, by the intermediary
or conduit to the Commission and to the intended recipient.

The VSDFCC took out a number of loans in late 1976 which
were endorsed by individuals who knew that the proceeds from
these loans would be transferred to a particular candidate.
(See attached list).

Under 2 U.S.C. §431(e) (5) (G) and §431(e) (1) a loan endorse-
ment constitutes a loan from the endorser, and the definition
of a contribution includes loan.

Thus the endorsement of these loans to the VSDFCC is a
contribution to the VSDFCC by othe endorser, however a contri-
bution that is earmarked for transfer to a particular candidate.
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These loan/transfer transactions should have been reported
to the Commission and to the intended recipients as earmarked
contributions from both the loan endorser and the VSDFCC.
Failure to so report is a violation of 2 U.S.C. S44la(a)(8).

Upon making a determination that there is reason to believe
that a violation has occurred, the Commission is required to
make an investigation and to afford you a reasonable opportunity
to demonstrate that no action be taken. As part of this process,
please submit within ten days of receipt of this letter any
factual or legal materials which you deem relevant to the
Commission's investigation of these matters. Failure to respond
to this letter may cause the Commission to take further action
based on the information at hand.

This letter of notification shall remain confidential in
accordance with 2 U.S.C. §437gia) (3) unless you state to the
Commission, in writing, that you wish the investigation to be
made public. The staff member assigned to this matter is
Clare Lindsay (telephone number 202/523-4040 or toll free
800/424-9530 ext. 50).

Sincerely,

C William C. Oldaker
General Counsel



EXHIBIT A - CONTRIBUTION ANALYSIS

Loan
Date of Repayments
Loan 1/ to Date

Date of
Loan
Repamnts

Add' 1
Contributions
to Candidate

Date of Add'l1
Contribu-
tons to
Candidate

General Elec-
tion • Aggregate
Per Endorser
as of 10/28/76

R.E. Davis

J.C. Kenny

P.11. Hoff

C. Stewart

J. Chatot

M. McNamara

S. Poger

R.M. Wilson

$1,000

1,000

1,000

1,000

1,000

1,000

1,000

1,000

Burgess 10-12-76 $ 700

Burgess 10-14-76' 700

Burgess 10-18-76 700

Burgess 10-21-76 700

Burgess 10-22-76 1,000

Salmon 10-28-76 700

Salmon 10-28-76 700

SaJxo 10-28-76 700

5-27-77

5-27-77

5-27-77

5-27-77

5-27-77

5-27-77

5-27-77

5-27-77

-0-

-0-

100

-0-

-0-

50

-0-

50

10-05-76

9-20-76

9-20-76

$1,000

1,000

1,100

1,000

1,000

1,050

1,000

1,050

1_/ Transfers of the loan proceeds to the candidates were made within tio (2) days of the date the loanwas made.

'1- '-
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Endorser
Amount
Endorsed Candidate



FEDERAL ELECTION COMMISSION

KWIT(Y 1325 K SIRLI NW.
WASHING I(NI).C. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Alan S. Frigonp Treasurer
Burgess for Congress Committee

- RFD #1
East Montpelier, Vermont 05651

RE: MUR 652

Dear Mr. Frigon:

This letter is to notify you that on the basis of
information ascertained in the normal course of carrying
out its supervisory responsibilities, the Federal Election
Commission has determined that it has reason to believe
that the Burgess for Congress Committee has violated 2 U.S.C.
§§441b, 441a(f) and 434b(2) as interpreted by 11 C.F.R.
§110.6(d) (2).

Under 2 U.S.C. §441b, it is unlawful for a political
committee to accept or receive contributions from corpora-
tions and/or labor organizations. For purposes of this
prohibition, the term "contribution" is defined to include
"any direct or indirect payment... or gift of money... to
any [Federal] candidate [or] campaign committee.".

The Burgess for Congress Committee accepted three
contributions of $25 apiece from the Hineburg Town
Democratic Committee, the Norwich Town Democratic Committee
and the Georgia Town Democratic Committee in October of
1976. None of these committees have registered or reported
to the Comm-ission.

Since corporate contributions and labor organization
contributions are legal in Vermont for purposes of State
elections, and since the above-named committees likely
maintained only one account into which all contributions
were deposited including presumably corporate and labor
organization contributions, the transfers from these
committees could represent indirect contributions of pro-
hibited funds.
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.Your attention is directed to the provisions of 11 C.F.R.
Sl02.6(b). Under this section of the Commission's Regulations,
committees such as the Burgess for Congress Committee may not
accept transfers from accounts or committees established by a
State committee, subordinate committee of a State committee or
another political committee except from a committee or account
which maintains a separate, segregated Federal account or which
accepts only contributions which are permissible under the

. .Federal Election Campaign Act and whose contributors are informed
of the Federal contribution limitations and prohibitions.

The Commission has also found reason to believe the Burgess
for Congress Committee violated 2 U.S.C. §441a(f) by accepting
an excessive contribution from Philip H. Hoff. On October 5,
1978 Mr. Hoff contributed $100 to the Burgess for CongressN' Committee. About October 18, 1976 Mr..Hoff endorsed a loan
of $1,000 to the Vermont State Democratic Federal Campaign
Committee at the request of John Burgess. This endorsement
arrangement included an agreement that the Burgess for Congress
Committee would receive the proceeds of this loan.

Under 2 U.S.C. §§431(e) (5) (G) and 431(e) (1), a loan endorse-
ment constitutes a loan from the endorser. Moreover, a loan
comes under the definition of a contribution. Thus Mr. Hoff's
endorsement of the $1,000 loan was a contribution to the

- " Vermont State Democratic Federal Campaign Committee. However,
this contribution was made with the understanding that the
proceeds of the loan would be handed over to your committee.

r Under 11 C.F.R. §110.6(a), all contributions by a person madeon behalf of or to a candidate, including contributions which
are in any way earmarked or otherwise directed to the candidate
through an intermediary or conduit, are contributions from the
person to the candidate. Furthermore under 11 C.F.R. §110.6(b),
earmarking means designation, instruction or encumbrance
(including those which are direct or indirect, express or
implied, oral or written) which results in all or any part of
a contribution or expenditure being made to, or expended on
behalf of, a clearly identified candidate or a candidate's
authorized committee. In this way, the loan endorsement
of Philip Hoff was in fact a contribution earmarked by him
and the Vermont State Democratic Federal Campaign Committee
for John Burgess which counted toward the general election
contribution limits for 1976 of both contributors.

By accepting the $1,000 earmarked transfer from Philip
Hoff and the Vermont State Democratic Federal Campaign
Com.mittee plus the $100 contribution from Philip Hoff, the
Burgess for Congress Committee. accepted an excessive con-
tribution from Philip Hoff in violation of 2 U.S.C. §44la(f).
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2 U.S.C. S434b(2) as interpreted by 11 C.F.R. Sll0.6(d)(2)
requires that the recipient committee of an earmarked contri-
bution shall report the contribution, indicating that the
contribution is made by both the original contributor and the
conduit, (in this case Philip Hoff and the Vermont State
Democratic Federal Campaign Committee). Failure of the Burgess

-o for Congress Committee to so report this contribution constitutes
a violation of 2 U.S.C. S434b(2) as interpreted by 11 C.F.R.
S 10.6(a), (b) and (d) (2).

Upon making a determination that there is reason to believe
that a violation have occurred, the Commission is required to

N, make an investigation and to afford you a reasonable opportunity
to demonstrate that no action should be taken. As part of this

,n process, please submit within ten days of receipt of this letter
any factual or legal materials which you deem relevant to the
Commission's investigation of this matter.

Specifically, please advise us of what efforts your committee
made to ensure that transfers from unregistered, unreporting town
committees did not contain prohibited funds.

Failure to respond to this letter may cause the Commission
to take further action based on the information at hand.

This letter of notification shall remain confidential in
e accordance with 2 U.S.C. §437g(a) (3) unless you state to the

Commission, in writing, that you wish the investigation to be
made public. The staff member assigned to this matter is
Clare Lindsay, (telephone number 202/523-4040 or toll free
800/424-9530 ext. 50).

Sincerely,

William C. Oldaker
General Counsel

cc: John All Burgess
P.O. Box 766
Montpelier, VT 05602
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FEDERAL ELECTION COMMISSION
1325 K SIRFET NW.

%- il WASHINGTOND,(. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Joseph F. Geiger '
Treasurer, Salmon for Vermont
P.O. Box 19
Cambridgeport, VT. 05141

RE: MUR 652

Dear Mr. Geiger:

This letter is to inform you that on the basis of informa-
tion ascertained in the normal'course of carrying out its
supervisory responsibilities, the Federal Election Commission
has determined that it has reason to believe that Salmon for
Vermont violated 2 U.S.C. S§441b, 441a(f) and 434b(2) as
interpreted by 11 C.F.R. 9110.6(d)(2).

C
Under 2 U.S.C. §441b, it is unlawful for a political

committee to accept or receive contributions from corporations
and/or labor organizations. For purposes of this prohibition,
the term "contribution" is defined to include "any direct or
indirect payment... or gift of money ... to any [Federal]
candidate [or] campaign committee.".

Salmon for Vermont accepted a contribution of $100 apiece
from the Barre Town Democratic Committee and the Georgia Town
Democratic Committee as well as a $380 contribution from the
Rockingham Town Committee, all in October and November, 1976.
None of these committees have registered or reported with the
Commission.

Since corporate & labor organization contributions are legal
in Vermont for purposes of State elections, and since the above-
named committees likely maintained only one account into which
all contributions were deposited including presumably corporate
and labor organization contributions, the transfers from these
committees could represent indirect contributions of prohibited
funds.

Your attention is directed to the provision of 11 C.F.R.
§102.6(b). Under this sectiorn of the Commission's Regulations,
committees such as the Salmon for Vermont may not accept
transfers from accounts or committees established by a
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State committee, subordinate committee of a State committee or
another political committee except from a political committee
or account which maintains a separate, segregated Federal
account or which accepts only contributions which are permissible
under the Federal Election Campaign Act and whose contributors
are informed of the Federal contribution limitations and pro-
hibitions.

The Commission Also found reason to believe Salmon for
Vermont violated 2 U.S.C. S44la(f) by accepting excessive
contributions from Maureen McNamara and Robert M. Wilson.
On September 20, 1976, Salmon for Vermont received contributions
for $50 from each of these individuals. On or about October 20,
1976, Ms. McNamara and Mr. Wilson each endorsed a loan of $1000
to the Vermont State Democratic Federal Campaign Committee,
("VSDFCC"), at the request of Thomas Salmon. This endorsement
arrangement also included an agreement that Salmon for Vermont
would receive the proceeds of this loan.

Under 2 U.S.C. §§431(e) (5) (G) and 431(e) (1), a loan endorse-
ment constitutes a loan from the endorser. Moreover, a loan
comes under the definition of a contribution. Thus Ms. McNamara's
and Mr. Wilson's endorsement of each $1,000 loan was a contri-
bution to the Vermont State Democratic Federal Campaign Committee.
However, this contribution was made with the understanding that
the proceeds of the loan would be handed over to your committee.

Under 11 C.F.R. §110.6(a), all contributions by a person made on
behalf of or to a candidate, including contributions which are
in any way earmarked or otherwise directed to the candidate

through an intermediary or conduit, are contributions from the

person to the candidate. Furthermore under 11 C.F.R. §110.6(b)
earmaking means designation, instruction or encumbrance (including
those which are direct or indirect, express or implied, oral or

written) which results in all or any part of a contribution or

expenditure being made to, or expended on behalf of a clearly

identified candidate or a candidate's authorized committee. In

this way, the loan endorsements of Mr. McNamara and Mr. Wilson

were, in fact, contributions earmarked by each of these

individuals and the VSDFCC for Thomas Salmon,which counted

toward the general election contribution limits for 1976 of
these contributors.

By accepting the $1000 earmarked transfer from Ms. McNamara

and the VSDFCC plus her $50 contribution and the $1,000 earmarked

transfer from Mr. Wilson and the VSDFCC plus his $50 contribution,

Salmon for Vermont accepted excessive contributions from both

Ms. McNamara and Mr. Wilson in violation of 2 U.S.C. §441a(f).
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2 U.S.C. §434b(2) as interpreted by 11 C.F.R. Sll0.6(d)(2)
requires that the recipient committee of an earmarked contribution
shall report the contribution, indicating that the contribution
is made by both the original contributor and the conduit, (in
these cases Ms. McNamara and the VSDFCC and Mr. Wilson along
with the VSDFCC). Failure of Salmon for Vermont to so report
these contributions~transfers is a violation of 2 U.S.C. S434b
(2) as interpreted by 11 C.F.R. S110.6(a)(b) and (d)(2).

Upon making a determination that there is reason to believe
that a violation has occurred, the Commission is required to

... make an investigation and to afford you a reasonable opportunity
to demonstrate that no action should be taken. As part of this
process, please submit within ten days of receipt of this letter
any factual or legal materials which you deem relevant to the

'I) Commission's investigation of this matter.

Specifically, please advise us of what efforts your committee
made to ensure that transfers from unregistered, unreporting town
committees did not contain prohibited funds.

Failure to respond to this letter may cause the Commission
to take further action based on the information at hand.

This letter of notification shall remain confidential in
C7accordance with 2 U.S.C. §437g(a) (3) unless you state to the

Commission, in writing, that you wish the investigation to be
made public. The staff member assigned to this matter is
Clare Lindsay, (telephone number 202/523-4040 or toll free
800/424-9530 ext. 50).

Sincerely,

William C. Oldaker
General Counsel

cc: Thomas P. Salmon
24 Atkinson St.
Bellows Fall, VT 05101
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" ..... h FEDERAL ELECTION COMMISSION
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' ; ';CERTIF IED MAIL
":':' : RETURN RECEIPT REQUESTED

' "";'ii Robert M. Wilson
~276 College St.
..- ..... Burlington, VT. 05401

RE: MUR 652

Dear Mr. Wilson:

This letter is to notify you that- on the basis of informa-
t) tion ascertained in the normal course of carrying out its

supervisory responsibilities, the Federal Election Commission
> has determined that you have v'iolated the Federal Election
C- Campaign Act, as amended ("the Act"), in that you endorsed

a loan for $1,000 dated October 28, 1976 to the Vermont State
c Democratic Federal Campaign Committee, the proceeds of which

were contributed to Salmon f or Vermont, in addition to making
~a $50 contribution to Salmon for Vermont on September 20, 1976.

Under 2 U.S.C. §431(e) (5) (G), a loan from a national or
~state bank made in the ordinary course of business is a loan

from each endorser or guarantor, in that proportion of the
unpaid balance that each endorser or guarantor bears to the
total number of endorsers or guarantors. Further, a loan

N comes under the statutory definition of a contribution as
~found in 2 U.S.C. §431(e) (1).

Therefore, by endorsing a loan to the VSDFCC you made a
$1000 contribution to that committee. However, the Commission
was informed that candidate Salmon arranged for your endorsement
of this loan and that part of the arranigement entailed Mr. Salmon's
committee receiving the proceeds of the loan. In light of this
fact, it would appear that you knew that Salmon for Vermont
would ultimately receive the proceeds of this loan such that
your contribution/loan endorsement to the VSDFCC was made in
order to benefit Salmon for Vermont.

For purposes of the $1000 aggregate contribution limit
per election to a candidate for Federal office or his authorized
committee (2 U.S.C. §441a(a) (1) (A)) all contributions made by
a person, either directly or indirectly, on behalf of a particular
candidate, including contributions which are in a.ny way earmarked
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or otherwise directed through an intermediary or conduit
to such candidate shall be treated as contributions from
such person to such candidate. 2 U.S.C. S44la(a)(8).

Since you had already contributed $50 to Salmon for
Vermont in September, 1976, you exceeded the statutory
contribution limit for the 1976 general election of candidate
Salmon.

Upon making a determination that there is reason to
believe that a violation has occurred, the Commission is
required to make an investigation and to afford you a
reasonable opportunity to demonstrate that no action should
be taken. As part of this process, please submit, within
ten days of receipt of this letter, any factual or legal
materials which you deem relevant to the Commission's investi-

. gation of this matter. Failure to respond to this letter may
cause the Commission to take further action based on the
information at hand.

This letter of notification shall remain confidential
in accordance with 2 U.S.C. §437g(a) (3) unless you state to
the Commission, in writing, that you wish the investigation
to be made public. The staff member assigned to this matter
is Clare Lindsay, (telephone number 202/523-4040 or toll free

Fnumber 800/424-9530).

Sincerely,

William C. Oldaker
General Counsel



FEDERAL ELECTION COMMISSION
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WASHINGTOND.C. 20463

, •CERTIFIED MAIL
RETURN RECEIPT REQUESTED

* ,Maureen McNamara
14 Summit St

* Burlington, VT 05401

RE: MUR 652

Dear Ms. McNamara:

This letter is to notify you that on the basis of informa-
"1 tion ascertained in the normal course of carrying out its

supervisory responsibilities, the Federal Election Commission
has determined that you have violated the Federal Election
Campaign Act, as amended ("the Act"), in that you endorsed
a loan for $1,000 dated October 28, 1976 to the Vermont State
Democratic Federal Campaign Committee, the proceeds of which
were contributed to Salmon for Vermont in addition to making
a $50 contribution to Salmon for Vermont on September 20, 1976.

Under 2 U.S.C. §431(e)(5)(G), a loan from a national or
state bank made in the ordinary course of business is a loan
from each endorser or guarantor, in that proportion of the
unpaid balance that each endorser or guarantor bears to the
total number of endorsers or guarantors. Further, a loan
comes under the statutory definition of a contribution as
found in 2 U.S.C. §431(e)(1).

Therefore, by endorsing a loan to the VSDFCC you made a
$1000 contribution to that committee. However, the Commission
was informed that candidate Salmon arranged for your endorsement
of this loan and that part of the arrangement entailed Mr. Salmon's
committee receiving the proceeds of the loan. In light of this
fact, it would appear that you knew that Salmon for Vermont
would ultimately receive the proceeds of this loan such that
your contribution/loan endorsement to the VSDFCC was made in
order to benefit Salmon for Vermont.

For purposes of the $1000 aggregate contribution limit
per election to a candidate for Federal office or his authorized
coimnittee (2 U.S.C. §441a(a) (1) (A)) all contributions made by
a person, either directly or indirectly, on behalf of a particular
candidate, including contributions which are in ahy way earmarked
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or otherwise directed through an intermediary or conduit
to such candidate shall be treated as contributions from
such person to such candidate. 2 U.S.C. S44la(a) (8).

Since you had already contributed $50 to Salmon for
Vermont in September, 1976, you exceeded the statutory
contribution limit f or the 1976 general election of candidate

* Salmon.

Upon making a determination that there is reason to
believe that a violation has occurred, the Commission is
required to make an investigation and to afford you a
reasonable opportunity to demonstrate that no action should
be taken. As part of this process, please submit, within
ten days of receipt of this letter, any factual or legal
materials which you deem relevant to the Commission's investi-
gation of this matter. Failure to respond to this letter may
cause the Commission to take further action based on the
information at hand.

This letter of notification shall remain confidential
in accordance with 2 U.S.C. §437g(a) (3) unless you state to
the Commission, in writing, that you wish the investigation
to be made public. The staff member assigned to this matter
is Clare Lindsay, (telephone number 202/523-4040 or toll free
number 800/424-9530).

Sincerely,

William C. Oldaker
General Counsel
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Philip H. Hoff
214 Prospect Parkway
Burlington, VT 05401

*Re: MUR 652

Dear Mr. Hoff:

This letter is to notify you that on the basis of
information ascertained in. the normal course of carrying
out its supervisory responsibilities the Federal Election
Commission has determined that it has reason to believe
that you have violated the Federal Election Campaign
Act, as amended ("the Act"), in that you endorsed a loan
for $1,000 dated October 18, 1976 to the Vermont State
Democratic Federal Campaign Committee, the proceeds of
which were contributed to the Burgess for Congress
Committee, in addition to making a $100 contribution to
the Burgess for Congress Committee on October 5, 1976.

Under 2 U.S.C. S 431(e) (5) (G), a loan from a national
or state bank made in the ordinary course of business is
a loan from each endorser or guarantor, in that proportion
of the unpaid balance that each endorser or guarantor bears
to the total number of endorsers of guarantors. Further, a
loan comes under the statutory definition of contribution
as found in 2 U.S.C. S 431(e) (1) .

Therefore, by endorsing a loan to the VSDFCC you made
a $1000 contribution to that Committee. However the
Commission was informed that candidate Burgess arranged for
your endorsement of the loan. In light of this fact, it
would appear that you knew that the Burgess for Congress
Committee would ultimately receive the proceeds of this
loan so that your contribution to the VSDFCC was made in
order to benefit the Burgess for Congress Committee.
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- For purposes of the $1000 aggregate contribution
..limit per election to a candidate for Federal office and
his authorized committee [2 U.S.C. S 441a(a) (1) (A)], all
contributions made by a person, either directly or in-
directly, on behalf of a particular candidate, including
contributions which are in any way earmarked or otherwise
directed through an intermediary or conduit to such
candidate, shall be treated as contributions from such

. person to such candidate. 2 U.S.C. S 441a(a)(8)

Since you also contributed $100 to the Burgess for
Congress Committee in October, 1976 you have exceeded the
statutory $1,000 contribution limit for the 1976 general
election of candidate Burgess.

Upon making a determination that there is reason to
believe that a violation has occurred, the Commission is
required to make an investigation and to afford you a
reasonable opportunity to demonstrate that no action
should be taken. As part of this process, please submit,
within 10 days of receipt of this letter, any factual or
legal materials which you deem relevant to the Commission's
investigation of this matter. Failure to respond to this
letter may cause the Commission to take further action
based on the information at hand.

This letter of notification shall remain confidential
in accordance with 2 U.S.C. § 437g(a)(3) unless you state
to the Commission, in writing, that you wish the investiga-
tion to be made public.. The staff member assigned to
this matter is Clare Lindsay, (telephone number 202-523-
4040 or toll free number 800-424-9530).

Sincerely,

William C. Oldaker
General Counsel



FEDERAL ELECTION COMMISSION
1325 K STREFI N.W
WASHINGTON, )C. 20463

July 14, 1978

MEMORANDUM

TO: BILL OLDAKER

THROUGH: ORLANDO B. POTTER
F DIRECTOR

ROM: TA/RICK HALTER

BJECT: UDIT OF THE VERMONT STATE DEMOCRATIC
FEDERAL CAMPAIGN COMMITTEE-POSSIBLE
VIOLATIONS OF 11 CFR 102.6 AND 110.3(b) (2)

During the audit of the Vermont State Democratic
;ederal Campaign Committee ("VSDFCC") the following matters
ere noted which are being referred to your office for legal
, alysis and opinion.

The audit of VSDFCC covered the period October 1, 1976,
.he beginning coverage date of the initial report filed by
-.DFCC, through March 31, 1978, the final coverage date of the
atest report filed at the time of the audit.

A. Possible Earmarked Contributions

Section 110.6(b) defines earmarking as a designation,
instruction, or encumbrance (including those which are direct
or indirect, express or implied, oral or written) which results
in all or any part of a contribution or expenditure being made
to or expended on behalf of a clearly identified candidate or
a candidate's authorized committee.

In 1976, VSDFCC contracted for a total of eight (8) separate
$1,000 loans to enable them to make transfers to candidates for
Federal office. The proceeds of each loan were deposited into
VSDFCC's account and then transferred to the candidates by check.
VSDFCC made no additional transfers to these candidates.
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In their disclosure reports, VSDFCC reflected each of
these loans on the schedule of debts and obligations owed by
VSDFCC, each of the endorsers and amounts of these loans
on a schedule of proceeds from loans and the candidates who
ultimately received the proceeds of the loans on a schedule of
transfers out. The candidates reflected the receipts as transfers
in from VSDFCC in their disclosure reports.

The Treasurer of VSDFCC informed us that the endorser of each
$1,000 loan was arranged for by the candidate who was to ultimately
receive the proceeds of the loan.

Since the candidates arranged for the endorsers of the loans,
it is apparent that the endorsers knew who would ultimately receive
the loan proceeds. Therefore, it appears that the transfers by
SDFCC to the candidates were in effect earmarked by the endorsers
for the candidates and constitute contributions to the candidates
to be applied against each endorser's individual $1,000 contribution
imitation for the 1976 general election. If this is the case, it

appears that the $1,000 contribution limitation for the 1976
eneral election has been exceeded in three (3) instances (see
xhibit A).

Based on the above, it is our recommendation that:

a) VSDFCC be required to

1) amend their reports to reflect the earmarking
as required

2) notify the respective candidates of the earmarking

C7 b) the recipient candidates be required to

1) amend their reports to reflect the earmarking
as required

2) refund the excessive contributions to the
contributors and report these transactions
as required. (see Exhibit A)

We shall so inform the VSDFCC, who will in turn inform the
respective candidates, unless your analysis determines that an
alternate approach is necessary.
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B. Shared Checking Account

Section 102.6(a)(1) (i) of the Commission's Regulations states,
that if a State committee, which intends to solicit, receive, or
make contributions or expenditures in excess of $1,000, to, for, or
on behalf of any candidate for Federal office, chooses to establish
a separate Federal campaign committee it shall register as a
political committee and establish a segregated Federal account.

VSDFCC registered with the FEC as a political committee
on October 20, 1976 pursuant to Section 102.6(a)(1)(i). However,
as a result of our review of VSDFCC bank statements and from a
conversation with VSDFCC's Treasurer, it was noted that VSDFCC
shared a single checking account with its parent organization,
e Vermont State Democratic Committee ("VSDC") from 10/1/76
rough 12/29/76. VSDC was registered with the FEC during

this period, but was in the process of terminating.

Our review of the reports and records of both the VSDFCC
d VSDC revealed that (1) only federal activity was reported
y VSDFCC from the shared account, (2) VSDC filed FEC Form 3a
r the equivalent for the period January 1, 1976 through September
.0, 1976 and terminated on May 5, 1977. VSDC's termination
otice was not accompanied by a report of receipts and expenditures
FEC Form 3) but did state that VSDC did not receive or spend in
xcess of $1,000 in support of Federal candidates and had no debts
r obligations in connection with Federal candidates. It appears
at neither committee accepted or deposited prohibited funds

nto this account. VSDFCC made transfers to Federal candidates
om this account.

The Treasurer of VSDFCC informed us that since he was not
sure whether the shared account was permissable, he opened a
segregated account for VSDFCC in December of 1976.

Based on this information we believe that VSDFCC was in
violation of Section 102.6(a) (1) (i) for not establishing a segregated
account pursuant to this section until three (3) months after its
organization.

However, since our audit work and related tests have given
assurance that (1) VSDFCC reported all Federal related activity,
(2) VSDFCC operated from an account containing funds permissable
under the Act, (3) the unreported activity relating to the shared
account was solely for state and/or local candidates undertaken
at the direction of VSDC, we recommend that no action be taken
against either VSDFCC or VSDC pertaining to this matter.
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We request your concurrence on this matter or an alternate
method of disposition as applicable.

Please find attached the audit report (proposed) of the
VSDC for your review and comment.

C. Transfers by Subordinate State Party Committees

Section 110.3(b) (2) (ii) of the Commission's Regulations
states that all contributions made by the political committees
stablished, financed, maintained, or controlled by a State party

committee and by subordinate State party committees shall be
-resumed to be made by one political committee. 1/

7 During the pre-audit review of candidate reports from the
state of Vermont, it was noted that three (3) unregistered, local,
Vermont Democratic committees transferred $25.00 each to John A.
, urgess, Democratic candidate for the United States House of
Representatives. In addition, VSDFCC transferred a total of
735,000 to Burgess. Each of these transfers were made after the
4ate of the 1976 Vermont primary election. (see Exhibit B)

During the entrance conference, the Treasurer of VSDFCC
informed us that these local committees were affiliates of VSDFCC
3nd VSDC, but he did not keep track of their transfers to Federal
candidates because this type of activity was minimal.

Based on this information it is our contention that VSDFCC,
together with the three (3) affiliated subordinate committees,
exceeded the single limitation of $5,000 per candidate, per
election. The Candidate should be required to refund the excess
portion ($75.00) to either VSDFCC or the local committees.

If you have any questions relating to the matters discussed
above, please contact Rick Halter or Paula King at extension
3-4155.

1/ The presumption, as indicated by the facts at hand, is not
rendered inoperative by 11 CFR 110.3(b) (2) (ii) (A) and (B.

Attachments as stated
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EXHIBIT A -CONTRIBUION4 ANALYSIS

Ondorser
Amunt
Endorsed Candidate

Date of
Lyan 1/

woan
Repaments
to Date

Date of
Loan
Repaymnts

Date of dII' General Elec-
dli Contri- ti Aggrea1

Contributionis ticrns to Per Kre
to Candidatem Cndidate as of 10/28/76

R.E. Davis

J.C. Kenny

P.H. Hoff

C. Stewart

J. Chatot

M. McNamara

S. Poger

q.M. Wilson

$1,000

1,000

1,000

1,000

1,000

1,000

1,000

1,000

Burgess

Burgess

Burgess

Burgess

Burgess

Salncn

Salmon

Salmon

10-12-76

10-14-76

10-18-76

10-21-76

10-22-76

10-28-76

10-28-76

10-28-76

$ 700

700

700

700

1,000

700

700

700

5-27-77

5-27-77

5-27-77

5-27-77

5-27-77

5-27-77

5-27-77

5-27-77

-0-

0-

100

-0-

-0-

50

-0-

50

10-05-76

9-20-76

9-20-76

i_/ Transfers of the loan proceeds to the candidates were made within two (2) days of the date the loan
was made.

$1,000

1,000

1,100

1,000

1,000

1,050

1,000

1,050



EXHIBIT B

GENERAL ELECTION TRANSFERS TO JOHN A. BURGESS 1/

(HOUSE OF REPRESENTATIVES D.-VT.)

Committee

Vermqc
"ederi

lines
rommi

'orwi
lommi

".eorjommi

ornmi€

State Democratic
1 Campaign Committee

urg Town Democratic

ee

U Town 
Democratic

~Town Democratic
Mtee

a Town Democratic

P ee

Total

Amount

$1,000
1,000
1,000
2,000

25

25

Date

10-13-76
10-15-76
10-20-76
10-22-76

10-19-76

10-28-76

10-29-7625

$5,075

/ Vermont primary election was held on September 14, 1976.



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

REPORT OF THE AUDIT DIVISION
ON THE

VERMONT STATE DEMOCRATIC COMMITTEE

I. Background

A. Overview

This report is based on an audit of the Vermont
State Democratic Committee ("the Committee"), undertaken by
-4the Audit Division of the Federal Election Commission in
accordance with the Commission's audit policy, to determine

- qhether there has been compliance with the provisions of the
deral Election Campaign Act of 1971, as amended ("the Act").

The audit was conducted pursuant to Section 438(a)(8) of
*itle 2 of the United States Code, which directs the Commission
to make from time to time audits and field investigations with
Inspect to reports and statements filed under the provisions
of the Act.

The Committee registered with the Federal Election
Eommission on July 14, 1975 as the state committee representing
C the Democratic Party of Vermont. It maintained its headquarters
in Burlington, Vermont.

The audit covered the period January 1, 1976 through
March 18, 1977, the termination date of the Committee. The
Committee filed Federal Election Commission Form 3a reports
or the equivalent during this period.

This audit report is based on documents and working
papers which support each of its factual statements. They form
part of the record upon which the Commission based its decisions
on the matters in this report and were available to Commissioners
and appropriate staff for review.

'6LT~,
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B. Key Personnel

The principal officers of the Committee during the
period covered by the audit were Carolyn Adler, Chairperson
during the period January 1, 1976 through January 27, 1977
and John Carnahan, Chairman during the period January 28,
1977 through March 18, 1977. The Treasurers of the Commit-
tee during the period covered by the audit were H. Clifford
Dubie from the period January 1, 1976 through July 12, 1976,
Irene Stewart during the period July 13, 1976 through
September 28, 1976, and Wayne W. Jameson from September 29,
1976 through March 18, 1977.

C. Scope

The audit included such tests as verification
of receipts and expenditures and individual transactions;
review of required supporting documentation; analysis of
Committee debts and obligations; and, such other audit
procedures as deemed necessary under the circumstances.

II. Auditor's Statement

Although our audit disclosed that the Committee did not
receive or spend in excess of $1,000 from or for Federal
candidates during the period covered by the audit, it is the
opinion of the Audit staff, based upon examination of the
reports and statements filed and the records presented, that
the reports and statements of the Vermont State Democratic
Committee fairly present the financial activities of the
Committee for the period covered by the audit. No material
problems in complying with the Federal Election Campaign Act
were discovered during the course of the audit.



FEDERAL ELECTION COMMISSION

1325 K STREET'N.W
*.:,WASHINGTON,D.C. 20463

October 19, 1978

MEMORANDUM TO: Bob Costa

THROUGH: Orlando B. Potter

FROM: Bill Oldaker

RE: Vermont State emocratic Federal
Campaign Committee

On October 12, 1978, the Commission voted to
close MUR 652 and to direct the Audit Division to take
the following actions in this matter:

1) To send a letter to the Vermont State Democratic
Federal Campaign Committee directing this committee
to inform the Burgess for Congress Committee and
Salmon for Vermont to refund contributions re-
ceived in excess of limits as reported in MUR 652.

2) To direct the Vermont State Democratic Federal
Campaign Committee to amend their disclosure

Nreports to reflect earmarked transfers and
notify the recipient of these transfers of the
earmarking.

3) To recommend to the Commission in conjunction
with the Office of General Counsel and the
Reports Analysis Division procedures for the
handling of potential 2 U.S.C. § 441b violations.
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