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F EDERAL ELECTION COMMISSION _
SENSITIVE

STATEMENT OF REASONS

RESPONDENTS:*  Martha Coakley; - " MUR: 6216
- Coakley for Senateand == e
Nathaniel C. Stinnett, in his -
official capacity as treasurer; . -
Coakley (State) Commrttee

L INTRODUCTION S S

. This matter was generated by a complamt filed with the Federal Election Commtssron by .

the Massachusetts Republrcan Party, allegrng that Martha Coakley, Coakley for Senate and

: Nathamel C Stinnett, in hls ofﬁcral capactty as treasurer (“F ederal Commrttee”), and the-
.- ,Coakley (State) Committee (“State Commtttee”) (collectrvely the “Respondents") vrolated the.- A
| Federal Election Campaxgn Act, as amended. See 2 U.S.C. § 437g(a)(1) Speclﬁcally, the |
,.complamt alleges that the State Commrttee hired consultants whose work may have beneﬁted the

: 'Federal Commrttee, and that the State Commrttee purchased assets whrch it later sold to the

Federal Commrttee After consrdenng the complatnt and responses in this matter, the

Commrssnon voted to find no reason to believe that Respondents violated. the Act or Commission

'regulatrons with respeet to the asset sale agreement and further voted to exercise its .

: prosecutonal drscretron and drsmrss the allegatrons related to the llrrmg of consultants See

Heckler v. Chaney, 470 U.S. 821 (1985).
II. FACTUAL AND LEGAL ANALYSIS
A. Factual Background

Martha Coakley is the Massachusetts Attorney General and was the Democratic nominee
for the U.S. Senate in the January 19, 2010, special election. She formally declared her Senate

candidacy on September 3, 2009, filing her Statement of Candidacy and her federal
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commrttee s Statement of Orgamzatlon the same day The complamt alleges that before th1s

date, Coakley used State. Commrttee funds to pay for federal exploratory actlvrty in order to

: producea “qulck launc ” of her Senate campalgn. _ Accordlng to the complaint and attached -

'news articles, the State Committee us_ed state.campaign funds to beneﬁt the Federal Committee

in two Ways: :

. The State Committee pard to hire Kevin Conroy, the eventual campalgn manager for her

- federal campaign, and Alex Zaroulis, her spokeswoman, in' August 2009, and paid for
work by two. consultmg firms, 4C Part'ners LLC and Liberty Square Group, that beneﬁted
the federal campmgn, and B -

o The -St_ate Cnmm‘ittee paid to buy a fundraising database; redesign Coakley’s website, and
secure 37 variations of “marthacoakley.com,” and bo_u'ght $6,000 worth of yard signs, . - -
- posters, buttons, lanyards, and t-shirts featuring her generic campaign logo that were used
. when Coakley announced her candidacy. The State Committee then sold these assets to
" the federal committee for $35,725 pursuant to an asset sale agreement on the same day

. Coakley announced her candldacy .
In thelr respanse, the Stnte and Fedaral Commrtteas lmve each demed that the State Commlttee

'1mproperly pald for federal exploratory actlvrty, assertmg that Coakley hlred pohtlcal consultants
RRTY . for her state reelectlon campargn in 2010 and that both commxttees were in comphance with

state and federal Iaws -

_l. mm

The State Gomrmttee hxred campalgn staff and several consultants the month before

: Coakley announced her Snnate candldacy on September 3, 2009 “even though [Coakley] faces

. no chal_lengers for the 2010 attorney general race.”™ In partieular, according to the complaint, the -

State Committee hired Alex Zaroulis on August 1, 2009,, and Kevin Conroy on August 17, . .

! See Complaint at 2.
2 See Responpe of Coekley for Senate, at 3. Martha Coakley did not filv a respense in tlus thatter.
3 Complaint Attach. 1 (Hillary Chabot, Martha Coakley Used Campaign Cash on Fed Race Query, BOSTON

HERALD, Sept. 2, 2009); see also Complaint at 4.
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2009, who migrated to the Senate campaign after Coakley announced her candidacy.* Although

the complaint alleg_es that the early hiring of these “key individuals” improperly benefited

. Coakley’s federal campaign, Coakley representatiues_.as'ser"ted publicly that these consultants

initially were hired for. the state 'carnpaign.s Zaroulis, who ran Coakley’s communications for the

_ Senate race, states that she “was pard $2,000 from Coakley’s state account because she was

”6

orrgmally hired for the attomey general’s race Zaroulrs also explamed the hiring of Conroy,

" the Federal Commlttee s eventual campargn manager by statmg, “Itis nut unusual for a state

campaign to hrre campargn staff manths, even a year, in advance 115 prepare for an electmn.

27

Accordrng to the complamt the State Committee also pard

e $9, 000 in June and July 2009 for consultmg services by a Washmgton polrtrcal consultrng
- firm, 4C Partners, LLC ' . ,

° $7l6 in August 2009 to nelmburse tmvel expenses of 4C worker Julia Hofﬁman, who
went on the state campaign payroll in December 2008 -and

. $12,900 .cornbme.d. to -Lrberty Square Group, in June and August of 20098 -
Both 4C Partners, :LLC and Liberty Square Group were retained by the Federal Committee after

.Coakley announced her candidacy on September 3, 2009.”

4 Complamt at2 and Attach 2 (Glen Johnson, Mass AG Maneuvered  for Year for Kennedy Race,’ .

" ASSOCIATED PRESS, Sept. 10, 2009).
5 See Dave Wedge, $30G in Funds Paid to AG's Consultants Eyed, BOSTON HERALD, Oct. 17, 2009, at A4.
. See Chabot, supra; see also Johnson, supra (quoting, Zaroulis as saying “I was hired for the AG's race.”).
- Johnson, supra. .
s See id. In addition to these-amounts alleged in the complamt the State Commlttee paid Liberty Square

Group $6,000 in July 2009. See Reports of Martha Coakley, Massachusatts Office of Gampaign and Political

Finance (“OCPF”), available at W, efs.cpf.state. ma.us/SearchReportResults.aspx?cpfld=13182 (last visited

March 12, 2010).
9 See Complaint at 3.
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| 2. Tmfer of Assets . .

- Accordmg to the complaint the State Commlttee used campaign funds tobuya -
fundralsmg database redesxgn her websrte, secure domam names, and purchase $6,000 worth of
yard signs, posters, buttons, lanyards and T-shrrts featurmg her campaign logo, then sold these
assets to the Federal Commrttee for $35 725 on the same day that Coakley announced her o

candidacy Coakley s Federal and State Commrttees reported this tramsaction. ! Coakley also

~ publicly dlsclosed the exlstenoe of an asset sale agreement between her state and federal

campaign committees at. the time she declared her cartdidacy
B Analysis

1. Asset Sale Agreement :

Federal candidates and ofﬁceholders or entities dlrectly or mdirectly establlshed

'ﬁnanced maintained or controlled by them are restncted from soliciting, recelvmg, directing,

transferrmg, or spendmg nonfederal funds See 2 U. S C.§ 44lr(e)(l)(A) In addltion, sectlon
1 10 3(d) of the Commissron s regulatlons provrdes, in material part, that transfers of funds or

assets from a candidate’s campaign comimittee for a'nonfederal election to his or, her princip'al-

* campaign conmittee for a federal election. are prohibited. See 11 C FR.§. 110. 3(d). The State of

Massachusetts pertmts labor orgamzatrons to meke contributions to. candadates and the Stute

10 See id. at 2.

" On the same day that Coakley announced her candidacy, the Federal Committee made a $35,725
disbursement te tha State Committee for the “Purchnse of Assets from State Comnrittee to Fedéral Cammittae.”
See Coakley for Senate, October 2009 Quarterly Report, (amended) at 2893. One week later, the State Committee
reported receiving $35,725.from “Martha Coakley, for Senate Committee” for “Federal Committee purchasing State
Committee Assets.” See Reports of Martha Coakley, OCPF, supra. This entry in the State Commiittee’s
Massachusetts’ campaign finance report included a notation: “$ to be Purged to Charity MA 02129.” On
November 25, 2009, the State Committee reported making an expenditure for the purpose of a “Donation” to Genise
Hopperage Schcol for Girls, in the same amount it received for the sale of the assets to the Federal Committee,

$35,725.
1 See Johnson, supra. The Coakley response did not include a copy of the agreement.
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Committee’s disclosure reports show that it accepted union contributions during 2009.
See Mass. Gen. Law. 55:8 (prohibiting corporations, but not labor organizations, from making
contributions); see generally Reports of Martha Coakley, OCPF, suprd. Therefore, the Federal

Committe_e’s receipt of _asseté purchased with these nonfederal funds could have poteritially been

 aviolation of 2 U.S.C. § 441i(e)(1)(A).

- However, _the Commission has permitted the transfer of a nonfederal committee’s assets

" to the campaign committee of a candidate for federal office whare the assets are sold at fair

market va:l_ua. See Explana_iicm ;uid Jus_t_iﬂcation: 'i‘rmmfcr of Funds from State to Federal
Campaigns, 58 Fed. Reg. 3474, 3475 (Jan. 8, 1993) (“the rule should not he read to proscribe the
sale of assets by th-e stafe campaign committee to th.e federai campaign _comrﬂittee, so long as
those assets are sold at fair market value™); see also Statement of Reasons of Chairman Walther,
Vice-Chairman Petersen, and Comnﬁésionérs Béueriy, Hur_lter, and Weintraub, MUR 5_964
(Scﬁo_ck fo; Congress) (pefrrﬁtting the transfer of a nonfederal 'conunitteLe’s aSset§ tothe

campaign committee of a candidate for federal office when such transfer was conducted under °

current market practices and at the usual and normal charges); Advisory Opinion 1992-19 (Mike

Kreider for Congress Conmmittee). The Commission’s regulations define “usual and normal

charge” as “the price of those gootls in the market from which thiey ordinarily would have been

‘purchasad at the time of the contribution.” 11 C.F.R. §.100.52(d)(2).

The response in this matter stated that the Federal Committee purchased the assets front
the State Cammittee in order to be in full compliance with the Act. .Although the response did
not specifically detail the amount paid by the Federal Committee for these assets, the
Committee’s 2009 October Quarterly Report shows a $35,725 disbursement to the State

Committee for the “Purchase of Assets from State Committee to Federal Committee” that was
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. made on the day Coakley announced her Federal candidacy. The Commrssron does not have any '
- information to suggest-that the -fa_rr. rnar_ke_t.va_lue of the-assets _exceeded $35,725. Furthermore, x

" the Committee acknowledged that the asset tiansfer wouldhave constituted an unlawful

contribution: pursuant to 11'CFR.§1 10-3(d) “HIf 'these goods were transferred to the [Federal '

Committee] wrthout the commrttee paymg the usual and normal charge ” Response of Federal -
and State Committees at 3. The Federal and State. Commrttees then explicrtly asserted that the
 asset transfer did not viotate the law- Id' ' Because there isno mformutwn to suggest that the

amauat pard by the Federal Ccmmrttee for the assets was not fair market value, the Commmsmn

determined that there isno reason to believe that Martha Coaklfy, Cealdey for Senate and
Nathaniel C, Stmnett in his ofﬁclal capacrty as treasurer, and the Coakley (State) Committee

violated the Act or Commrssron regulatrons wrth respect to the asset sale agreement

2. Paments for Consultants
| With regard to the pot'ential use of ‘state’ consultants'to 'perforrn work for the federal

14 campaign, Coakley s Federal and State Commrttees have pubhcly denied that State Commrttee

funds were used to pay for Federal Commrttee consultlng fees. See supra Section ILA.1.

Zaroulis, who ran Coakley’s comrrrunications_ for th'e Senate'race_, states that she initially -

received payments from the State Comrnittee. for services relsted to Coakley’s state oampaigp.

Id. She also expleains that the State C_ornmittee hired Kevin Contny, the Federal Committee’s
e\rentual campaign manager, to prepare for Conkley’s Attorney General re-election campaign for
the November 2010 state electian. The._State'Committee reports reveal that Zaroulis and Conroy
were on its .payroll on August 1, 2009 and August 17, 2009, respectively. Although the State
Committee’s August payments .to the consultants occurred in close proximity to Coakley’s

September 3, 2009 announcement of her Federal candidacy, and the Respondents did not address
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the allegation that the State Committee paid for consulting services that benefited the Federal
Committee, the use of the Commission’s limited resources to pursue this matter is not warranted
here, as it would appear that any amount of S'fate Committee consultant payments attributable to
the Federal Committee woul'd_'be minimﬁl. Accordingly, t_he Comrhission has voted to dismiss,
as a matter of prosecutorial discretion, the allegations relating to the hiring of consultants. See

Heckler v. Chaney, 470 U.S. 821 (1985).
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