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FEDERAL ELECTION COMMISSION

WASHINGTON ., D.C. 20463

July 6, 1981

CERTIFIEL MAIL
RETURN RECEIPT REQUESTED

Jules G. Radcliff, Jr., Esq.

Lewis, D'Amato, Brisbois and
bBisgaard

261 South Figueroa Street

sSuite 300

Los Angeles, California 90012

Re: MURs 1331 and 1332

(merged with MUR 1329]
Dear Mr. Radcliff:

On November 6 and November 7, 1960, the Commission
notified your clients, Carey Peck, Carey Peck for Congress,
Terry Pullan, and Michael Gordon, of complaints alleging
that they nad violated certain sections of the Federal
Election Campaign Act of 1971, as amended ("the Act").

The Commission on June 30, 1981, determined that
on the basis of information in the complaints and infor-
mation provided by the respondents, there is no reason to
believe that a violation of any statute within its jurisdiction
has been committed by your clients.

However, the Commission does wish to bring to your attention
an apparent reportinyg omission by Carey Peck for Congress.
Pursuant to 2 U.S.C. § 432(e)(2) and 11 C.F.R. § 101.2(a),
as amendea, when a candidate receives any loan for use
in connection with his campaign he shall be considered as
having received the loan as an agyent of his authorized committee,
ana 2 U.S.C. § 434(b)(3)(L) (former 2 U.S.C. § 434(b)(5)) requires
the disclosure of any person who makes a loan to the committee.
Undger 11 C.F.R. § 104.3(a)(4)(iv), this disclosure requirement
includes each person who makes a loan to the candidate acting as
an agent oi the committee. In light ot these reguilrements
we reqguest that Carey Peck tor Congress amend all reports filed
since April 1, 1980, */ to disclose the original lender of any
lcans currently reportea as loans from Carey Peck to Carey Peck
for Congress. In accordance with the instructions for the current
Scneauie C, the criginel lender, i.e. the bank, must be disclosed
in the tirst box for encorsers and guarantors with a notation that
trnne tank identitied 1s the original source.

:/ The effective date of the amendments to the Commission's
regyulations.




Letter to: Jules G. Radcliff, Jr., Esq.
Page 2

The Commission has closed its files in these matters. These
matters will became a part of the public record within 30 days.
If you have any questions, please contact Anne Cauman, the
attorney assigned to these matters, at (202) 523-4529.

Sincerely,

Charles N. Steele
General Counsel

By: 2\62;?‘(iﬁdl

Kénneth A. Gross/
Associate General Counsel




FEDERAL ELECTION COMMISSION
WASHINGTON.D.C. 20463

CERTIFILL MAIL
RETURN RECEIPT REQUESTED

Jules G. RadCIiff' Jl‘.‘., Esqo

Lewis, D'Amato, Brisbois and
bisgaard

261 South Figueroa Street

Suite 300

Los Angeles, California 90012

Re: MURs 1331 and 1332

[merged with MUR 1329]
Dear Mr. Raacliff:

On November 6 and November 7, 1950, the Commission
notified your clients, Carey Peck, Carey Peck for Congress,
Terry Pullan, and Michael Gordon, of complaints alleging
that they nad violated certain sections of the Federal
Election Campaiygn Act of 1971, as amended ("the Act").

The Corunission on June 30, 1981, determined that
on the basis of intformation in the complaints and infor-
mation provided by the respondents, there is no reason to
believe that a violation of any statute within its jurisdiction
has been committea by your clients.

However, the Ccmmission does wish to bring to your attention
an apparent reporting onission by Carey Peck for Congress.
Pursuant to 2 U.5.C. § 432(e)(2) and 11 C.F.R. § 101.2(a),
as alenaea, when a canaidate receives any loan for use
in connection with his campaign he shall be considered as
having received the loan as an ayent of his authorized cormittee,
ana < U.S.C. § 434(b)(3)(Lt) (former 2 U.S.C. § 434(b)(5)) requires
trhe disclosure of any person who makes a lcan to the committee.
Unaer 11 C.F.R.e § 104.3(a)(4)(iv), this disclosure requirement
includes each person who makes a loan to the candidate acting as
al: agent of the ccmmittee. In light or these reguirements
we request tinat Carey FPeck tor Congress amend all reports filed
since april 1, 158G, */ to disclose the oricinal lender of any
locans currently reported as loans from Carey Peck to Carey Peck
for Congress. In accordance with the instructions for the current
Schecuie C, the coriginel lencer, l.e. the bank, must be disclosed
1in the first box for encorsers ana guarantors with a notation that
the Lahik identitiea 1s the original source.

*/ The eifrective cdate of the anendiients to the Commission's
regyulations.




Letter to: Jules G. Radcliff, Jr., Esg. '
Page 2

The Commission has closed its files in these matters. These
matters will became a part of the public record within 30 days.
If you have any questions, please contact Anne Cauman, the
attorney assigned to these matters, at (202) 523-4529.

Sincerely,

Charles N. Steele
General Counsel

By:

Renneth A. Gross
Associate General Counsel

“c 7/‘/5/




FEDERAL ELECTION COMMISSION
WASHINGTON,D.C. 20463

July 6, 1981

CLK%IF1ILD MALlL
RLTURN KLCLIPY RLEQUESTLED

Stanley k. Caidin, Lsg.

Calain, halman, Sampscn & Marpet
Y4b4 Wilshire blvd.

Suite <UY

beverly hills, California 90212

Re: MUR 1332[merged in MURS
1329 and 1331]
Lear mr. Caidin:

On hovember o, 1Y%bU, the Comriission notified you
of a cumplaint alleying that you had violated certain
sections or the Federal klection Campaign Act of 1471,
as alienaed.

Thie Cociuszission, c¢n vune 3U, 1%%l, determined

tuat on the basis of tne information in the complaint

ana 1nforrniation provided by the respondents, there is no
reascn to believe that a violation or any statute within
1ts jurisdiction has been committed by yocu. Accordingly,
the Cowunilssion closea its files in these matters. These
uatters will become a part of the public record within 30
aay Se

It you have any questions, please contact Anne
Caulian, the attorney assigned to these matters, at (202)
5c3-45uy.

Sincerely,

Chiarles N. Steele
General Counsel

=

’

e
o T A
VS ) (i !
A ] =
Rennetn A. Gross
nssocliate General Counsel




FEDERAL ELECTION COMMISSION
WASHINGTON,D.C. 20463

ChnilblbD MALL
RLIURN KECLIPY REQUESTED

Stanley k. Caidin, ksq.

Caluin, halwan, Sampscn & Marpet
Y454 Wilshire blvd.

Sulte <UY

beverly hills, California 90212

Re: MUR 1332[merged in MURS
1329 and 1331)
Lear mr. Caidin:

On hovember o, 1%bU, the Commiission notified you
of a cumplaint alleying that you had violated certain
sections or the Federal Lklecticn Campaign Act of 1971,
as alienued.

The Colmission, cn June 30, 1%6l1, determinea

tinat on the wvasls of the infcrmation in the complaint

and inrorrnation provided by the respondents, there is no
reascn to velleve that a violation or any statute within
1ts juriscdicticn has been committed by ycu. Accordingly,
the Counilssion ciosea its tiles in these matters. These
iatters will pecome a part of the public recora within 30
aaysS.

It you have eany ¢uestions, please contact Anne
Caulan, the attorney assigned to these matters, at (202)
Sincerely,

Charles N. Steele
General Counsel

Kenneth A. Gross
nssociate General Counsel

Q./Q .
%/5‘/




FEDERAL ELECTION COMMISSION
WASHINGTON,D.C. 20463

‘July 6, 1981

CEKTIFILL MAIL
KLUUKRN RLCE1FPT REQUESTED

bavia Cronwell uvohnson, Esqg.

Johnson, brown, Ramsey,
Watson & Classe

1933 montyomery Highway

Sulite 2z.u

pirmingham, Alabama 3524US

Re: MURs 1329, 1331 and 1332
bear hr. vohnson:

Cn liovember 6 ana 7, 1980, the Commission notified
your ciient, Mr. vawmes h. Lennis, Sr., of complaints
alieginy that he had violateu certain sections of the
Federal Llection Caipalyn Act of 1971, as amnenaed.

“he Commission, on uune 23 and vune 30, 1%tl, determined
tliat on the pasls oL the i1nforrmaticon in the counplaints
ancg intformation providea by the respondents, there is
no reason to celieve that a violation of any statute within
its jurisauiction has been committed by your client. Accordingly,
the Comiilssicn closea its files in these natters. These '
matters will become a part of the public record within 30
days. -

Ir you have any guestions, please contact Anne Cauman,
tne attorney assigned to these matters at (<02) 523-4529.

Sincerely,

Charles Nh. Steele
Ceneral Counsel

/// -\\'\ = o,

) /

Pa 'Tf/ e e

VLA 0T
Kenneth A. Gross

AssocClate General Counsel




FEDERAL ELECTION COMMISSION
WASHINGTON,D.C. 20463

CEXTIFILL MAIL
KETUKN KLCELFT REQUESTED

bavid Cronwell vohnson, ksq.

vohnson, Lruwn, Ramsey,
watson & Classe

1533 montyonery Highway

Suite Zzcu

virmingham, Alabama 35209

Re: MUKs 1329, 1331 and 1332
vear hr. vohnson:

Oon lvovember 6 ana 7, 1980, the Commission notified
your ciient, hr. vawes h. bennis, Sr., of complaints
alieyiny that he had violateu certain sections of the
Federal Llection Caiwpaigyn Act of 1971, as amnenaed.

“he Conmission, on vune 25 and uvune 30, 1%bl, determined
that on the pasis or the informaticn in the cowmplaints
ang 1intormation provicea by the respondents, there is
no reason tc celieve that a vioclation of any statute within
its juriscuiction has been committed by your client. Accordingly,
the Colailssicn closea its files in these natters. These
matters wiil become a part of the public recora within 3G
uaySe

Ir you have any guestions, please contact Anne Cauman,
tne attorney assigned to these matters at (<02} 523-4529.

Sincerely,

Chharles li. Steele
GCeneral Counsel

henneth 4. Gross
AssccClate General Counsel




FEDERAL ELECTION COMMISSION
WASHINGTON,D.C. 20463

July 6, 1981

CLRTIFIED MAIL
RETURN _RECEIPT REGUESTEL

John W. Vardaman, Jr., EsqQ.
Williams & Connolly

839 - 17th Street, N.W.
washington, L.C. 20666

MURs 1329 and 1331
[merged with MUR 1332]
Lbear Mr. Vardalian:

On November 3 and November 7, 1980, the Commission
notitiea your clients, Senator Donald Stewart, James H.
Stewart, Jr., and Friends of Donald Stewart, of complaints
alleging that they had violated certain sections of the
Feceral Election Campaign Act of 1971, as amended.

ine Conunlssion, on June 23, 1981, determined that
on the basis oi the inrormation in the complaints and
intoriaticn provided by the respondents, there is no reason
to believe that a violation of any statute within its
jurisaiction nas been committed by your clients. Accordingly,
the Ccrmission closed its files in these matters. These
uatters will become a gpart of the public record within 30
aays.

If you have any questions, please contact Anne Cauman,
the attorney assigned to these matters, at (202) 523-45289.

Sincerely,

Charles li. Steele
General Counsel

henncetn A. Cross
assoclate General Ccunsel




FEDERAL ELECTION COMMISSION
WASHINGTON, D.C.. 20463

CLRTIFIEL MaIL
RETURN RECEIPT REGUESTEL

John W. Vardaman, Jr., Esq.
Wiliiawms & Connolly

839 - 17th Street, N.W.
washington, L.C. 20006

MURs 1329 and 1331
[merged with MUR 1332]
bear Mr. Vardaan:

On Novenber 3 ana November 7, 1980, the Commission
notitfiea your clients, Senator Docnald Stewart, James H.
Stewart, Jr., and Friends of Conald Stewart, of complaints
alleging that they haa violated certain sections of the
teceral Election Campaign Act of 1971, as amended.

The Conquission, on June 23, 1981, determinea that
on the basis of the inrormation in the complaints and
infernation provided by the respondents, there is no reason
to believe that a violation of any statute within its
jurisaicticn nas been cormitted by your clients. Accordingly,
the Ccmmissicn closea its files in these matters. These
natters will become a part of the public reccrd within 30
aays.

It you have any gquestions, please ccntact Anne Cauman,
tne attorney assigyned to these matters, at (2C2) 523-4529.

Sincerely,

Charles . Steele
General Counsel

Kenneth A. Groess
assoclate Ceneral Counsel




FEDERAL ELECTION COMMISSION
WASHINGTON.D.C. 20463

July 6, 1981

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

The Honorable Robert K. Dornan

United States House of Representatives
332 Cannon House Office Building
Washington, D.C. 20515

Re: MURs 1329, 1331 and 1332

Dear Congressman Dornan:

The Federal Election Commission has reviewed the
allegations of your complaints dated October 31, November 3,
and November 4, 1980, and determined that on the basis of
the information provided in your complaints and information
provided by the Respondents there is no reason to believe
thet a vioclaticn of the Federal Election Campaign Act of 1971,
as amended, has been committed.

Accordingly, the Commission has decided to close the
files in these matters. The Federal Election Campaign Act
allows a complainant to seek judicial review of the
Commission's aismissal of these actions. See 2 U.S.C. § 437g(a)(8).

Should additional information come to your attention which
you believe establishes a violation of the Act, you may file
a complaint pursuant to the requirements set forth in 2 U.S.C.
§ 437¢(a)(l) and 11 C.F.R. § 111.4.

Sincerely,

Charles N. Steele
General Counsel

—

Bt

——— ," : I
el O Y B Y =)
Kennetn A. Gross
Associate General Counsel




FEDERAL ELECTION COMMISSION

WASHINGTON,D.C. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

The Honorable Robert K. Dornan

United States House of Representatives
332 Cannon House Cffice Building
Washington, D.C. 20515

Re: MURs 1329, 1331 and 1332
Dear Congressman Dornan:

The Federal Election Commission has reviewed the
allegations of your complaints dated October 31, November 3,
and November 4, 198C, and determined that on the basis of
the information provided in your complaints and information
provided by the Respondents there is no reason to believe
that a violation of the Federal Election Campaign Act of 1971,
as amended, has been committed.

Accordingly, the Cormission has decided to close the
files in these matters. The Federal Election Campaign Act
allows a complainant to seek judicial review of the
Commission's aismissal of these actions. See 2 U.S.C. § 437g(a)(8).

Should additicnal information come to your attenticn which
ycu believe establishes a violation of the Act, you may file
a complaint pursuant to the requirements set forth in 2 U.S.C.
§ 4374(a)(l) and 11 C.F.R. § 111.4.

Sincerely,

Charles N. Steele
GCeneral Counsel

By:

Kenneth A. Gross
Associate General Counsel




BEFORE THE FEDERAL ELECTION OCOMMISSION

In the Matter of )
) MURS 1329, 1331, 1332
James H. Dennis, Sr., )

et al. )

CERTIFICATION

I, Marjorie W. Emons, Recording Secretary for the Federal Election
Camnission's Executive Session on June 30, 1981, do hereby certify that
the Camission took the following actions in the abowve-captioned matter:

1. Failed on a vote of 2-4 to pass a motion to find reason to
believe that in connection with the allegation of engaging
in a sham refund of $13,000 that Carey Peck, Carey Peck for
Congress, Terry Pullan, Michael Gordan and Stanley R. Caidin
violated 2 U.S.C. §44la(f) and 11 C.F.R. §110.9(a), 11 C.F.R.
§ 110.4(c) (2), and former 11 C.F.R. §103.3(b).

Camnissioners Aikens and Reiche voted affirmatively for the
motion; Cammissioners Harris, McGarry, Thamson, and Tiernan
dissented.

Decided on a vote of 4-2 to find no reason to believe that in
oonnection with the allegation of engaging in a sham refund of
$13,000 that Carey Peck, Carey Peck for Congress, Terry Pullan,
Michael Gordon or Stanley R. Caidin violated 2 U.S.C. §44la(f)
and 11 C.F.R. §110.9(a), 11 C.F.R. §110.4(c) (2), or former

11 C.F.R. §103.3(b).

Comissioners Harris, McGarry, Thamson, and Tiernan voted
affirmatively for the decision; Camissioners Aikens and Reiche
dissented.

Decided by a vote of 4-2 that in connection with the allegation
of knowing acceptance of $12,000 in illegal contributions and
failure to pramptly return apparently illegal contributions, to
find no reason to believe that Carey Peck, Carey Peck for Congress,
Terry Pullan, Michael Gordon or Stanley R. Caidin violated

2 U.S.C. §441f, 2 U.S.C. §44la(f) and 11 C.F.R. §110.9(a), or
former 11 C.F.R. §103.3(b).

Camissioners Harris, McGarry, Thamson, and Tiernan voted
affirmatively for the decision; Commissioners Aikens and Reiche
dissented.

CONTINUED




CERTIFICATION FOR MURS 1329, 1331, 1332
JUNE 30, 1981

4.

Decided by a vote of 4-2 that in connection with the allegation
of failure to report any endorser or guarantor of a loan, to
find no reason to believe that Carey Peck, Carey Peck for
Congress, Terry Pullan, Michael Gordon, or Stanley R. Caidin
violated former 2 U.S.C. §434(b) (5) and former 11 C.F.R. §104.2
(b) (5) or 2 U.S.C. §44la(f) and 11 C.F.R. §110.9(a).

Camissioners Harris, McGarry, Thamson, and Tiernan voted
affirmatively for the decision; Camissioners Aikens and
Reiche dissented.

Decided by a vote of 4-2 to take no action with regard to the
allegation of a violation of former 2 U.S.C. §434(b) (5) and
former 11 C.F.R. §104.2(b) (5) by failure to report a bank loan
to Carey Peck as the underlying source of a loan by Carey Peck
to Carey Peck for Congress.

Camissioners Harris, McGarry, Thamson, and Tiernan voted
affirmatively for the decision; Cammissioners Aikens and
Reiche dissented.

Decided by a vote of 4-2 to find no reason to believe that

James H. Dennis, Sr. violated 2 U.S.C. §§44la(a) (1) (A), 441f,

or 441g in connection with the allegations of a sham refund by
the Peck campaign and other matters concerning the Peck campaign.

Camissioners Harris, McGarry, Thamson, and Tiernan voted
affirmatively for the decision; Cammissioners Aikens and
rReiche dissented.

Decided by a vote of 5-1 to send the letters attached to the
General Counsel's June 12, 1981 report in this matter.

Camissioners Harris, McGarry, Reiche, Thamson, and Tiernan
voted affirmatively for the decision; Commissioner Aikens
dissented.

Decided by a vote of 4-2 TO CLOSE THE FILE IN THESE MATTERS.

Camissioners Harris, McGarry, Thamson, and Tiernan voted
affirmatively for the decision; Commissioners Aikens and Reiche
dissented.

Attest:

Marjorie W. Emmons
Secretary of the Conmission




June 24, 1981

MEMORANDUM TO: Marjorie W. Emmons

FPROM: Phyllis A. Kayson

SUBJECT: MURs 1329, 1331, 1332

Please distribute for next weeks agenda (June 30).
Thank gau.

Attachment




SENSITIVE " *

FEDERAL ELECTION COMMISSION
WASHINGTON, DC 20463 81 JUN2d P 3: 39

Jwne 24, 1981 EXECUTIVE SESSION

MEMORANDUM TO: The Commission JUN 30 1981
FROM: Charles N. Stee%
General Counsel

SUBJECT: MURs 1329, 1331, 1332
Recirculation of First General Counsel's Report

Attached is the First General Counsel's Report with
requested revisions made on pages 5-7, 16, and 33. As no
changes were made in attachments to the report, they have not
been included for recirculation.




FEDERAL ELECTION COMMISSION

SB\SH'[\'E LR

FIRST GENERAL COUNSEL'S REPORT

DATE AND TIME OF TRANSMITTAL MUR #_1329, 1331, 1332
BY OGC TO THE COMMISSION 6-24-81 DATE COMPLAINTS RECEIVED

BY OGC Oct. 31, Nov. 3
and Nov. 4, 1980, respec-
tively

STAFF MEMBER Cauman

COMPLAINANT'S NAME: Congressman Robert K. Dornan

RESPONDENTS® NAMES: James H. Dennis, Sr. (MURs 1329, 1331, and 1332)
Senator Donald Stewart (MURs 1329 and 1331)
Friends of Donald Stewart (MURs 1329 and 1331)
James H. Stewart, Jr. (MUR 1329)
Carey Peck (MURs 1331 and 1332)
Carey Peck for Congress (MURs 1331 and 1332)
Stanley Caidin (MUR 1332)
Michael Gordon (MUR 1332)
Terry Pullan (MUR 1332)

RELEVANT STATUTES AND REGULATIONS: 2 U.S.C. § 44la(f) and 11 C.F.R.

§ 110.9(a), 2 U.S.C. § 441f, 2 U.S.C. § 441b, 2 U.S.C. § 441qg,

11 C.F.R. § 110.4(c)(2), former 11 C.F.R. § 103.3(b), 2 U.S.C. § 441a
(a)(1l)(A), former 2 U.S.C. § 434(b)(5) and- former 11 C.F.R. § 104.2(b)(5)

INTERNAL REPORTS CHECKED: Friends of Donald Stewart (1977-present);
Carey Peck for Congress (1978-present); MUR 970 (closed)

FEDERAL AGENCIES CHECKED: NONE

SUMMARY OF ALLEGATIONS

The three complaints filed by Congressman Dornan
allege several violations of the Act and regulations arising
from contributions by James H. Dennis, Sr., to the 1978
campaigns of Senator Donald Stewart and Carey Peck. Contri-
butions by Dennis to the two campaigns were the subject
of MUR 970 which was closed after the Commission learned that
Senator Stewart's campaign returned $22,000 to Mr. Dennis and
Carey Peck's campaign returned $13,000 to Mr. Dennis, and after
Mr. Dennis entered into a concxllatxon agreement containing
an $18,000 civil penalty provision.

The central allegations of the current complaints are that
Stewart and Peck engaged in sham returns of the contributions




by Dennis and that the Stewart and Peck campaigns knew

that the contributions by Dennis were illegal when they

were received. With regard to the Stewart campaign,

Congressman Dornan also alleges the acceptance of $1,150 in
corporate contributions which were never refunded to Mr. Dennis,
the acceptance in 1978 of six additional contributions made by
Dennis in the names of others, and the acceptance of cash
contributions in excess of $100. With regard to the Peck
campaign, Conygressman Dornan further alleges the improper reporting
of the source and guarantors of a $13,000 loan made by Carey Peck
to enable the Peck Committee to refund Dennis' contributions.

Separated by complaint, the allegations appear to involve
the following statutory and regulatory provisions:

MUR 1329 - Alleged violations by Senator Donald Stewart,
his principal campaign committee, Friends of Donald
Stewart, and J.H. Stewart, Treasurer, of 2 U.S.C. |

§ 441a(f) and 11 C.F.R. § 110.9(a), 2 U.S.C. § 441f,

2 L.S.C. § 441b, 11 C.F.R. § 110.4(c)(2) and former

11 C.F.R. § 103.3(b).

MUK 1331 - Alleged violations by James H. Dennis, Sr.
of 2 L.S.C. §§ 44la(a)(l)(A), 441f and 441qg.

MUR 1332 - Alleged violations by Carey Peck, Friends of
Carey Peck, and officials of Friends of Carey Peck of

2 U.S.C. § 441f, 2 U.S.C. § 44la(f) and 11 C.F.R. § 110.9(a),
former 11 C.F.R. § 103.3(b), and former 2 U.S.C. § 434(b)(5)
and former 11 C.F.R. § 104.2(b)(5). 1/

1/ Congressman Dornan includes several other statutory and
regulatory provisions among his allegations. However, these

other provisions are inapposite for various reasons. For

example, Congressman Dornan alleges in each complaint a

violation of Title 26, United States Code. Clearly, the sections
cited pertain only to presidential matters. Congressman Dornan
also refers to violations of 2 U.S.C. § 44la(a)(l)(A) and

11 C.F.R. § 110.1(a)(1l) by the recipient candidates and committees,
when in fact 2 U.S.C. § 44la(f) and 11 C.F.R. § 110.9(a) are the
relevant provisions. He cites 2 U,S.C. § 441g for a violation by
the Stewart campaign, when actually 11 C.F.R. § 110.4(c)(2) is

the provision which concerns the receipt of cash contributions.

he also cites the present version of the statute, 2 U.S.C. § 434
(b)(3)(t), when in fact the former provision, § 434(b)(5), would be
applicable. Finally, he cites 2 U.S.C. § 432(i) and 11 C.F.R.

§ 104.7(b) for violations by the Peck campaign, even though they
do no more than refer to the standard of good faith which can
negate a violation. The General Counsel has relied on the evidence
provided by Congressman Dornan to determine which statutes and
regulations the allegations actually cover. Where appropriate,

the correct provision has been substituted.




FACTUAL AND LEGAL ANALYSIS

The complaint initiating MUR 1329 was filed by
Congressman Dornan on October 31, 1980, the complaint
initiating MUR 1331 was filed on November 3, 1980, and
the complaint initiating MUR 1332 was filed on November 4,
1960. 2/ (Exhibits 1,2 and 3, respectively.). 3/ Responses
have been received from all respondents.

In the opinion of the General Counsel there are a
number of reasons for dismissing these complaints and
finding no reason to believe that the various respondents violated
the Act. One of the grounds for dismissal relevant to both MURs
1329 and 1332, was raised in the response to MURs 1329 and 1331
on behalf of Senator Donald Stewart, James H. Stewart, Jr., and
Friends of Donald Stewart. (Ex. 8) (hereinafter referred to as
"Stewart response®). It is asserted in this response that
MUk 1329 should be dismissed because the complaint was not
sworn to by the complainant (Id., p. 3). No other respondents
make this argument. However, because this argument raises
a threshold issue, i.e., the technical sufficiency of the
complaints, we will address the issue as it applies to all
three complaints.

Examination of MURs 1329, 1331, and 1332 indicates that,
on the complaint filed in MUR 1331, the notary certified that
it was "subscrbed and sworn to" befcre him, but that, on the
complaints in MURs 1329 and 1332, the notary merely certified
that Congressman Dornan "acknowledged that he executed the
[complaint]." (Compare Ex. 2, p. 3, with Ex. 1, p. 7, and Ex. 3,
p. 1Y). Further examination of MURs 1329 and 1332 indicates
that neither complaint has been certified as true under penalty
of perjury. (See Ex's. 1 and 3). Consistent with procedures approved
by the Commission on February 26, 1981, it would be appropriate to

2/ Congressman Lornan structured his complaints as three
separate complaints each directed at a different set of

persons, i.e., the Stewart campaign and related individuals,

James Dennis, and the Peck campaign and related individuals.
However, in providing the Commission with additional materials
relevant to his complaints, he did not always identify the
complaint for which material was being submitted. (Compare Ex's. 4
and ba with Ex's. 5 and 7). The three complaints are being analyzed
together, both to clarify any allegations incomplete in any one
conplaint and to utilize all information provided by all sources
in analyzing the complaints which contain related parties and
allegyations. We recommend that the Commission formally merge MURs
1329, 1331, and 1332 for administrative convenience.

3/ Exhibits will hereinafter be referred to as "Ex."™ Many documents
which relate to this report, such as the complete MUR 970 closed

tile and complete reports filed with the Commission by the Stewart

and Peck campaigns, are not included as exhibits, but are available
for review in the General Counsel's office. These latter files all
are a matter of public record.
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give the complainant 15 days to cure the defects of the two
unsworn complaints. However, in the opinion of the

General Counsel there are reasons for dismissing all three
complaints on their merits, thereby obviating the need for
notifying both the complainant and the respondents of the
technical deficiencies of two of the complaints.

There are certain common issues relevant to examination
of the various allegations. Because these matters concern
allegations related to closed MUR 970, a pervasive question
involves the extent to which that investigation precludes further
investigation in the current MURs. A related question involves
the type and extent of evidence necessary to re-examine a
matter. Much of the evidence comes from newspaper articles
or from the statements of persons who are hardly disinterested
witnesses. Moreover, in many instances the statements involved
were made months if not years after the events in gquestion.

The various allegations against each respondent will
be reviewed one by one. 1In some instances the reasons for
the General Counsel's recommendation of dismissal are related
to the responses submitted by respondents. Therefore, the
responses will be discussed in detail as appropriate in the
course of reviewing the allegations.

Alleged violations by Senator Donald Stewart, James H.
Stewart, Jr., and Friends of Donald Stewart

a. Alleged violation by acceptance of cash contributions

In MUR 1329 Congressman Dornan alleges, based on the
U.S. Attorney's referral to the Commission in MUR 970,
that Friends of Donald Stewart may have accepted $11,000
in cash contributions from James Dennis. (Ex. 1, p. 6).
This would constitute a violation of 11 C.F.R. § 110.4(c)(2)
- for failure to return to a contributor the amount of a cash
contribution in excess of $100.

The Stewart response does not discuss this allegation
specifically but states that the complaints in MURs 1329 and
1331 should be dismissed because the allegations in both MURs
have been "raised, investigated and resolved by the
Commission in 1979 in MUR 970." (Ex. 8, p. 1).

This specific allegation was dealt with in MUR 970,
and the Commission found no reasonable cause to believe
that James H. Dennis, Sr., violated 2 U.S.C. § 44l1g and
11 C.F.R. § 110.4(c)(1), or that Friends of Donald Stewart
violated 11 C.F.R. § 110.4(c)(2). 4/ The MUR 970 record

4/ A thorough summary of the MUR 970 proceeding is attached
as an Appendix.




inaicates that in his first communication to the Commission
notifying the Commission of the return of $22,000 to Mr. Dennis,
James H. Stewart, Treasurer of Friends of Donald Stewart, stated
that neither he, Senator Stewart nor the Stewart Committee knew
when the $422,000 in contributions were received that the contributions
were improper. (bLx. 9, p. l). After receipt of notification from
the Commission that the Committee may have violated 11 C.F.R.

8 1lU.4(c)(2), the response on behalf of the Stewart Committee (a
letter aated July 2, 1979, reterred to by Congressman Dornan in
his complaint, see kx. 1, p. 6), states that none of the $22,000
contributed by James Dennis in the names ot others was in cash.
(bxe lU, pe 2). An attidavit of Mr. Dennis' dated June 4, 1979,
indicates that all monetary contributions to the Stewart campaign
were made by cashier's checks. (Lx. 1llb). The General Counsel's
report to the Conmission dated August 9, 1979, stated: "{[T)he

11 C.F.R. § 11U.4(c)(2) violation allegyedly commnitted by Friends
of Lonala Stewart |was] unsubstantiated."®

As the Commission has previously investigated this allegation
ana tfound no reasonable cause to believe that Friends of Donald
Stewart violated 11 C.F.R. § 110.4(c)(2), and as Congressman
bornan has provided no evidence whatsoever concerning this allegation,
but merely cited the original allegation from the MUR 970 file,
1t is the opinion of the General Counsel that there is no basis
tor reopening an investigation of this allegation. Therefore
the Oftice of General Counsel recommends that the Commission find
no reason to believe that Senator Stewart, J. h. Stewart or Friends
or bonaia Stewart violatea 11 C.F.R. § 110.4(c)(2).

D. Alleyea viclation by knowing acceptance of corporate
contributions

In WUk 1329 Congressman bornan alleges that Senator Stewart
anu hils campalyn committee have violated 2 L.S.C. § 441lb by knowing
acceptance ot corporate contributions in the amount of $1,150. (Ex.
l, pp. 1-2). Congressman Dornan bases this allegation on paragraph
11I. D. of the conciliation agreement entered into in MUR 970 by
lsr. Lennis ana the Commission on September 6, 1979. (Id. p.2; see
Lx. l2, po 2). This paragraph states that corporate funds were
utilizea "to make all contriwvutions to the 197 federal campaigns
ot Senator stewart and Carey Feck." (kx. l¢, p. 2). because the
Stewart canjpalyn returned to Mr. Dennis the $22,000 that had been
contributea in the nanes of others, but did not return $1,150 that
liaa been contributed in Dennis' name, Congressman Dornan asserts
that a § 441b violation by the Stewart campaign resulted with regara
to tne $1,15U anount.

“here is no inaication in the MUR 970 record that the Stewart
callpalyn or anyone connected with it haa knowledge that the $1,150
ylven by vames bennis in his own name, i:ay have come from corporate
tunus. 1o the contrary, the letter of May 15, 1979, trom J. H.
Stewart, reterrea to above, states that other than the $22,000




contributed by James Dennis in the names of others " [w]e have
no reason to believe that any contributions ... were improper."”
(Ex. 9' | 70 l)'

In the absence of any evidence of knowing receipt or
knowing acceptance of corporate contributions by the Stewart
campaign, the Commission pursued the issue of corporate contri-
butions only with regard to Mr. Dennis and found reasonable
cause to believe that Mr. Dennis violated 2 U.S.C. § 441b for
corporate contributions made to the Peck and Stewart campaigns
in 1978. This finding took into account that all contributions
by Dennis to Peck and Stewart, totalling $36,150, were from
corporate tunas. The civil penalty originally authorized was
$36,V0U0 which would account for $13,000 contributed to Carey
Peck ana »<23,uLU of the $23,150 contributed to Senator Stewart,
$22,0U0 of which was contributed in the names of others and
v1,15U ot which bLennis contributed in his own name.

It coula be aryuea that in MUR 970 the Commission should
have requestea the return of the $1,150 contributed by Dennis
in his own name. However, there was no evidence of knowing
acceptance ot corporate tunds, and the Stewart campaign had
voluntariliy refunded the $22,000 in contributions it had been
intormed were improper. As the General Counsel subsequently
inrormed Congressman Dornan, the contributions made in the names
ot others were perceived as the most serious aspect of MUR 970.
(See Lbx. 13, p. 1).

Agyain, Congressman Dornan's allegation raises no factual
or legal issues that were not before the Commission in MUR 970.
with no new evidence to establish that the Stewart Committee
Anowilngly acceptea corporate tunas, the General Counsel does not
belleve it warrantea to tind reason to believe with regard to
this allegation at this time. A number of legal doctrines
deal with concepts ot repose ana finality, i.e., res judicata,
coliateral estoppel, aouble jeopardy, ana statutes of limitations.
“hey vary in theilr use and context (double jeopardy is purely
a crimninal law concept) and 1n their application in an administrative
context. See 2 Davis, Adminstrative Law Tlreatise, Chs. 17 and 18
(1956 bd. & 1970 Supp.). however, 1n common, they recognize
the need for an ena to disputed matters. Repeated consideration
of 1ssues 1s wastetul ot resources. Moreover, justice and fairness
require that at some point parties are entitled to rely on
settlienent of 1ssues as a result of either prior action or the
passage or time. 1hls concept ot tinality is legitimately
applicavle to action by the Comnilssion and tfinds support
in the requirement of <« U.S.C. § 437g(a){(4)(A)(1) that a conciliation
ayreenent 1s a conplete bar to any turther Comniission action
unless violatea. As a matter of policy this concept should
be appliea in appropriate circunistances to 1ssues considered
by the Commission or which coula have been considered by the




Ccommission in a MUR even without the necessity of the
existence of a conciliation agreement. Because of the
importance of this concept, matters previously before the
Commission should not be re-examined without a substantial
basis tor so doing. See 2 Davis, Adminstrative Law Treatise,
8y lv.U4, at 572 (1958 Ed.).

Accordingly, the General Counsel recommends that the
Ccommission find no reason to believe that Senator Stewart,
v. he Stewart, or Friends of Donald Stewart violated § 441b
by hnowing receipt or acceptance of corporate contributions
in the awount of $1,150. 1In light of this recommendation
ana the Commission's previous action in MUR 970, the General
Counsel also recommends that the Stewart Committee not be
requested to return the funds to Mr. Dennis.

C. Alleged violation by knowing acceptance of further
excessive contributions

In MURs 1349 and 1331 Congressman Dornan is apparently
allegying that Senator Stewart and his campaign committee
accepted $3,0U0 1in excessive contributions from Lennis
over and above the $22,UU0 which was the subject of MUR 970
ana which was returned to bLennis in May, 1979. (Ex. 1, pp. 2-=3;
kx. 2, pp. 1-2). The compliaints in this regard are very unclear,
reterring to six $5uU tickets to a Stewart fundraiser purchased
by Lennis. (Id.). The complaints appear to allege alternately
that the contributions were maade in cash or that they were made
in cashier's checks in the names of other persons. (Compare
Lxe. 1, ppe <=3 with Ex. 2, ppe. 1l-¢). In MUR 1331 Congressman
Lornan states that he was told the contributions were made
in cashier's checks, but tails to identify the source of his
intormation. (See EX. 2, p. 2). Congressman Dornan bases his
allegations on a newspaper article by Peggy Roberson which he
cites to the June <0, 198U, Montgcmery Advertiser. Congressman
Lornan railed to provide the Commission with a copy of this
article. Wwhen the General Counsel's otfice tinally obtained
tne article through the Montgomery public library system,




it turned out to be an article in the June 19, 1980, Alabama
Journal. 5/

Specifically, the article contains the following state-
ment:

Dennis - who met Stewart early in the

1978 campaign through his attorney in
birmingham - bought six $500-a-plate

tickets to a Stewart fundraiser in October
1978 at which Gregory Peck was the star
attraction, according to one of the hostesses.

“None of us knew him," she remembers,

"but we were delighted that he bought

so many tickets. They were difficult

to sell at that price and we didn't want

the dining room to look empty." (Ex. 14, p. 2).

Congressman Dornan's allegations would constitute a
violation of 2 U.S.C. § 44la(f) and 11 C.F.R. § 110.9(a)
for knowing acceptance of excessive contributions, of
2 U.S.C. § 441f for knowing acceptance of a contribution
mage by one person in the name of another, and possibly of
11l C.F.R. § 110.4(c)(2) and former § 103.3(b) for failure

S/ Congressman Dornan referred to ten newspaper articles in
the complaints in MURs 1329, 1331, and 1332, but initially
failed to enclose any of these articles with his complaints.
See 11 C.F.R. § 111.4(d)(4). After receiving a written request
from the General Counsel's office to supply copies of these
articles, (Ex. 15), Congressman Dornan eventually supplied

the Commission with four of the cited articles, as well as five
articles not previously referred to. Further documentation

was sent to the Commission on Nov. 20, 1960, November 25, 1980,
Lecember 17, 1980, and January 28, 198l. (See Ex's. 4-7).
However, 2 of the articles were practically illegible. The
General Counsel's office has managed to obtain all of the
missing articles, assuming that we correctly identified an
article from the Birmingham Post Herald dated May 9, 1979,

as the article referred to by Congressman Dornan as coming

from the birmingham Post Herald of August 9, 1979. See

pp. 11-12 infra, and footnote 9 on p. 12 infra.




to return the contributions.

The Stewart response provides several separate defenses
to these allegations. (See Ex. 8, pp. 2-3). It claims
that allegations based on the Peggy Roberson article are
deficient for failure by Congressman Dornan to provide
documentation required pursuant to 11 C.F.R. § 111.2 [sic])
(Id., p. 3).6/ It further claims that, as the article appears
inconsistent with the results of prior investigation, it
does not neet the substantive reguirement of Commission
Memorandum No. 633 for complaints based on news articles. (1d.)

The Stewart response also reiterates that none of the
respondents have any knowledge of improper contributions by
Dennis to the Stewart campaign other than the $22,000
previously returned. (Id., p. 2). It asserts that the
Committee took all steps "reasonable and necessary® to
determine any improper contributions made by Dennis and to-
return such contributions. The response states that attached
to the May 2, 1979, letter from J. H. Stewart to Dennis,
were all FLC reports filed by the Friends of Donald Stewart
as of that date.

Dennis was asked to review those reports
and to identify any contributions that
were made by him in the name of another
and any contributions which he made to
the campaign which were not disclosed in
those reports. (Id.).

All contributions identified as improper in Dennis' response
of May &, 1979, were then promptly returned, according to the
Stewart campaign. (Id.).

The basis of the allegation that six $500
contributions were made by Dennis is not particularly
reliable. The newspaper article relies on the statement
of a hostess for the fundraising event made over a year
and a half after the event and after Dennis' contributions
to the Stewart campaign had received considerable publicity.
The Stewart campaign reports do not reflect any separate
$500 contributions by Wayne Moore, Melissa Dennis, and
James Dennis (the three people that Dornan refers to in
connection with this allegation). Congressman Dornan provides
no support for his assertion that one of the tickets to

6/ The Stewart response mistakenly refers to former 11 C.F.R.
§ 111.2. The requirement is now contained in 11 C.F.R. § 111.4
(d)(2), and the wording of the regulation has been altered.
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the tundraiser was for Wayne Moore, who apparently was Dennis'
father-in-law. (See Ex's. 1, p. 3; 2, p. 1). The mere fact
that Moore or Melissa Dennis may have attended the fundraiser
is not probative that Dennis purchased $500 tickets in their
names, for they had each purportedly made $1,000 contributions
to the Stewart campaign on September 11, 1978.

Again these allegations raise the issue of the extent
to which the Commission's consideration in MUR 970 of Dennis'
contributions to the Stewart campaign precludes further in-
vestigation of such contributions in the present MURs. While
the present allegations involve assertions not previously
before the Commission in MUR 970, they fall within the ambit
of the MUR 970 investigation. Where the Commission previously
investigated excessive contributions, contributions made in
the names of others and possible cash contributions by Dennis
to the Stewart campaign, and where the Commission found
reasonable cause to believe that Dennis violated 2 U.S.C..
§8 441a and 441f (for excessive contributions made in
the name of another) but did not find reasonable cause
to believe that Dennis violated either 2 U.S.C. § 441g or
11 C.F.R. § 110.4(c)(1l) or that the Stewart campaign
violated 11 C.F.R. § 110.4(c)(2), the respondents are
entitled to rely on the Commission's action. Therefore, the
Office of General Counsel recommends that the Commission find
no reason to believe that Senator Stewart, J. H. Stewart or
Friends of Donald Stewart violated 2 U.S.C. § 44la(f) and
11 C.F.k. § 110.9(a), 2 U.S.C. § 441f, 11 C.F.R. § 110.4(c)(2),
or former 11 C.F.R. § 103.3(b). 7/

7/ whe Alabama Journal article generally concerns

a Justice Department 1nquiry concerning the Stewart campaign.
(See Ex. 14). It refers to an alleged $1,000 cash contribution
from Dennis to Stewart which a former newsman claims to have
witnessed. (Id., pp- 1-2). 1In his June 20, 1980, column in

The Washington Post, Jack Anderson also discusses, inter alia,
the inquiry and the newsman's assertion. (See Ex. 16). Both
articles report Senator Stewart's recollection of the incident
as involving his receipt of a cashier's check from Dennis

at the bank rather than cash. (Id.; Ex. 14, p. 2). According
to the Anderson column, Stewart recalled waiting while Dennis
purchased the check with money he had just withdrawn. (Ex.
le). Despite his references to both newspaper articles in

his complaints, Conygressman Dornan does not raise the allegation
of acceptance of excessive cash contributions in this context.
(See Ex's. 1-3). As the Commission has previously dealt with
allegatlons of cash contributions from Dennis to Stewart (see
Pr. 4-5, supra), and as here the assertion is reported in

the context of an investigation which has since terminated
clearing Senator Stewart of alleged criminal violations (see

p. 26 and footnote 14, p. 16, infra, and Ex. 7a), there appears
to be no reason to pursue this matter further.
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d. Alleged violations by knowing acceptance of illegal contributions
and failure to promptly return apparently illegal contributions

Congressman Lornan further alleges that the Stewart
camnpaign knew at the time of acceptance of contributions from
bennis that such contributions were illegal and that the Stewart
canpaign should have promptly returned such contributions.

(Ex. 1, pp. 3=-5). The Stewart response does not address these
specitic allegations. (See Ex. 8).

1he allegation of knowing acceptance of illegal contributions
would involve a violation of 2 U.S.C. § 441f for knowing
accceptance of contributions made by one person in the names
of others and of 2 U.S.C. § 44la(f) and 11 C.F.R. § 110.9(a)
(see 11 C.F.R. § 110.1(a)(1l)) for knowing acceptance of
excessive contributions. The allegation that the Stewart
campaign should have promptly returned the contributions
might involve a violation of former 11 C.F.R. § 103.3(b) for
failing to return contributions which appeared to be illegal
within 10 aeays, or to deposit, report, and return them within
a reasonable period of time. 8/

Congressman Dornan apparently bases his allegation of
knowing acceptance of illegal contributions on a newspaper
article which he refers to as being in the Eirmingham Post
herald of August 9, 1979. (See Ex. 1, pg. 4-5). Again,
Congressman LCornan failed to provide the Commission with the
cited article. Apparently Congressman Dornan meant to refer
to an article by Frank Morring, Jr., and Stewart Lytle which

8/ Congressman Lornan's complaint against the Stewart campaign,
as well as his complaint against the Peck campaign, obliquely
alleges that the recipients of the Dennis contributions should
have known of the illegal nature of the contributions. This
assertion, however, does not state a violation of the statute
or regulations.

The General Counsel does not believe that former 11 C.F.R.
§ 103.3(b) or present 11 C.F.R. § 103.3(b) (reworded without
any substantive change) imposes a higher standard of care than
2 U.S.C. § 441f or 2 U.S.C. § 441a(f), or permits the imposition
of liability more readily than under those statutory provisions.
In order to trigger the application of the regulation, the contri-
bution must "appear to be illegal."™ It would thus seem that
the committee involved would have to have some basis for knowing
that it had received contrikutions and that the contributions were
from someone other than the purported contributors in order to
apply the regulation in this instance. This requirement
of a basis for knowing the facts which constitute a violation
is virtually indistinguishable from the standard which we believe
would be required for finding a violation for knowing acceptance
of an illegal contribution under 2 U.S.C. § 441f and 2 U.S.C.
§ 44la(f). See Federal Election Commission v. California Medical

Association, 502 F.Supp. 196, 203-204 (cont'd. next page)
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appeared in the Birmingham Post Herald on May 9, 1979.

(Compare Ex. 1, pp. 4-5 with Ex. 9c). 9/ The Horring and Lytle
article forms part of the MUR 970 record, having been sent

to the Commission by the U.S. Attorney for the Northern
District of Alabama, by Mr. Salter (Mr. Dennis' attorney),

and by J.H. Stewart. Assuming that this is the article to
which Congressman Dornan meant to refer, he has again based

his allegation on the MUR 970 record and offered no new evidence
to justify reopening the investigation. In any event, there
are a number of other reasons for not proceeding on this
allegation.

8/ (cont'd.) (N.D. Cal. 1980), appeal docketed, No. 80-4616
(9th Cir., Apr. 6, 1981).

The explanation and justification of the regulation does
not indicate that the Commission intended the reguirements of
§ 103.3(b) to impose a higher standard of care. The Commission
merely stated:

Contributions of questionable legality shall
be returned to the contributor or deposited while
the treasurer determines the validity of the contri-
bution.

Subsection (b) was added by the Commission at
the suggestion of many committees as a guide to the
proper handling of questionable contributions.

Communication Transmitting Proposed Regulations, H.R. Doc.
No. 94-293, 94th Cong., lst Sess. at 32 (1975) . See also
Explanation and Justification of Regulations, published by
the Commission, at 7 (1978).

9/ An inquiry to the Bzrmxngham public library indicates no
articles on Donald Stewart in either the Birmingham Post
Herald or The Birmingham News for the period August 8-10,

1979. (Ex. 17). If Congressman Dornan's reference is meant
to be to an article other than that by Morring and Lytle
mentioned above, the burden is on him to come forward with it.
Moreover, if that is the case, the failure to provide the
article forming the basis of an allegation would make analysis
of the substantiality of the facts therein impossible. Under
the circumstances, a finding by the Commission of no reason

to believe would be appropriate with respect to the allegation.
See 11 C.F.R. §§ 111.4(d)(3) and (4), and Commission Memorandum
No. 663.
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The "facts"™ cited by Congressman Dornan
are not probative of past knowledge of acceptance of
illegal contributions. The Morring and Lytle article
described an investigation by Senator Stewart and his
campaign committee in the spring of 1979, into contributions
which earlier newspaper articles had identified as possibly
coming from James Dennis. (See Ex. 9¢, p. 1). Congressman
Dornan cites the article in a piecemeal fashion 10/ and
speculates that the Stewart investigation into these
contributions as well as the manner of the investigation
indicates guilty knowledge of acceptance of illegal contri-
butions. (Ex. 1, pp. 4-5). The fact of such an investigation
by the Stewart campaign does not necessarily indicate any
sort of guilty knowledge. 11/ 1It is in fact consistent with
other indications in the MUR 970 record and with repeated
statements by the Stewart campaign both in MUR 970 and in
response to the instant complaint that neither Senator
Stewart, J. H. Stewart, nor the Friends of Donald Stewart
initially knew that the Dennis contributions were improper
and that when they verified the impropriety, the contributions
were promptly returned. (See pp. 5, 7, 9, supra; Ex's. 9, p. 1;
9¢, p. 1; 10, p. 2; 18a, p. 1; 8, p. 2). Dennis himself stated
in an affidavit submitted to the Commission on July 16, 1979,
*Other than Mr. Gurley and Mr. Shadix [two individuals to
whom Dennis allegedly loaned money] with regard to their two
respective contributions, none of the other individuals involved
and no other person outside of the purported contirbutors
[sic] had any knowledge of my actions." (Ex. 18a, p. 1).

Congressman Dornan also bases his allegation that
the Stewart campaign knew the $22,000 was from Dennis
on a combination of other alleged facts: that the cashier's
checks were all drawn on the same bank, that the checks were
sequentially numbered, that many of the contributions were
made on the same date, and that ten contributors shared the
-same post office box. (See Ex. 1, pp. 3-5).

These facts alleged by Congressman Dornan are themselves
inaccurate in a number of instances. 1In his affidavit in the
MUR 970 file dated July 16, 1979, Mr. Dennis stated that the
money orders used to make contributions to the Stewart campaign
were purchased at various branches of the same bank, that he

10/ Congressman Dornan does not quote the article where it
states "Dennis said Stewart did not know the contributions
from the 19 individuals on his list were illegal."™ (Ex. 9c, p. 1).

11/ 1t is well settled that subsequent remedial measures are
inadmissible as evidence to prove culpable conduct in connection
with the event in question. See Fed. R. Evid. 407.




no longer could find copies of these money orders, and that

he thought they might have been destroyed in a fire.

(Ex. l8a, p. 1). 12/ The Commission did not obtain copies

of the checks from the bank, and presumably from questions
raised in his complaint, neither did Congressman Dornan.
Therefore, it is unclear whether or not the cashier's checks
were sequentially numbered. Examination of copies of cashier's
checks in the MUR 970 file used to make contributions to the
Peck campaiyn indicate that in that instance three checks were
sequentially numbered with one set of numbers and five other
checks were sequentially numbered with a completely different
set of numbers. (See Ex. l1lld, pp. 1-3). Where Dennis has stated
he obtained the checks used for contributions to the Stewart
campaign from various branches of the bank (Ex. 18a, p. 1), it
is unlikely they would all be numbered in the same sequence.

Congressman Dornan's list of dates of contributions to
the Stewart campaign is incorrect in one instance. Congressman
Dornan lists 11 contributions from Dennis to the Stewart
Campaign on September 11, 1978. (See Ex. 1, p. 4). Both the
May 8, 1979, letter from Dennis to Stewart and the reports
of receipts and expenditures filed by Friends of Donald
Stewart indicate only nine contributions by Dennis on September 11,
1978, and two further contributions on September 18, 1978. (See
Ex's. 9L, p. 1; 19). With regard to the allegation that ten
contributors listed the same post office box as an address,
examination of reports filed by the Stewart committee indicates
aifferently. Other than Dennis, only Dennis' wife Melissa and
another woman named Rhonda Dennis are listed with this box
for a mailing address and two employees of Dennis, Max Gurley
and John Lee, are listed with the box as a business address.
(See Ex. 19). Their contributions were reportedly given over
a period ranging from February 2, 1978, to September 11, 1978.
(Id.; Ex. 9b). It would be placing a heavy burden on
a campaign committee which reportedly received contributions
from over a thousand contributors to notice and place any
significance on a post office box address shared by five contri-
butors making contributions over a period of eight months.
It would be reasonable to assume that these contributors were
tamily or employees of a campaign fundraiser, and the similarity
of addresses, if noticed, would not necessarily raise any gquestions.

In effect, Congressman Dornan is asking the Commission
to find a violation of the Act by the Stewart campaign based
on a standard of care for examination of campaign contributions

12/ 1n his affidavit Dennis initially refers to money orders
being used, but later refers to cashier's checks being
purchased. 1In light of the fact that Dennis definitely used
cashier's checks to contribute to the Peck campaign, it
appears likely that he intended to refer to cashier's checks,
rather than money orders, in his affidavit.




S (S

which is plainly inappropriate in the present set of
circumstances. See footnote 8, pp. 11-12, supra. 13/

The Office of General Counsel recommends that the
Commission find no reason to believe that Senator Stewart,
J. h. Stewart, or the Friends of Donald Stewart violated
2 U.S.C. § 441f, 2 U.S.C. § 44la(f) and 11 C.F.R. § 110.9(a),
or former 11 C.F.R. § 103.3(b).

e. Alleged violations by engaging in sham refund
of $42,000

Congressman Dornan alleges that Senator Stewart and
vames Dennis "engaged in the same check exchange charade
as he |bennis] did with Carey Peck." (Ex. 1, pp. 5-6). Without
reading the complaints in MURs 1331 or 1332 or some of the
newspaper articles submitted by Congressman Dornan dealing
with allegations in those complaints, this allegation by Congressman
Dornan is unclear. An allegation incomplete without reference
to another complaint could be considered insufficient to
meet the standard of 11 C.F.R. § 111.4(d)(3) that a
complaint should contain a clear and concise recitation of
the tacts which describe a violation. Such insufficiency
could thus be considered grounds for the Commission finding,
on the basis of the allegation, no reason to believe that
a violation of the Act had occurred. However, as the
complaints filed by Congressman Dornan in MURs 1331 and 1332
provide information which clarifies this allegation somewhat,
we have evaluated the allegation on its merits. (See footnote 2,

supra).

13/ Congressman Dornan's reference to treatment of the 1976

. LaRouche campaign (See Ex. 1, p. 3; Ex. 3, p. 5) is inapposite
for a number of reasons. In that instance the Commission was
dealing with presidential matching funds where requirements

for submissions by candidates are different and where the
governmental interest in the use of public funds is intertwined.
Moreover, in that instance the Commission was confronted with
evidence of possible fraud perpetrated by the LaRouche campaign
as opposed to a mere failure by the campaign committee to
verity the propriety of contributions made by others. While
the checks referred to were for small amounts of money (necessary
for certification of initial eligibility, see 26 U.S.C. §
9034(a)), they were all drawn on a New York bank and yet were
reported as coming from other states. Committee to Elect Lyndon
LaRouche v. Federal Election Commission, 613 F.2d 834 (D.C.

Cir. 1Y7Y), cert. denied, 444 U.S. 1074 (1980).




Analoyizing tfrom MURs 1331 and 1332, Congressman Dornan
is apparently alleging that although Friends of Donald Stewart
reported returning $22,000 to James Dennis by check, this
transaction was a sham in that Senator Stewart, or someone
on behalf of him or his campaign, actually received $22,000
in cash trom Mr. Dennis in exchange for the refund check.

(See Ex's. 2, pp. 2-3; 3, pp. 17-18; 5b; and 5d).

This allegation raises the possibility of violations
of 2 L.S.C. § 44la(f) and 11 C.F.R. § 110.9(a) for knowing
acceptance of a contribution in excess of the limits of
2 U.S5.C. 9§ 44la(a)(l)(A) and 11 C.F.R. § 110.1(a)(l), of former
11 C.F.R. § 103.3(b) for tailure to return an apparently
illeyal contribution, and of 11 C.F.R. § 110.4(c)(2) for
failure to return a cash contribution in excess of $100.

i'he response submitted on behalf of Senator Stewart,
J. H. Stewart, and Friends of Donald Stewart flatly denies
this allegyation. (Ex. 8, p. 2). Enclosed as part of
the response is a copy of the front ana back of the cancelled
check from the Committee to James H. Dennis in the amount
of %z«2,u00, (1d., p. 4).

According to the complaint in MUR 1329, Congressman
bornan vases this allegation on a statement made to him
by Mr. bLennis. (bx. 1, p. 5). He provides no details
of either the alleyed check exchange or of the circumstances
unager which this information was told to him by Mr. Dennis.
(bee Ia., pp. 5-6). This is a bare allegation. See 1l C.F.R.
§ 11l.4(d)(3). 14/ Aaaitionally, there is reason to doubt the

14/ 1n MUR 1332, in which Congressman Dornan submitted a
19-page complaint devoted to the Peck campaign, there is a
two-sentence reference to the alleged U-turn of money to
Senator Stewart. (Ex. 3, p. 1l8). Because the allegation is
also coverea in MUR 1329 which Congressman Dornan devoted to
the Stewart campaign ana because the reference in MUR 1332

is so tleetinyg, Senator Stewart ana his campaign committee

have not been namea as respondents in MUR 1332. It should

be noted that in MUR 1332 Congressman Dornan alleges, referring
to a June 2«0, 1979, column by Jack Anderson, that Mr. Dennis
told the F.b.l1. about the U-turn of money to Stewart. (Id.)
Again, Congressman Dornan did not submit the cited column to
the Commission; a check, nade at the Library of Congress, of
the June <G, 1979, Jack Anderson column in The wWashington Post,
indicates that the column bears no relevance whatsoever to

the Stewart campaign. (‘ihe column entitled "New Pieces in the
Iranian Prank", deals with henry hissinger's involvement in

the Iranian situation). A June 20, 1980, column by

Jack anuerson does refer to an F.b.I. investigation concerning
a sham refuna by Stewart. (Ex. 16). However, as noted previously
at tootnote 7, that investigation has since terminated.




credibility of James Dennis, the source of the allegation.

Mr. Dennis was convicted of defrauding Itel, a San Francisco
corporation of almost $1,000,000. As a felon convicted

of fraud, Dennis is not necessarily the most reliable of sources
under any circumstances. (See Fed. R. Evid. 609(a)(2)

which provides for impeachment of the credibility of a witness
by evidence that he has been convicted of a crime involving
dishonesty or false statement; similar provisions are common,
also, in state rules of evidence.).

There are particular reasons for doubting the
veracity of Dennis' statement in this instance. While Congressman
bornan provides no details of when this statement was made to
him, apparently (like the similar statement made about the alleged
Peck check charade), it was made while Dennis was imprisoned. 15/
Information submitted concerning Congressman Dornan's involvement
with Lennis while Dennis was imprisoned raises a serious question
about Dennis' motivation for statements made to Congressman
Dornan and thus raises a further question as to the reliability
of these statements. Additionally, an F.B.I. report of an
interview between Congressman Dornan and Dennis at the Talladega
Feaderal Correctional Institute while Dennis was imprisoned there,
indicates inconsistencies and innacuracies in statements by
bennis concerning Carey Peck which further undermine the credibility
of statements purportedly made by Dennis about Senator Stewart.
(see Ex. 4b).

Congressman Dornan's prison interview with Dennis took place
on April 30, 1960; an F.B.lI. agent, an assistant U.S. Attorney,
Mrs. Dornan, and a member of the Congressman's staff were also
present. (See Ex. 4b, p. 1l). According to both the report of the
interview prepared by the F.B.I. agent and statements made by
Conyressman Dornan, Dennis told Congressman Dornan that after

15/ Congressman Dornan's complaints and the many newspaper
articles submitted in this matter indicate that Congressman
Dornan's contact with James Dennis occurred primarily while
Dennis was in prison. (See, Ex's. 2, p. 2; 3, pp. 4, 6, 7,

17, 1b; 5b-d; but see Ex. 14, p. 1). 1In one of the newspaper
articles submitted by him, Congressman Dornan is reported

as saying that his first personal contact with Dennis came

on April 21, 1980, when Dennis called him from prison. (Ex. 5b,
P. 4). Another article submitted by Congressman Dornan reports
him as saying that after 3 months of contacts with Dennis,

on July 22, 1980, he informed Dennis that he no longer

wished to deal with him (Dennis). (Ex's. 5d(1) and (2), p. 1).
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Carey Peck gave Dennis a $13,000 refund check, Dennis cashed
the check and returned the cash to Carey Peck as a loan. (See
Ex's. 4b, pr. 2, 3; 2, p. 2; 3, P. 17; 58(1), p. 1) Se, p.

4). 16/ The report described Dennis' statements in some detail:

DORNAN first asked DENNIS what he did with the
$13,000.00 that was refunded to him by CAREY PECK in mid-
June, 1979. DENNIS explained that he met CAREY PECK
at the office of PECK's attorney, JULES PATCLIFF, [sic]
in the Los Angeles, California area. DENNIS and PECK
went to sone unrecalled bank near RATCLIFF's office where
PECK had taken out a $13,000. personal loan a day or two
earlier. PECK gave DENNIS a $13,000 check payable to
LENNIS which DENNIS immediately cashed at this
bank and DENNIS merely handed the $13,000.00 cash
over to PECK all in the same transaction. DENNIS
explained that it was understood that this $13,000.00
was paid by PECK to DENNIS as a refund for the
$13,000.00 paid into PECK's campaign fund during 1978,
which were illegal contributions....

DENNIS went on to explain that when he received
the $13,000.00 refund check from PECK in the bank in
California [sic] cashed the check and turned the cash back
over to PECK, he (LDLNIIS) gave the cash to PECK as a
personal loan not to be put back into PECK's campaign
fund. No records, papers or documents were prepared
to substantiate this locan. PECK has not repaid this
loan mace by DENNIS to PECK and DENNIS has not
attempted tc collect on the loan. DENNIS noted that
PLCK used the $13,000.00 loan from DENNIS to pay off
the bank's loan to PECK. (Ex. 4b, pp. 2-3). (The entire
report 1s four pages). 17/

16/ Aaditionally, Mrs. Dornan and a member of Congressman
Dornan's staff reportedly have corroborated that Dennis

stated in the interview that he returned the cash to Peck.

(Ex's. 5d(1), p. 1; 54(2), p. 2). Newspaper accounts of
Congressman Dornan's description of what Dennis told him,

as well as the account in the complaint in MUR 1331, are generally
consistent with the F.B.l. report. (Compare Ex's. 5d(1),

pe 1; 5e, p. 2; 2, p. 4 with Ex. 4b, pp. 2-3). However, there

are discrepancies in some details of Dennis' statements as
described by Congressman Dornan in the MUR 1332 complaint and

as reported by the F.B.I. agent. (See footnote 24 infra, page 22).

17/ The only direct references to the allegation of a sham

refund transaction concerning Senator Stewart in all of the
materials submitted in this matter come in the complaints in

MURs 1329 and 1332 and in newspaper articles reporting

the investigation of this allegation. (See Ex's. 1, pp. 5, 6;

3, p. 1&; 14, p. 1; 16; 20a, Ex. E, p. 1). There is no such
reference in the report of this interview. (However see footnote 20,
intra, p. 20).
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However, Dennis has since denied the truth of his
sham refund statements. (See Ex's. 5c, p. 13 54(1), p. 1}
Se, p. 4; and 5f). 18/ 1In a letter to Gregory Peck, apparently
dated May 15, 1980 (two weeks after the interview with Congressman
Dornan), Dennis wrote of the April 30th interview:

he [Congressman Dornan]) tried on several
ocassions [sic] to get me to say that
after Carey paid me the money back, that
I then proceeded to loan him the money
back. I said, "Congressman Dornan you
will not accept the plain truth of the
matter, but you appear to only want to
make headlines through eroneous ([sic]
statements.” (Ex. S5f, p. 2). 19/

In other instances subseguent to his prison .
interview, Dennis has flatly denied returning the cash to
Carey Peck (Ex‘'s. 5¢, p. 1; 5e, p. 4; 20a, Ex. D, p. 1 and
Ex. E, p. 4), and claims he made his April 30 statement as
part of a deal with Congressman Dornan to get better treatment
while in prison. (Ex's. 5c, p.1l; 5d4(l), p. 2; 20a, Ex. E, p. 4).

Under the circumstances it is highly likely that,
without any impropriety on the part of Congressman Dornan,
Dennis mace self serving statements while dealing with a
United States Congressman. Various newspaper articles submitted
both by Congressman Dornan and on behalf of the Peck campaign
provide discrepant accounts of Congressman Dornan's role in
interviewing Dennis. (See Ex's. 5b, p. 2; 5d(l) and (2); 14, p. 3;
20a, Ex. D, pp. 1-5). The F.B.I. report indicates:
"DURNAN explained to DENNKIS that if DENNIS would tell the
truth about his dealings with CAREY PECK, then DENNIS could
count on DORNAN to vouch for DENNIS' character as a person
who is trying to be a better citizen." (Ex. 4b, p. 1).

There are further indications that Dennis' statements
made during the course of his prison interview are not reliable.
his account of dealing with the Commission in MUR 970, as
described in the F.B.I. report, is clearly erroneous. According
to the report, when Dennis and his attorney Stephen Salter,
came to the Conumission, Dennis examined the Peck files at
the request of the then General Counsel, William Oldaker.

18/ There is one newspaper article which reported that Dennis
denied having even made the statement. (Ex. 5d(1)).

19/ This letter was submitted by Congressman Dornan.
Congressman Dornan has not explained how he came to be
in possession of a copy of letter from Dennis to Peck,
but as there is no evidence to the contrary, we are
assuming that the letter is what it purports to be.




DENNIS noticed several affidavits in the

FLC file supposedly signed by persons whose
names had appeared as payees on Cashiers
Checks given to PLCK [FOIA deletion 20/)
DENNIS claims that these were forged
affidavits and that the payees on the checks
had neither been contacted by the FEC or
signed any affidavit about this matter.

(Ex. 4b, p. 3).

The 1%77-78 files on the Peck campaign's reports of receipts
and expenditures were shown to Dennis when he and Mr. Salter
came to the General Counsel's office on June 1, 1979, to
discuss conciliation. These files contain nothing which

Mr. Dennis could reasonably have mistaken for forged affidavits
supposedly signed by persons in whose names contributions were
made to the Peck campaign. Similarly, the Stewart campaign's
reports of receipts and expenditures also contain nothing which
could reasonably be mistaken for forged affidavits. 21/

Another apparently inaccurate statement by Dennis in the
course of his prison interview was that Carey Peck had used
the 13,000 loan from Dennis to pay off his (Peck's) bank loan.
(See Ex. 4b, p. 3). Dennis' statement is contradicted
by newspaper accounts of statements by Carey Peck and an
official of City National Eank. (See Ex. 5c, p. 2; see also
Ex. 7b, p. 2).

A further reason for doubting the credibility of the
statement purportedly made by Mr. Dennis regarding a sham
refund by the Stewart campaign is that, according to materials
subniitted by Congressman Dornan, he no longer trusts Dennis
himselt. 22/ The cumulative documentation submitted by
Conyressman bornan not only provides repeated indications

20/ ‘here are deletions in the report here for Fre. dom

of Information Act exemptions. Under the circumstances it
apprears highly likely that the deletions contain references
to the Stewart campaign.

21/ The F.B.I. report is not clear about what files
Dennis saw. (See Ex. 4b, pp. 3-4). However, even if he
had seen the MUR 970 file, it contained no affidavits as
of June 1, 1979, and the only affidavits added later were
from Dennis himself.

22/ According to an article by L. Reich & R.L. Jackson of
the Los Angeles Times:

The congressman [Dornan] says he had
reason to believe at the time that what
Dennis had told him about returning the
money might be true.

(cont'd. next page)
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of Dennis' lack of credibility with regard to the alleged
sham refunds; it creates a question as to the propriety of
Congressman Dornan basing perhaps the most serious
allegations in his complaints (that of the supposed check
U-turns by both Stewart and Peck) on the word of a man
whom he apparently does not trust. 23/

For all of the above reasons the Office of General
Counsel recommends that the Commission find no reason
to believe that Senator Stewart, J. H. Stewart, or the
Friends of Donald Stewart violated 2 U.S.C. § 44la(f) and
1] C.F.R. § 110.9(a), 11 C.F.R. § 110.4(c)(2) or former
11 C.F.R. § 103.3(b).

Alleged violations by Carey Peck, Carey Peck for Congress,
Terry Pullan, Michael Gordon and Stanley R. Caidin

a. Alleged violations by engaging in sham refund of
$13,000

As previously discussed with regard to alleged
violatons in connection with the Stewart campaign, in
MURs 1331 and 1332 Congressman Dornan alleges that Carey
Peck engaged in a sham check refund transaction with
James Dennis. (Ex. 2, pp. 2-3; Ex. 3, pp. 16-18). 1In
the MUR 1332 corplaint Congressman Dornan recounts Dennis'
description of the alleged transaction in some detail.
(Ex. 3, p. 17). There are some discrepancies between the details
of Dennis' statement as described in the MUR 1332 complaint
and the F.B.I. report. 24/ 1t is clear, however, that the
basic allegation is that Peck presented Dennis with a $13,000
check which Dennis cashed, returning $13,000 in cash to Carey
Peck.

22/ (cont'd.)

But Dornan said 10 days ago that he
had broken off contacts with Dennis,
convicted of fraud, after he had decided
Dennis could not be trusted.

And the congressman, turning his
copy of the FBI agent's report over to
The Times on Thursday in Washington, D.C.,
said that in view of Dennis' conflicting
stories, he is in no position to verify
what Dennis told him at Talladega. (Ex. 5¢c, p.1l;
see also Ekx's. 5b, p. 2; 5d(2), pp. 1, 3).

23/ With regard to Stewart this allegation is apparently
based solely on Dennis' word. With respect to Peck, Congressman
Dornan presents other information in support of this allegation.
(See Ex's. 2, pp. 2, 3; 3, pp. 16-18; 7a, p. 2; 7c, p. 3).

24/ See next page for footnote.
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This allegation of a sham refund raises the possibility
of violations of 2 U.5.C. § 44la(f) and 11 C.F.R. § 110.9(a)
for knowing acceptance of a contribution in excess of the
limits of 2 U.S.C. § 44la(a)(l)(A) and 11 C.F.R. § 110.1(a)(1),
of former 11 C.F.R. § 103.3(b) for failure to return an
apparently illegal contribution, and of 11 C.F.R. § 110.4(c)(2)
for failure to return to a contributor the amount of cash
contribution in excess of $100.

It is not clear against which respondents the allegation
is directed. Congressman Dornan named as respondents in the
MUR 1332 complaint Carey Peck, Stanley Caidin (former Treasurer
of the Peck campaign), Michael Gordon (current Treasurer of
the Peck campaign), and Terry Pullan (the campaign's manager).
Congressman Dornan did not specify in the complaint which
respondents he considered responsible for which alleged violations.
However, it appears that Congressman Dornan intends to extend the
instant alleged violation at least to Terry Pullan on

24/ According to the MUR 1332 complaint (filed approximately

five months after the interview with Dennis), Dennis waited in Peck's
lawyer's office while a loan was arranged for Carey Peck at

his father's bank. (Ex. 3, p. 17). The check was given to Dennis

at the lawyer's office and then "they" (it is unclear to whom “"they"
refers) drove Dennis to the bank used by the Peck campaign (apparently
a different bank than "daddy's") where the check was cashed.

Dennis then went back to Peck's lawyer's office and there

presented Peck with $13,000 in cash. (Id.). According to the F.B.I.
report, however, Peck and Dennis met at Peck's lawyer's office and
then Peck and Dennis (apparently no other person was along) went

to the bank from which Peck had taken out a $13,000 loan in the

past couple of days. (Ex. 4b, p. 2). Peck gave Dennis a check for
$13,000 "which DENNIS immediately cashed at this bank and DENNIS
merely handed the $13,000 cash over to PECK all in the same transaction.”
(1d.) (emphasis adaed). There are also discrepancies between the
F.B.l1. report and other statements by Dennis. (Compare Ex. 4b with
Ex's. 5f; 5d(1), p. 1; 20a, Ex. E., p. 4; see also discussion

at pp. 19-20, supra). Agent Deffenbaugh apparently dictated the
account of the interview on May 2, 1980, (2 days after the interview),
and it was transcribed on May 5, 1980. (Ex. 4b, p. 1). Given the
fact that the report was prepared soon after the interview, as well
as the common sense observation that Deffenbaugh's account was more
likely to be disinterested than that of either Dennis or Congressman
Dornan, the F.B.l. report probably represents the most accurate
version of the interview.




the basis of statements Pullan purportedly made to a reporter.
(See Ex. 2, p. 2; Ex. 3, p. 17). 25/

The response on behalf of Carey Peck, Carey Peck for Congress,
Terry Pullan and Michael Gordon in MUR 1332 denies Congressman
Dornan's allegation of the existence of a sham refund transaction.
(Ex. 20a). Included as exhibits in the response are sworn
affxdav1ts from Carey Peck, Terry Pullan and Michael Gordon.

(Id., Ex's. A, B, & C, respectively). Each affiant has stated that
Carey Peck for Congress refunded $13,000 to James Dennis on
June 14, 1979, and that he (the affiant) personally did not
receive in whole or in part the $13,000 allegedly returned by
Dennis in cash. (Id.). Each affiant has further stated that to
his knowledge Dennis never returned the refund or any other
money to the Committee or anyone even remotely connected with
the Peck campaign. (Id.) the response on behalf of Carey Peck
and Carey Peck for Congress in MUR 1331 is similar, including
another sworn affidavit by Peck to the same effect. (See

Ex. 20b and Ex. A).

As noted above, Congressman Dornan's allegation concerning
the sham refund transaction involving Peck is essentially
based on statements by Dennis, although Congressman Dornan
has alleged further corroborating evidence. 1In the opinion
of the General Counsel, Dennis is not a credible source on
which to base an investigation for all the reasons previously
discussed at length in connection with the similar allegation
concerning Senator Stewart. (See pp.l15-21, supra). It is this
very allegation concerning Peck on which Mr. Dennis has such
a poor record for consistency. (Id.). Moreover, as discussed
supra at pages 17-1Y, it is clear that Dennis made this allegation
while in jail and that he has since claimed to have done so
as part of a deal with Congressman Dornan in an attempt to
better his conditions.

25/ 1t appears that Congressman Dornan does not intend for
this allegation to include Stanley Caidin, for in the MUR 1332
complaint he states that when he spoke with Mr. Caidin on
February 7, 1980, Mr. Caidin informed him that he had quit

the Peck campaign prior to the refund transaction and that
Caidin told Congressman Dornan that he had no idea of the
procedures used to allegedly return the $13,000. (Ex. 3, p. 17).
Moreover, Caidin's response in MUR 1332 has attached as an
exhibit a letter from Congressman Dornan to Caidin with regard
to the February 7, 1980, conversation. (See Ex. 2la, Ex. A).
In it Congressman Dornan states, "I was not surprised to learn
that you had no knowledge of the way the illegal $13,000 was
returned."”




Congressman Dornan's alleged corroborating information
is also insufficient to provide a basis for an investigation
of this allegation by the Commission, especially in light
of the respondents' submissions.

In both MURs 1331 and 1332 Congressman Dornan alleges
that Rick Cziment, a California reporter, learned from Terry
Pullan that the $13,000 never left California. (See Ex. 2,
P. 2; Ex. 3, p. 17). 1In MUR 1332 Congressman Dornan also
alleges that Cziment claims to have seen a copy of the
refund check and to have a photocopy of both the front
and back of the check. (Ex. 3, p. 17). Even if Cziment
did learn from Pullan that the money never left California
and even if he did claim to see the refund check and has
a xerox of the check, this is not probative information. 26/
The fact that the check may have been cashed in California
does not necessarily indicate that the cash was in fact given to
Peck or anyone involved with the Peck campaign. (See id.).
Carey Peck addresses this supposition in his affidavit in
MUR 1332 by denying the acceptance from Dennis of any part
of the refund and denying knowledge of any such acceptance
on the part of anyone even remotely connected with his campaign.
(Ex. 20a, Ex. A, § 10).

Additionally, he states:

bDornan's charge on this point is not only
wholly untrue but, to my knowledge, was
thoroughly investigated by the United States
Justice Department, which issued a statement
on September 19, 1980 indicating that there
was no substantiation to the charge. (Id.).

He also states:

It is my understanding that sometime after
leaving Mr. Radcliff's office, Dennis

cashed the check at a bank in Los Angeles.
Neither I nor anyone else from my committee
was with Dennis at that time. Why he cashed
the check when and where he did is a mystery
to me. (Id., Ex. A, ¥ 9).

26/ Even less probative is the allegation that Peck threatened
to sue the Independent Journal, Cziment's newspaper. See

Ex. 2, p. 2; Ex. 3, p. 18). If the reporter's allegation was
incorrect, there would be a legitimate reason for

threatening suit.
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Pullan refutes the statement attributed to him that the
money never left California by stating in his affidavit
that he has no idea "as to what Dennis may have done with
the refunded amount." (1d., Ex. B, ¥ 6). 27/

In further corroboration of this allegation, among
others, Congressman Dornan submitted copies of “memoranda®
he obtained from the Department of Justice under the
Freedon of Information Act. (See Ex's. 7-7c). The memoranda
deal with investigations of Senator Stewart and Carey Peck
during the period of June through September of 1980. Sections
of the submitted material have been deleted, presumably by
the Department of Justice. (See id.) A few phrases in the
memoranda raise questions, but must be considered in context.

A memorandum dated June 18, 1980, concerns a request
by Congressman Dornan for an F.B.l1. investigation into
possible criminal violations by Carey Peck concerning $12,000
in illegal campaign contributions made by James H. Dennis, Sr.,
to Peck's 1978 congressional campaign. (See Ex. 7c¢). 28/
It is noted in the memorandum that Dennis made conflicting
statements concerning the $12,000 and that in light of these
statements he was brought before a grand jury to testify under
oath on June 12, 1980. (Id. p. 2). Almost an entire page
of deletions follows. (Id. pp. 2-3). Presumably it refers to
bDennis' grand jury testimony.

The first legible sentence after the deletions states:

Donsanto has rendered the opinion that

the return of the cash to Peck does not

constitute a violation of election laws

or any other federal violation inasmuch

as the refund of the illegal campaign

contributions was made voluntarily by Peck. (Id. p. 3). 29/

27/ 1In this instance Congressman Dornan is relying on at
least second-hand hearsay for his information about the
information allegedly coming from Pullan. Additionally,
Congressman Dornan contradicts himself in MURs

1331 and 1332 about whether the information that the money
never left California was told directly to him by Cziment

or to his (Dornan's) campaign manager. (Compare Ex. 2, p. 2
with Ex. 3, p. 17).

28/ Note the memorandum refers mistakenly to contributions

to Congressman Carey Peck. (Ex. 7c, p. 1). 1Its not clear from
the context whether the reference is to the initial contributions
in 1978 by Dennis in the names of others, the alleged sham

refund transaction, or both.

29/ Examination of the original copy of this submission by
Congressman Dornan indicates that the underlining in the guoted
statement and any other sections of this exhibit was apparently
done by him. All other underlining in copies of exhibits sub-
mitted by Congressman Dornan has, also, apparently been done

by him.




Arguably, the reference to "the return of the cash to
Peck” sugyests that Justice or the F.B.I. concluded that
Dennis did in fact return cash to Peck. That is the inference
Congressnan Dornan apparently makes. However, it is just as
likely, in the General Counsel's view, that Justice or the F.B.I.
was speaking in hypothetical terms, i.e., that even if the refund
was returned to Peck in cash, there would be no violation.
In any event, implications and inferences based on this one
sentence are not an appropriate trigger for an investigation,
particularly in light of the surrounding circumstances.

A subsequent memorandum dated September 16, 1980, indicates
that on September 15, 1980, Craig Donsanto of the Public Integrity
section of the Justice Department advised that a review of the
investigation concerning James Dennis, Senator Stewart, and
Carey Peck "disclosed no basis for further investigation as the
matters had no prosecutive merit." (Ex. 7a, p. 1).

The memorandum states further:

Los Angeles is advised that the matter
concerning Cary ([sic] Peck's receipt of
conduit contributions may be referred

by the DOJ back to the Federal Election
Commission for further resolution. (Id. p. 2).

The failure of the Justice Department to refer this matter
back to the FEC in the intervening seven months since Justice
apparently ended its investigation indicates that, on further
review, Justice decided there was no basis even for a referral.

Congressman Dornan places emphasis in MUR 1332 on the
fact that Dennis personally came out to Los Angeles to pick up
the refund check, pointing out that that is the only mode of
exchanging money which does not leave a paper trial of evidence.
(Ex. 3, p. 18). However, this amounts to pure speculation.

Congressman Dornan apparently finds significance
in the fact that Carey Peck has been reported in newspaper
articles as saying he became suspicious about contributions
from Dennis after learning about Dennis' legal problems
through a newspaper clipping service maintained by Gregory
Peck. (See Ex. 3, pp. 11, 16; see also Ex's. 6éb, p. 2; 22).
Specifically, with regard to the allegation of a sham refund,
Congressman Dornan focuses on a reported statement by Carey
Peck that the $13,000 had been returned after Peck and his
father learned of Dennis' indictment in the Itel fraud case.
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(Ex. 3, p. 17; See Ex. éb, p. 2). 30/

As Congressman Dornan correctly notes, Dennis was in
fact indicted in the Itel case on July 6, 1979, approximately
three weeks after the $13,000 refund to Dennis. (See Ex. 3,
p. 17; Ex. 23). Thus, assuming the Jan. 10, 1980, article
by Will Thorne to be an accurate report of Peck’'s statement
(see Ex. 6b), Peck appears to have made a misstatement.
However, this misstatement is easily explainable.

The response on behalf of Carey Peck, Carey Peck for
Congress, Terry Pullan and Michael Gordon and supporting
affidavits by Carey Peck and Michael Gordon reiterate state-
ments that Peck and his campaign became suspicious in May,
1979y, when news articles from Alabama concerning Dennis'
illegal contributions to Stewart and Peck came to their
attention. (See Ex. 20a, p. 3, and Ex. A, 1 5, Ex. C, 1 5).

The May 9, 1979, Birmingham Post-Herald article by
Frank Morring, Jr., and Stewart Lytle (an article which
apparently forms the basis for one of Congressman Dornan's
allegations against Senator Stewart (see pp. 11-12, supra))
concerns Dennis' illegal contributions to Senator Stewart;
in it Dennis' problems with Itel are discussed extensively.
(See Ex. 9c). Moreover, the May 10, 1979, article in The
birmingham News by Andrew Kilpatrick, apparently the first
article to mention Dennis' contributions to Peck, contains
a reference to a federal investigation of Dennis for
his dealings with Itel and reports that Dennis has said he
expects to be indicted. (See Ex. 24a, p. 2). These news-
paper articles appear to explain the basis for statements
made by Peck and his campaign and suggest that Congressman
Dornan's suspicions in this regard are groundless.

Congressman Dornan's last piece of corroborating information
with regard to the sham refund allegation is the discrepancy
between Peck's statements that the refund was made on June 14,
1979, and the report of the return to Dennis on June 13, 1979,
in the Peck campaign's July 10, 1979 quarterly report. (See
Ex's. 3, p. 16; Ex. 25, Schedule B, p. 1 of 1, line 20A).
Congressman Dornan is certainly correct that this discrepancy
exists, and it is a discrepancy never addressed by anyone
connected with the Peck campaign. 1In the General Counsel's
view, it is not probative of the existence of a sham refund
transaction. The date reported in the committee's reports
coula logically represent the date the check was written.

30/ Congressman Dornan does not cite the same newspaper article
by Will Thorne where it states that:

[Peck]) said his suspicions were also
heightened when he saw Birmingham
newspaper clippings in which it was
reported that Dennis had contributed
$22,000 illegally to the campaign of
U.S. Sen. Donald Stewart, for whom

the elder Peck campaigned. (Id., p. 2).




Thus, in sum, there are a number of apparent inconsistencies
in the evidence concerning this allegation. However, while
they may raise questions as to details of what actually happened,
none of them provide reliable evidence of the existence of
a check exchange charade between Peck and Dennis.

In light of the apparent unreliability of Dennis'
allegation made while he was imprisoned, the inconclusive
nature of the apparent inconsistencies noted by Congressman
Dornan, and the responses in this matter including sworn
affidavits by Peck, Pullan and Gordon which deny this allegation,
the Office of General Counsel recommends that the Commission
find no reason to believe that Carey Peck, Friends of Carey Peck,
Stanley Caidin, Michael Gordon, or Terry Pullan violated 2 U.S.C.
§ 44la(f) and 11 C.F.R. § 110.9(a), former 11 C.F.R. § 103.3(b),
or 11 C.F.R. § 110.4(c)(2). )

b. Alleged violations by knowing acceptance of illegal
contributions and failure to promptly return apparently illegal
contributions

Congressman Dornan further alleges that Peck and
his campaign knowingly accepted illegal contributions
from James bennis. (Ex. 3, pp. 4-14). This allegation
is denied by the respondents. (Ex's. 2la, pp. 4-5; 20a, pp. 2-4,
and Ex. A, ¥ 4, Ex. B, ¥ 4). While this allegation is
framed in terms of knowing acceptance of the illegal contributions,
it also raises the issue more explicitly raised with regard
to the Stewart campaign of failure to return within 10 days,
or to deposit, report, and return within a reasonable period
of time, contributions which appear to be illegal. 31/

The allegation of knowing acceptance of illegal contri-
butions would involve a violation of 2 U.S.C. § 441f for knowing
acceptance of contributions made by one person in the names
of others, and of 2 U.S.C. § 44la(f) and 11 C.F.R. § 110.9(a)

(see 11 C.F.R. § 110.1(a)(1l)) for knowing acceptance of excessive
contributions. The allegation of failure to return contri-
butions which appeared to be illegal within 10 days, or to
deposit, report, and return them within a reasonable period
of time, would involve a violation of former 11 C.F.R. § 103.3(b).

31/ See footnote 8, supra, pp. ll-l2.
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Congressman Dornan bases this allegation on a combination
of facts including: (1) statements made by James Dennis while he
was imprisoned, (2) apparently contradictory statements made
by Carey Peck to reporters in 1980 about his relationship with
Dennis in 1978, (3) discrepancies in reported dates of receipt
of contributions, and (4) a number of other facts including the
fact that the contributions were in the form of cashiers checks
and that some of the checks were sequentially numbered.

Statements made to Congressman Dornan by James Dennis
while Dennis was imprisoned suffer all of the problems of
credibility previously discussed. Moreover, in this instance,
it is not clear what Dennis actually said; Dennis' statements
on this point are reported differently by Congressman Dornan
and the F.B.I. report. (Compare Ex. 3, p. 4 with Ex. 4b,

p. 3). In MUR 1332, Congressman Dornan states that Dennis
tola him that he (Dennis) "received a hurried phone call just
prior to the election: 'Peck or Pullen [sic] phoned and begged,
'‘Can ycu send $9,000 or $10,000 more'?" (Ex. 3, p. 4).

The F.B.I. report describes Dennis' account of going
to a party with two Itel executives at Gregory Peck's home.
The transcript continues:

A few days after DENNIS arrived back in
Birmingham, CAREY PECK called and asked
DENNIS to contribute to his campaign. 32/
DENNIS agreed to send at least $10,000.00.
There was some discussion to the effect
that the manner in which it was

sent would probably not be important
since it was coming all the way from
Alabama and the conversation was in

terms of the entire contribution

coming from DENNIS and not from a

group of contributors in Alabama. (Ex. 4b, p.3).

The quoted question allegedly asked by either Peck
or Pullan ("Can you send $9,000 or $10,000 more?") is
somewhat ambiguous. It does not necessarily imply that
the speaker was asking for all of that money to come from
Dennis' own funds. It could just as easily have meant that
the speaker was expecting Dennis to raise the money from
other people. Such an interpretation would be consistent

32/ ‘“here is no mention of Pullan here, as there is in
Congressman Dornan's recollection of Dennis' statements.
(Compare Ex. 4b, p. 3 with Ex.3, p.4).




with Carey Peck's reported explanation that Dennis offered

to raise funds for his (Carey Peck's) campaign to thank Gregory

Peck for raising funds for Senator Stewart. (Ex's. Sb, p.

l; 6b, p. 2; 6d, p. 2; 2la, pp. 5, 6). Similarly, the statement

in the F.B.I. report, "the conversation was in terms of

the entire contribution coming from DENNIS and not from a

group of contributors in Alabama®, could be an accurate transcription
in terms of what was actually said, but could mean merely

that Dennis would be responsible for gathering and forwarding

the contributions.

A statement by Dennis that Carey Peck requested
all of the money from Dennis himself would be inconsistent
with other known statements by Dennis, including a sworn
affidavit in the MUR 970 file, that Peck never knew the
source of the contributions. (See Ex's. 18a; 24a, p. 1). It also
would be inconsistent with sworn responses from both Peck and
Pullan. (See bx. 20a, Ex's. A, B).

Congressman Dornan has presented the Commission with at
least five newspaper articles indicating apparent misstatements
by Carey Peck in comments made to reporters at the beginning
of 1980, concerning his relationship with James Dennis in 1978.
(See Ex's. 22; 6¢c; 6d; 5a; 5e). As noted by Congressman Dornan,
there are reported discrepancies in statements by Peck concerning:
(1) the method by which cashier's checks reached the campaign, 33/

33/ 1In some instances Peck is reported to have said the checks
arrived by mail. (See Ex's. 5a; 6c; 22). He also is reported to
have said hand delivery was used in some instances. (See Ex's.
5b, p. 2; 5e, p. 3; see also Ex. 5a). Information provided

by Congressman Dornan indicates several different versions

of how the cashier's checks reached the Peck campaign other

than the two reported contradictory statements by Peck discussed
above. (See Ex's. 3, pp. 6, 7; 4b, p. 3; 5a; 26). All of these
versions arose out of statements apparently made in 1980 about
events in 1978. Aside from problems of accuracy created by this
time lapse, there are other reasons for questioning each of the
following versions of how the checks were delivered, including
the fact that some of the statements were made by Dennis while

in prison, lack of indication of the source in some instances,
and apparently contradictory statements in other instances.
Without indicating its source, the article by Bob Baker in the
Los Angeles Times indicates that Gregory Peck delivered the first
two checks from Dennis, one from Dennis himself and one in the
name of another individual, and that Dennis brought the last five
checks to California in November and went to dinner with both
Pecks and two Itel executives at Chasens. (Ex. 5a). Also without
identifying its source, a column by Jack Anderson appearing
(cont'd. next page)
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(2) the number of times and the circumstances under which

Carey Peck met James Dennis, 34/ and (3) the extent and method

of checking out the cashier's checks when they were received.

35/ There is enough discrepancy over details in these articles

to raise doubts as to their accuracy and hence as to the signi-
ficance of the discrepancies raised by Congressman Dornan. (Compare,
e.g., Ex. 5a with Ex. 5e). Additionally, they do not always clearly
identify the source of their information. (See Ex. 5a, e.g.). 36/

33/ (con'td.) in The Washington Post on June 21, 1980, reports

that Dennis gave Gregory Peck $6,000 to carry back to California.

(Ex. 26). In the MUR 1332 complaint Congressman Dornan states that
Terry Pullan apparently was the source for this statement by Anderson.
(Ex. 3, p. 6). However, Congressman Dornan provides no explanation
for his own statement. Finally, Dennis is again the source

for further contradictory statements. During his prison interview

he told Congressman Dornan that he initially contributed three

checks to the Peck campaign and later sent ten more and that

they all were sent by Federal Express. (Ex. 3, pp. 6-7; Ex. 4b, p. 3).
According to Congressman Dornan, Dennis later indicated over

the telephone that he gave checks to Gregory Peck personally.

(Lx. 3, p. 7). This reference as stated in the complaint

apparently is to the 3 initial checks. (See Ex. 3, pp 6-7). However,
further down on the same page of the complaint Congressman Dornan
states that Dennis claims to have hand carried the last checks.

(Ex. 3, p. 7). It is not clear when Dennis made this claim, nor

to whom he made it.

A iikely version of what actually happened is that two checks
initially were hand delivered by Gregory Peck, one from Dennis and
one from another person. This 1is reported in two news articles and
would apparently square with the Peck campaign's reporting receipt
of the first two checks, one from Dennis and one from Andy Shadix
on October 31, 1978. (See Ex's. 5a; Se; 27; 28; 3, p. 13). However,
given these varied contradictory accounts, no certain version
of what actually happened emerges.

34/ Some reports indicate that Peck said he met Dennis only once

(see Ex's. Se, p. 3; 6c; 22; see also Ex. 5a), while at least one article
reports Peck as saying he met Dennis twice. (See Ex. 5e, p. 3). Peck

is also reported to have said at one time that he met Dennis at

a "short sit-down over coffee"™ (see Ex's. 5a; 5e, p. 3), and to

have said on another occasion that the meeting included dinner.

(See Ex. 5e, p. 3; see also Ex. 5a).

35/ There are a variety of reported statements here: (1)

checks were inspected as they came to campaign headquarters

and found to be good (see Ex. 6d, p. 2; see alsc Ex. 5a);

(2) the campaign checked with Dennis to verify names and occupations
of donors and in some instances checked with the businesses

of some donors (see Ex's. 22; 6c); (3) the campaign only checked
with Dennis' secretary (see Ex's. 5a; 5e, pp. 3-4). Additionally
Congressman Dornan notes in the complaint in MUR 1332 that

Terry Pullan told Dornan's campaign manager in June, 1980,

that they "never bothered to check out the money." (Ex. 3, p. 9).

36/ Failure to identify a source does not mean an article
is inaccurate. However, it makes assessment of its accuracy
more difficult.




There is considerable agreement in the only two articles
dealing directly with inconsistencies about Gregory Peck's
involvement that Carey Peck admitted not giving complete,
accurate answers initially in an attempt to minimize his father's
involvement in the matter. (See Ex's. 5a, 5e, p. 3). The article
by Bob Baker also reports that Peck admitted trying to play
down his own relationship with Dennis. (See Ex. 5a).

Congressman Dornan apparently interprets these reported
misstatements by Peck as indicative of knowledge by Peck and
his campaign at the time of acceptance that the contributions
from Dennis were illegal. However, this information, while
raising possible questions as to Carey Peck's veracity, is not
highly probative of the allegation in question. All of the reported
misstatements by Peck were apparently made in 1980, over a
year after Dennis' contributions to the Peck campaign and .
more than six months after problems concerning these contributions
became public and the Peck campaign reported refunding $13,000
to Dennis. These reported statements made in 1980, are indicative
of Carey Peck's state of mind, and perhaps memory, at the
time they were made. They do not indicate knowledge in 1978
of acceptance of illegal contributions. Additionally, Peck
has reportedly provided a plausible explanation for his
apparent lack of candor, i.e., his stated concern for minimizing
the involvement of his father and his reported desire to
play down his (Carey Peck's) relationship with Dennis. (See
Ex's. 5a; 5e).

It is appropriate to consider the context in which such
statements apparently were made. By the time they allegedly
occurred, Carey Peck was again a candidate for public office.
Even before he had formally announced his candidacy for
the 1980 Democratic primary for the 27th Congressional District
of California, Congressman Dornan had begun raising Dennis'
1978 contributions to Peck as an issue in the 1980 congressional
race. (See Ex's. 6b; 6d). By late January 1980, Congressman
Dornan had placed full page advertisements in local newspapers
qguestioning Peck's handling of the contributions from Dennis.
(See Ex's. 5e, p. 3; 22; see also Ex. 5a). According to
the Bob Baker article which is Congressman Dornan's chief
source for reported misstatements by Peck, the misstatements
were made in response to Congressman Dornan's advertisements.
(See Ex. 5a). Moreover, both the Baker article and the
article by Rich Connell in the September 8, 1980, edition
of the Daily Breeze reporting misstatements by Peck note
that while Congressman Dornan has tried to prove wrongdoing
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on the part of Peck he has so far failed to do so. 37/

Another issue raised by Congressman Dornan, apparently
in support of his allegation of knowing acceptance of the illegal
contributions, is the number of discrepancies in the reported
dates of receipt of contributions. Congressman Dornan notes
in MUR 1332 that the Peck campaign's 1978 post general election
report and mailgrams sent by the campaign cite different dates
tor the receipt of "phantom" contributions. (Ex. 3, p. 12).
Conyressman bornan goes on to state: "All of those different
adates bear the mark of a tabrication.®" (Id.). Examination
ot the chart of contributions from Dennis to Peck contained
in MUR 1332 and also another chart prepared by the Office
ot General Counsel (tor clarification) indicates that
ot the eight contributions from Alabama which the Peck
campalgn reported by mailgram as well as in the post general
election report, tive were reported with the identical
agate ot receipt. (See Ekx. 3, p. 13, and Ex. 28, respectively).
For the other three contributions, the adate of receipt
was reported by mailgrams as November 6; it was reported
as November 8 in the post general election report. (Id.;
see Lx. 27). Meanwhile, Llection Day was November 7,
1978, and the post election report was due 30 days later. Losing
campalgn committees generally fall into disarray and confusion
once an election is lost and they are in the process of disbanding.
under the circumstances, 1t is much more likely that the discrepancy
was made by mistake than that it was the result of a "fabrication." 38/

37/ The baker article states:

Thils year, Lornan, still furious about the text of the

lailer [a mailer sharply critical of Congressman Dornan which
bennis' money alleyedly enabled the Peck campaign to send
toward the ena ot the 1Y78 campaign], set out to prove that
Peck knew the money had been donated in violation of federal
law. but Dornan tailed, and six weeks ago the Justice Depart-
ment tformally clearea reck of mishandling campaign finances.

The Connell article i1naicates that:

Since that time |[when Lornan purchasea newspaper
aavertisements questioning the contributions
trom bennis), Peck's basic explanation of what
occurrea has nct changed. And Dornan, despite
his etforts, has failed to prove wrongdoing

on Peck's part. (Ex. 5e, p. 3).

38/ wuls proposition is supportea by the fact that other examples
of thls reporting alscrepency exist with regard to contributions
by persons wholely unrelated to these MURs. For instance,
another mailgram trom the Peck campaigyn aated November 5, 1978,
lists contributions trom Ana Olar, Amir Rokni, and homa Mashreghi
as beiny received on November 3, 1978. The post general election
report lists the contributions from ana Olar and Amir Rokni as
beiny receivea on lLovember 1, 19%76; it lists the contributions
trom homa Mhasreghli as being received on November 2, 1978. (See
Lx. <7). Apparently, these are mistakes also. 1In the General
Counsel's view, they are otf nou significance.
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Congressman Dornan also alludes to differences between
the Peck campaign's reported date of receipt of contributions
and either the date on existing copies of eight cashier's
checks or, in the case of four of the five other contributions
from Dennis for which Dennis apparently no longer had copies
of the checks, the date of the contribution as recalled by Dennis
in an affidavit dated July 16, 1979. (See Ex. 3, p. 13).
Congressrian Dornan finds significant the fact that the date
of reported receipt by the Peck campaign is later than that
on the corresponding cashier's checks of which we have copies.
(1d.). However, this is hardly surprising, as the date on
the cashier's check is presumably the date of issuance from
the bank and, thus, the earliest date on which it could possibly
be contributed to the campaign. It is common for campaigns
to report receipt of contributions on a date later than that
on which the contributor makes the contribution, and such a
difterence is of no significance. Where contributions are made by
mail, a ditference in date is routinely the case. Even if some
of the checks were hand delivered by Gregory Peck or Dennis, it
is likely that there may have been a few days delay in depositing
then or in placing them in the hands of the person preparing
campaign reports. 39/

In the case of three cashiers checks, the Peck campaign
initially reported receiving them before Dennis recalls giving
therm. These are the three cashiers checks for which there is
the two-day discrepancy in reporting between the Peck
campaign's mailgrar and their 1978 post general election report.
(see pp. 32-33, supra; Ex's. 27; 28; 3, p. 13). The mailgram reports
receipt of the contributions on November 6, 1978, while Dennis
recalls making the contributions on November 8, 1978. (See
Ex's. 3, p. 13; 28; l8a, p. 2). However, the mailgram was
sent in the time period when the contributions were made,
while Dennis' recollection comes eight months later in the
course of involvement with MUR 970. Moreover, Dennis' recollection
is probably based on his review of the Peck campaign's 1978
post general election report which reported receipt of these
contributions on hNovember 8, 1978. (See Ex. 27). He was shown
copies of the Peck campaign's reports when he came to the
Otfice of General Counsel on June 1, 1979. 1In other words,
it is probable that indeed the three cashier's checks in question
were received on November 6, 1978, and that the discrepancy
with the November 8, 1978, date Dennis recalls stems from
an unintentional reporting error by the Peck campaign in its
post election report.

39/ 1t does not appear that the campaign failed to deposit contri-
butions within 10 days as required. See 11 C.F.R. § 103.3(a).
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Congressman D‘an apparently links the ‘901!19 reported
misstatements by Carey Peck, reporting discrepancies, and the
differing versions of the methods by which the cashiers checks
reached the Peck campaign as evidence of knowledge on the
part of Carey Peck and his campaign of the acceptance of illegal
campaign contributions. (See Ex. 3, pp. 5-9, 12, 13). However,
neither the apparent misstatements by Peck nor the discrepancies
in reported dates of contributions, either together or alone,
proviade positive evidence, as opposed to speculation, that at
the time of the receipt of the checks, there was actually
Anowleuge on the part of anyone other than Dennis that the
contributions were illegal. Moreover, even assuming that
check delivery occurred as Congressman Dornan supposes, this
would not provide positive evidence that anyone other than
Dennis actually knew the contributions were illegal when they
were received from Dennis. 40/

Congressman Dornan's allegations are denied by the
responaents. (Ex's. 20a, Ex's. A, b, C; 2la). The response

40/ baving provided information indicating several contradictory
versions of check delivery, Congressman Dornan never explains
why he prefers one. (See Ex. 3). However, Congressman Dornan
has cevelcped a scheme of delivery of checks to Peck in 3 batches
(see Lx. 3, p. 7) and uses this to further allege guilty knowledge
at the time of acceptance of the checks.

Congressman bornan purportedly quotes an article by Bob Baker
in the Los Angeles Times:

On four days between October 31 and November 25, 1978
from two to five cashiers checks--ostensibly from
different Alabama residents-- arrived at Peck campaign
heaaquarters. Although each envelope was mailed by
Dennis, there was no reason to be wary, Peck said. (1d).

Congressman Dornan then uses that quote to support the
supposition that Dennis hand carried the last five sequentially
numbered checks. Examination of the cited article indicates
that the quote is not taken from it. (See Ex. Sa). Additionally,
the quoted statement that checks arrived by mail at Peck head-
quarters (while conceivably a misstatement), provides no
support whatsoever for the proposition that Dennis hand carried
the last 5 checks to California. Moreover, based on the Baker
article with its unidentified source of information concerning
checks delivered by Lennis (id.), Congressman Dornan goes on

to state that a former Itel employee told him that he thought
Dennis spent the night prior to a reported party at Chasen's

at the home of Gregory Peck. (Ex. 3, p. 7). Congressman
Dornan then speculates that if Dennis in fact spent the night
at Gregory Peck's he might have brought checks with him as

he [Lennis] claims. (Id.). From here Congressman Dornan goes
on to further speculatxon about how the Peck campaign may

have made some of its expenditure Gecisions at the time based
on actual delivery of checks by Dennis or anticipation of
further checks being sent by Dennis. Finally, Congressman
Dornan speculates that perhaps the Peck campaign actually
mailed checks to pay expenditures later than the dates on which
they are reported. (Id.). These matters are discussed at
great length and yet none of this speculation can serve as
evidence.




on behalf of Carey Peck, Carey Peck for Congress, Terry
Pullan, and Michael Gordon denies that Peck or his campaign
knew of any impropriety concerning contributions at the
time of their acceptance. (Ex. 20a, pp. 2-4 and Ex's. A, B).
In his affidavit Carey Peck states that he was not aware of
the illegal nature or source of the $12,000 contributed

by Dennis in the names of others until approximately

June, 1979, and that to his knowledge no one else connected
with his campaign had such knowledge. (Ex. 20a, Ex A, ¢ 4).
Terry Pullan's affidavit is similar. (See id., Ex. B, ¢ 4).
He states:

I was not aware of the illegal nature or
actual source of the contributions made by
Dennis at the time they were received by

the Committee. Such facts first came to

my attention in the latter part of May, 1979,
or early part of June, 1979. To my knowledge,
no one else in or even remotely connected

with the campaign had any such knowledge until
then. (Id.).

Michael Gordon indicates that he was not connected with
the Peck campaign prior to January 29, 1979, and denies
personal knowledge of any of the alleged matters prior
to that time. (Id. Ex. C, ¥ 4). He further states that
he first receivea information concerning the illegal
contributions in late May or early June of 1979. (1d., %

Finally, in his sworn affidavit, Stanley Caidin,
the former Treasurer for the Peck campaign, denies
any knowledge of the illegal nature of the contributions
prior to subsequent publicized reports of the problem.
(Ex. 2la).

. Given the speculative nature of the evidence supporting

the allegation of knowing acceptance of illegal contributions
and the sworn denials by respondents, the Office of General
Counsel recommends that the Commission find no reason to
believe that Carey Peck, Friends of Carey Peck, or officials
of the Peck campaign violated 2 U.S.C. § 441f, 2 U.S.C. § 44la(f)
and 11 C.F.R. § 110.9(a), or former 11 C.F.R. § 103.3(b).

Ce Alleged violation by possible failure to report
any endorser or guarantor of a loan

Congressman Dornan also alleges in MUR 1332 that
Carey Peck and his campaign may have failed to report
endorsers or guarantors on the bank loan received
by Peck, and in turn loaned to Carey Peck for Congress,
to refund money to James Dennis in June, 1979. (Ex. 3,
pPpP. 14-15). This allegation would constitute a violation
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of former 2 U.S.C. § 434(b)(5) and former 11 C.F.R.

§ 104.2(b)(5) for failure to report any endorsers or
guarantors (including their occupations and principal
places of business, if any). As in this instance the
loan apparently was in the amount of $13,000, this might
also constitute a violation of 2 U.S.C. § 44la(f) and

11 C.F.R. § 110.9(a) for knowing acceptance of excessive
contributions.

Congressman Dornan apparently bases this allegation
on a conversation he had on May 16, 1980, with Bram
Goldsmith, a branch manager of City National Bank, and
also on his speculation that Peck's income and credit rating
would not be sufficient to secure such a loan. (Ex. 3, pp.
14-15). Congressman Dornan notes that Peck "cites himself
as the source of the $13,000, even though he has been vxrtually
unemployed for the last three years." (Ex. 3, p. 14).

Congressman Dornan reports three sentences spoken
by Mr. Goldsmith in their conversation:

Goldsmith: Well, Congressman Gregory Peck
didn't cosign the loans.

[further guestion by Congressman Dornan]

Goldsmith: Congressman, I said GREGORY PECK
didn't cosign the loans

[further sentences by Congressman Dornan)
Goldsmith: You're welcome. Bob. (Ex. 3, p. 15).

These sentences as quoted do not indicate the
. existence of guarantors or endorsers on any loan. However,
Congressman Dornan says in the complaint that the tone in
which the second statement was made implied that in fact
someone other than Gregory Peck had co-signed a loan. 41/
(Id.).

41/ In quotxng Mr. Goldsmith, Congressman Dornan refers to
®"Jloans" in the plural. While in the past, Friends of Carey Peck

has reported other loans by Peck to his committee, there is

no indication other than Mr. Goldsmith's quoted reference to
®loans"™ that we are dealing with more than one loan in this
instance.
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Neither speculation on Peck's finances nor the .
reported implication in a tone of voice provides an appro-
priate basis for opening an investigation by the Commission,
in the General Counsel's view. Congressman Dornan's
allegation is denied in the response submitted on behalf of
Carey Peck, Carey Peck for Congress, Terry Pullan,and Michael
Gordon. (Ex. 20a, p. 4, and Ex. A, ¥ 11). 1In a sworn affidavit
Carey Peck states: "The loan involved in this instance
was on my own signature, alone, and there were no guarantors
or other endorsers.” 42/ (Ex. 20a, Ex. A, ¥ 11). A news
article submitted by Congressman Dornan alsc indicates that
City National Bank confirmed that Carey Peck obtained a loan
without a co-signer. (Ex. 64, p. 5).

For all of the above reasons, the Office of General
Counsel recommends that the Commission find no reason
to believe that Carey Peck, Carey Peck for Congress, or
officials of the Peck campaign violated former 2 U.S.C. E
§ 434(b)(5) and former 11 C.F.R. § 104.2(b)(5), or 2 U.S.C.
§ 44la(f) and 11 C.F.R. § 110.9(a).

d. Alleged violation by failure to report bank loan
to Carey Peck as the underlying source of loan by Peck
to Carey Peck for Congress.

Congressman Dornan further alleges that Carey Peck

and his campaign committee have failed to properly report

a bank loan to Carey Peck as the underlying source

for a loan from Peck to the Committee which was used to
refund the $13,000 to James Dennis (Ex. 3, pp. 14-15). The

42/ One of the memoranda which Congressman Dornan obtained
from the Justice Department and sent to the Commission on
January 28, 1980, indicates that a subpoena to City National
bank in Beverly Hills shows that Carey Peck and his wife
applied for an unsecured personal loan for $13,000 on June 1,
1979. (Ex. 7b, p. 2). Because California is a community
property state, it is highly likely that she would have been
involved in the loan application even if she did not co-sign
the loan note.
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allegyation involves a possible violation of former 2 U.S.C.
§ 434(b)(5) and former 11 C.F.R. § 104.2(b)(5) for failure
to adequately report a loan as to its source. None of the
respondents have addressed this allegation in their
responses. 43/

Congressman Dornan bases this allegation on an examination
of the July 10, 1979 quarterly report of the Peck committee
and news reports of statements by Peck that he obtained a
personal bank loan in order to return money to Dennis.
(Ex. 3, p. 14).

Carey Peck has acknowledged in his affidavit submitted
as part of the response in MUR 1332 that he loaned his
campaign committee the money used to refund Dennis' contri-
butions and that he in turn obtained the money "through a
personal loan from City National Bank...." (Ex. 20a, Ex. A, ¥ 11).
One of the memoranda Congressman Dornan obtained from the
Justice Department also indicates that in June, 1979, Peck
applied for (and apparently obtained) a personal loan from
City National Bank in the amount of $13,000. (Ex. 7b, p. 2). 44/
According to the memorandum, the stated purpose for the loan
was to enable Peck to return illegal contributions made to
his 1978 campaign. (Id.). However, as Congressman Dornan correctly
notes, the July 10, 1979 report for Carey Peck for Congress
indicates a $13,000 loan from Carey Peck to the committee on
June 14, 1979, with no indication of any underlying bank loan.
(Ex. 25, Schedule C, p. 1 of 1, line 13; Ex. 3., p. 14). 1In
the box for reporting the nature of the obligation the report
merely states: "Advance for campaign expenditures - from personal
funds.®” (Ex. 25, Schedule C, p. 1 of 1, line 13).

At the time that Carey Peck obtained the bank loan
and, in turn, loaned it to this committee, the Commission
required that where pursuant to former 2 U.S.C. § 436(b)(1)
a candidate waived his personal reporting responsibility,
an underlying bank loan to the candidate which was, in turn,
loaned to the committee must be reported by the committee. 45/

43/ 1t is possible from the way this allegation is combined
with a discussion of possible failure to report any endorsers

or guarantors, that this allegation was not clear to respondents.
(See Ex. 3, pp. 14-15).

44/ Congressman Dornan notes a discrepancy in newspaper accounts

as to the amount borrowed. (Ex. 3, p. 14). Will Thorne reports

a statement by Peck that he borrowed $9,000 from the bank.

(Ex's. 6b, p. 2; and Ex. 6d, p. 5). However, all other indications
are that the loan was for the full $13,000. (See e.g., Ex's. 7b, p. 2:
20a, Ex. A, ¥ 11; 26). Apparently, Mr. Thorne's acccount

is in error.

45/ Carey Peck requested a waiver of his personal reporting
responsibility in January, 1978.
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This reguirement was stated in the instructions on the back
of the reporting schedule then in use:

LINE 13--DEBTS AND OBLIGATIONS OWED BY THE CANDIDATE/
COMMITTEE

[I1]f a candidate has personally received a
loan, which in turn is loans [sic] to the
committee for use in the campaign, and has
obtained a waiver of reporting requirements,
the candidate's principal campaign committee
must disclose all information with respect
to that debt.

ADDITIONAL EXPLANATION ABOUT THE SPECIFIC MANNER IN WHICH
LOANS TO A POLITICAL COMMITTEE MUST BE DISCLOSED ON SCHEDULE C,
FEC FORM 3, AS ®"DEBTS AND OBLIGATIONS."®

In addition, certain other information about
each loan to a political committee must be
entered on Schedule C in the box entitled
NATURE OF OBLIGATION (Details of Debt): . . .
(2) more specific identification of the
original source of the loan if there is any
intermediary. For example, if a candidate
obtains a loan from a bank and, in turn,
loans the money to his or her principal
campaign committee, then the committee must
disclose both the candidate and the bank
as sources of the loan. The bank must be
listed as the original source of the loan
and the candidate listed as an intermediary.
(Schedule C, FEC Form 3, revised January, 1978).

However, this reporting obligation was not clearly specificed
in either former 2 U.S.C. § 434(b)(5) or former 11 C.F.R.

- § 104.2(b)(5). Former 11 C.F.R. § 104.2(b)(5) states that
each loan over $100 to a political committee or to a candidate
or his authorized committee shall be reported together with
the identification of each lender, endorser or guarantor.

The requirement that a committee report the source of a
loan from the candidate has been made explicit with the
1979 amendments to the Act. 2 U.S.C. § 432(e)(2) and
11 C.F.K. § 101.2(a) specify that when a candidate receives
any loan for use in connection with his campaign he shall
be considered as having received the loan as an agent of
his authorized committee, and 2 U.S.C. § 434(b)(3)(E)
and 11 C.F.R. § 104.3(a)(4)(iv) regquire the committee to
disclose the identification of any person that makes a
loan to the committee or to the candidate acting as the
agent of the committee. Additionally, the instructions on the
new schedule for reporting loans further clarify this
requirement. (See Report of Receipts and Disbursements for
an Authorized Committee, Schedule C, revised 3/80).
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Prior to the 1979 amendments to the Act there was
widespread confusion about the extent of the disclosure
obligation in reporting loans from candidates, despite
the instructions on the back of the reporting schedule.
Indeed, it is arguable that the statute and regulations
did not expressly require the committee to report the
original source of the loan (the bank). Accordingly,
the Office of General Counsel recommends that the Commission
take no action with regard to this allegation. However,
it appears that the loan from Carey Peck to the committee
remains outstanding. (See Carey Peck for Congress, 1980 Year
Year End Report, Schedule C, p. 1 of 1, line 10). Therefore,
the Office of General Counsel recommends that the notification
letter to counsel for Carey Peck, the Committee, and current
committee officials contain instructions on the proper reporting
of candidate loans. Furthermore, the letter should request
the amenament of reports filed after the effective date of.
the most recent amendments to the statute and regulations
to indicate the bank as the source of the loan. (See proposed
letter to Jules Radcliff). 46/

46/ Congressman Dornan does not raise in any of his complaints
the issue of a similar reporting violation with regard to
Senator Stewart's loan of $22,000 to Friends of Donald Stewart
to enable the committee to repay Dennis. (See Ex's. 1-3).

The July 10, 1979 report for Friends of Donald Stewart discloses
a loan to the committee of $22,000 from Senator Stewart on

May 11, 1979, the date on which the return to Dennis was made.
(See Ex. 29, Schedule C, p. 1 of 2, line 13). The obligation
is characterized merely as: "Candidate's Personal Loan to
Committee." (Id.). However, an article cited by Congressman
Dornan reports that a banker in Anniston, Alabama, stated

in an affidavit that Stewart had borrowed $22,000 from the

bank which was deposited in the account of the campaign
committee. (Ex. 14, p. 1). The banker further stated that the
loan has since been repaid in full. (Id.). The article also
reports that Senator Stewart's campaign repaid him and he
repaid the bank. (Id., p. 2).

According to the committee's 1979 October Quarterly Report,
the loan was repaid in full in 1979, i.e., before the effective
date of the amendments to the statute and regulations.
Furthermore, the most recent report filed by Friends of
Donald Stewart indicates no outstanding loans from the
campaign committee to Stewart. (See Friends of Donald
Stewart 1960 Year End Report, p. 2). In light of the above
discussion, the Office of General Counsel recommends that
the Commission take no action regarding the omission of
any reference to the bank in the Stewart reports. Because
the committee repaid the loan in 1979 and filed no reports
regarding the loan after the effective date of the amend-
ments, there is no reason to request the amendment of any
committee reports.
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Possible violations by James H. Dennis, Sr., in connection
with contributions to the campaigns of Donald Stewart
ana Carey Peck

a. Possible violations related to the Peck campaign

In the MUR 1331 complaint Congressman Dornan alleges
violations by James Dennis for his part in the alleged
sham refund transaction with Carey Peck. (Ex. 2, p. 2).
Aaditionally, the sham refund allegation made in MUR 1332 with
regard to the Peck campaign would indicate possible
correlative violations by Dennis. 47/ The alleged transaction
would constitute violations by Dennis of 2 U.S.C. § 441lg for
making excessive cash contributions and of 2 U.S.C. § 44la(a)
(1)(A) for making contributions in excess of $1,000 per
election. However, for all the reasons discussed at length
with regard to the Peck campaign, there is no merit to
this allegation.

Congressman Dornan's allegations against the Peck
campaign in MUR 1332 concerning a possible knowing acceptance
of illegal contributions also indicates possible correlative
violations by Dennis. HKowever, such violations in connection
with Peck's 1978 campaign by contributing in the names of
others (§ 441f), making excess cash contributions (§ 441g), and
making excessive contributions (§ 44la(a)(l)(A)), are the
violations previously dealt with in MUR 970 and made the subject
of the conciliation agreement between Dennis and the Commission.
(See Ex. 12, p. 4). The other alleged violations with regard
to the Peck campaign in MUR 1332 concern reporting violations,
and there would be no related violations by Mr. Dennis.

b. Possible violations by Dennis related to the Stewart
campaign

In the MUR 1331 complaint Congressman Dornan alleges
violations of 2 U.S.C. §§ 44la(a)(l)(A), 441f and 441g by
James Dennis for $3,000 in excessive contributions tc the
Stewart campaign as indicated by the article by Peggy Roberson
in the Alabama Journal. (Ex. 2, pp. 1-2; see also Ex. 14).
Additionally, the related allegation with regard to the Stewart

47/ The response on behalf of Mr. Dennis with regard to all
of these matters merely states: "Mr. Dennis has no statement
to make concerning the allegations of Congressman Dornan
except that they are untrue and are based on surmise and con-
jecture and not on fact." (Ex. 30).
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Stewart campaign in MUR 1329, would indicate possible correlative
violations by Dennis. However, as discussed with regard

to the reciprocal alleged violations by the Stewart campaign,

the allegations are unclear and the article which forms

the basis for them does not appear particularly reliable.

(See pp. 7 and 10, supra; Commission Memorandum No. 633).
Moreover, as discussed previously,( see p. 10), the allegations
fall within the ambit of the MUR 970 investigation.

Congressman Dornan's allegations concerning the
acceptance of cash by the Stewart campaign and the sham
refund with the Stewart campaign wculd indicate possible
correlative violations by Dennis, except that such
allegations are not substantiated for the reasons discussed
previously. Finally, any correlative violations by Dennis
with regard to allegations of the acceptance of corporate
contributions and the knowing acceptance of illegal contributions
by the Stewart campaign, would be barred by his conciliation
agreement with the Commission. .

RECOMMENDATIONS

1. Merge MURs 1329, 1331 and 1332.

2. In connection with the allegations of sham refunds by the
Stewart and Peck campaigns, $3,000 in additional contributions
to the Stewart campaign, and other matters involving James H.
Dennis, Sr., find no reason to believe that James H. Dennis, Sr.,
violated 2 U.S.C. §§ 44la(a)(l)(A), 441f, or 441qg.

3. In connection with the allegation of acceptance of $11,000
in cash contributions, f£ind no reason to believe that Senator
Donald Stewart, James H. Stewart, Jr., or Friends of Donald
Stewart violated 11 C.F.R. § 110.4(c)(2).

4. In connection with the allegation of knowing acceptance

of $1,150 in corporate contributions, f£ind no reason to believe that
Senator Donald Stewart, James H. Stewart, Jr., or Friends

of Donald Stewart violated 2 U.S.C. § 441b.

5. In connection with the allegation of knowing acceptance

of $3,000 in excessive contributions, find no reason to believe that
Senator Donald Stewart, James H. Stewart, Jr., or Friends

of Donald Stewart violated 2 U.S.C. § 44la(f) and 11 C.F.R.

§ 110.9(a), 2 U.S.C. § 441f, 11 C.F.R. § 110.4(c)(2), or

former 11 C.F.R. § 103.3(b).

6. In connection with the allegation of knowing acceptance

of $22,000 in illegal contributions and failure to promptly return
apparently illegal contributions, find no reason to believe

that Senator Donald Stewart, James H. Stewart, Jr., or Friends

of Donald Stewart violated 2 U.S.C. § 441f, 2 U.S.C. § 44la(f)

and 11 C.F.R. § 110.9(a), or former 11 C.F.R. § 103.3(b).




7. In connection with the allegation of engaging in a
sham refund of $22,000, find no reason to believe that
Senator Donald Stewart, James H. Stewart, Jr., or Friends
of Donald Stewart violated 2 U.S.C. § 44la(f) and 11 C.F.R.
§110.9(a), 11 C.F.R. § 110.4(c)(2), or former 11 C.F.R.

§ 103.3(b).

8. Take no action with regard to the failure of Friends
of Donald Stewart to report a bank loan to Donald Stewart
as the underlying source of a loan by Donald Stewart

to Friends of Donald Stewart.

9. In connection with the allegation of engaging in a
sham refund of $13,000, find no reason to believe that
Carey Peck, Carey Peck for Congress, Terry Pullan, Michael
Gordon or Stanley R. Caidin violated 2 U.S.C. § 44la(f)
and 11 C.F.R. § 110.9(a), 11 C.F.R. § 110.4(c)(2), or
former 11 C.F.R. § 103.3(b).

10. In connection with the allegation of knowing acceptance

of $§12,000 in illegal contributions and failure to promptly return
apparently illegal contributions, find no reason to believe

that Carey Peck, Carey Peck for Congress, Terry Pullan,

Michael Gordon or Stanley R. Caidin violated 2 U.S.C. § 441f,

2 U.S.C. § 44la(f) and 11 C.F.R. § 110.9(a), or former

11 C.F.R. § 103.3(b).

11. In connection with the allegation of failure to report

any endorser or guarantor of a loan, find no reason to believe

that Carey Peck, Carey Peck for Congress, Terry Pullan, Michael
Gordon, or Stanley R. Caidin violated former 2 U.S.C. § 434(b)(5) and
former 11 C.F.R. § 104.2(b)(5) or 2 U.S.C. § 44la(f) and 11 C.F.R.

§ 110.9(a).

12. Take no action with regard to the allegation of violation
of former 2 U.S.C. § 434(b)(5) and former 11 C.F.R. § 104.2(b)(5)
by failure to report a bank loan to Carey Peck as the underlying
source of a loan by Carey Peck to Carey Peck for Congress.

13. Send attached letters.

14. Close the file on these matters.
Attachments

1. Appendix I - Summary of MUR 970

o Appendix II- Table of Exhibits and Exhibits
3. Proposed letters = 5




BEFORE THE FEDERAL ELECTION COMMISSION

MURS 1329, 1331, 1332

CERTTIFICATION

I, Marjorie W. Emmons, Recording Secretary for the Federal

Election Cammission's Executive Session on June 23, 1981, do hereby certify

that the Camission took the following actions in the above-captioned matter:

I

Decided by a vote of 5-0 to merge MURS 1329, 1331, and 1332.

Camissioners Aikens, Harris, McGarry, Reiche, and Thomson
voted affirmatively for the decision. Caommissioner Tiernan
was not present at the time of the vote.

Decided by a vote of 4-1 that in connection with the
allegations of a sham refund by the Stewart campaign,

$3,000 in additional contributions to the Stewart
campaign, and other matters involving James H. Dennis, Sr.,
to find no reason to believe that James H. Dennis, Sr.
violated 2 U.S.C. §§44l1a(a) (1) (A), 441f, or 441q.

Camuissioners Aikens, McGarry, Reiche, and Thamson wvoted
affirmatively for the decision; Commissioner Harris
dissented; Cammissioner Tiernan was not present at the time
of the vote.

Decided by a vote of 5-0 that in connection with the
allegation of acceptance of $11,000 in cash contributions
to find no reason to believe that Senator Donald Stewart,
James H. Stewart, Jr., or Friends of Donald Stewart
violated 11 C.F.R. §110.4(c) (2).

Camissioners Aikens, Harris, McGarry, Reiche, and Thamson
voted for the decision. Cammissioner Tiernan was not present
at the time of the vote.




Certification for MURS 1329, 1331, and 1332

June 23, 1981

4.

Decided by a vote of 4-1 that in connection with the
allegation of knowing acceptance of $1,150 in corporate
contributions to find no reason to believe that
Senator Donald Stewart, James H. Stewart, Jr., or
Friends of Donald Stewart violated 2 U.S.C. §441b.

Camissioners Harris, McGarry, Reiche, and Thamson
voted affirmatively for the decision; Commissioner
Aikens dissented; Camissioner Tiernan was not present.

Decided by a vote of 5-0 that in connection with the
allegation of knowing acceptance of $3,000 in excessive
ocontributions, to find no reason to believe that

Senator Donald Stewart, James H. Stewart, Jr., or Friends
of Donald Stewart violated 2 U.S.C. §44la(f) and 11 C.F.R.
§110.9(a), 2 U.S.C. §441f, 11 C.F.R. §110.4(c) (2), or
former 11 C.F.R. §103.3(b).

Camnissiors Aikens, Harris, McGarry, Reiche, and Thomson
voted affirmatively for the decision; Commissioner Tiernan
was not present.

Decided by a vote of 5-0 that in connection with the
allegation of knowing acceptance of $22,000 in illegal
contributions and failure to pramptly return apparently
illegal contributions, to find no reason to believe that
Senator Donald Stewart, James H. Stewart, Jr., or Friends
of Donald Stewart violated 2 U.S.C. §441f, 2 U.S.C. §44la(f)
and 11 C.F.R. §110.9(a), or former 11 C.F.R. §103.3(b).

Cormissioners Aikens, Harris, McGarry, Reiche, and Thamson
voted affirmatively for the decision; Commissioner Tiernan
was not present.

Decided by a vote of 5-0 that in connection with the allegation
of engaging in a sham refund of $22,000, to find no reason to
believe that Senator Donald Stewart, James H. Stewart, Jr., or
Friends of Donald Stewart violated 2 U.S.C. §44la(f) and

11 C.F.R. §110.9(a), 11 C.F.R. §110.4(c) (2), or former 11 C.F.R.
§103.3(b).

Camissioners Aikens, Harris, McGarry, Reiche, and Thamson
voted affirmatively for the decision; Cammissioner Tiernan
was not present.

Continued




Certification for MURS 1329, 1331, and 1332

June 23, 1981

8.

12.

Decided by a vote of 5-0 to take no action with regard to
the failure of Friends of Donald Stewart to report a bank
loan to Donald Stewart as the underlying source of a loan
by Donald Stewart to Friends of Donald Stewart.

Camissioners Aikens, Harris, McGarry, Reiche, and Thomson
voted affirmatively for the decision; Camissioner Tiernan
was not present.

Decided by a vote of 4-1 that in oconnection with the
allegation of engaging i1n a sham refund of $13,000, to
find reason to believe that Carey Peck, Carey Peck for
Congress, Terry Pullan, Michael Gordon and Stanley R.
Caidin violated 2 U.S.C. §44la(f) and 11 C.F.R. §110.9(a),
11 C.F.R. §110.4(c) (2), or former 11 C.F.R. §103.3(b).

Camissioners Aikens, McGarry, Reiche, and Thomson voted
affirmatively for the decision; Cammissioner Harris
dissented; Cammissioner Tiernan was not present.

Decided by a vote of 5-0 to reconsider the vote taken
on Number 9 above.

Failed by a vote of 3-2 to pass a motion that in connection
with the allegation of engaging in a sham refund of
$13,000,to find reason to believe that Carey Peck, Carey
Peck for Congress, Terry Pullan, Michael Gordan and
Stanley R. Caidin violated 2 U.S.C. §44la(f) and 11 C.F.R.
§110.9(a), 11 C.F.R. §110.4(c) (2), and former 11 C.F.R.
§103.3(b).

Camissioners Aikens, Reiche, and Thamson voted affirmatively;
Commissioners Harris and McGarry dissented. Commissioner
Tiernan was not present.

Agreed by unanimous consent to suspend further voting and
continue consideration of this case at the FEC Executive
Session of June 30, 1981.

Attest:

June 23, 1981 /7%4./—0{/,0 &/W

Date

( Marjorie W. Emmons
Secretary of the Cammission




FEDERAL ELECTION COMMISSION

WASHINGTON, D C 20463

MEMORANDUM TO: CHARLES STEELE {66>

FROM: MARJORIE W. EMMONS /JODY CUSTER ¥ (-
OFFICE OF THE SECRETARY TO THEYCOMMISSION

DATE: JUNE 16, 1981
SUBJECT: ADDITIONAL OBJECTION - MURs 1329, 1331, 1332,
First General Counsel's Report, dated 6-12-81:
Received in 0OCS, 6-12-81, 10:41
You were notified previously of an objection by
Commissioner Reiche.
Commissioner Harris submitted an additional objection
at 4:43, June 15, 1981.

This matter will be discussed in executive sessicn

on Tuesday, June 23, 1981.




FEDERAL ELECTION COMMISSION

WASHINCTON, D C 20463

MEMORANDUM TO: CHARLES STEELE

FROM: MARJORIE W. EMMONS/JODY CUSTERg}ﬁ:/
DATE: JUNE 15, 1981
SUBJECT: OBJECTION - MURs 1329, 1331, 1332 First

General Counsel's Report, dated 6-12-81;
Received in OCS, 6-12-81, 10:41

The above-named document was circulated on a 48

hour vote basis at 2:00, June 12, 1981.

Commissioner Reiche submitted an objectioh at 4:08,

June 15, 1981.
This matter will be placed on the Executive Session
Agenda for Tuesday, June 23, 1981. A copy of Commissioner

Reiche's vote sheet with comments is attached.

Attachment:
Vote sheet




June 12, 1981

MEMORANDUM TO: Marjorie W. Emmons
FROM: Phyllis A. Kayson
SUBJECT: MURs 1329, 1331, 1332

Please have the attached Pirst General Counsel's

Report distributed to the Commission on a 48 hour tally

basis. Thank you.

Attachment
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FEDERAL ELECTION COMMISSION :~ b s rEe TRRY

1325 K Street, N.W. oMb Solh
SENS| Washington, D.C. 20463
| JUN T2 alg: d1

FIRST GENERAL COUNSEL'S REPO%T

DATE AND TIME OF TRANSMITTAL MUR #_1329, 1331, 1332
BY OGC TO THE COMMISSION  6-12-81 DATE COMPLAINTS RECEIVED
BY OGC Oct. 31, Nov.
and Nov. 4, 1553, respec-
tively
STAFF MEMBER Cauman

COMPLAINANT'S NAME: Congressman Robert K. Dornan

RESPONDENTS' NAMES: James H. Dennis, Sr. (MURs 1329, 1331, and 1332)
Senator Donald Stewart (MURs 1329 and 1331)
Friends of Donald Stewart (MURs 1329 and 1331)
James H. Stewart, Jr. (MUR 1329)
Carey Peck (MURs 1331 and 1332)
Carey Peck for Congress (MURs 1331 and 1332)
Stanley Caidin (MUR 1332)
Michael Gordon (MUR 1332)
Terry Pullan (MUR 1332)

RELEVANT STATUTES AND REGULATIONS: 2 U.S.C. § 44la(f) and 11 C.F.R.

§ 110.9(a), 2 U.S.C. § 441f, 2 U.S.C. § 441b, 2 U.S.C. § 441g,

11 C.F.R. § 110.4(c)(2), former 11 C.F.R. § 103.3(b), 2 U.S.C. § 441a
(a)(1)(A), former 2 U.S.C. § 434(b)(5) and:- former 11 C.F.R. § 104.2(b)(5)

INTERNAL REPORTS CHECKED: Friends of Donald Stewart (1977-present);
Carey Peck for Congress (1978-present); MUR 970 (closed)

FEDERAL AGENCIES CHECKED: NONE

SUMMARY OF ALLEGATIONS

The three complaints filed by Congressman Dornan
allege several violations of the Act and regulations arising
from contributions by James H. Dennis, Sr., to the 1978
campaigns of Senator Donald Stewart and Carey Peck. Contri-
butions by Dennis to the two campaigns were the subject
of MUR 970 which was closed after the Commission learned that
Senator Stewart's campaign returned $22,000 to Mr. Dennis and
Carey Peck's campaign returned $13,000 to Mr. Dennis, and after
Mr. Dennis entered into a conciliation agreement containing
an $18,000 civil penalty provision.

The central allegations of the current complaints are that
Stewart and Peck engaged in sham returns of the contributions




by bennis and that the Stewart and Peck campaigns knew

that the contributions by Dennis were illegal when they

were received. With regard to the Stewart campaign,

Congressman Dornan also alleges the acceptance of $1,150 in
corporate contributions which were never refunded to Mr. Dennis,
the acceptance in 1978 of six additional contributions made by
Dennis in the names of others, and the acceptance of cash
contributions in excess of $100. With regard to the Peck
campaign, Congressman Dornan further alleges the improper reporting
of the source and gquarantors of a $13,000 loan made by Carey Peck
to enable the Peck Committee to refund Dennis' contributions.

Separated by complaint, the allegations appear to involve
the tollowing statutory and regulatory provisions:

MUR 1329 - Alleged violations by Senator Donald Stewart,
his principal campaign committee, Friends of Donald
Stewart, and J.H. Stewart, Treasurer, of 2 U.S.C.

§ 44la(f) and 11 C.F.R. § 110.9(a), 2 U.S.C. § 441f,

2 U.S.C. § 441b, 11 C.F.R. § 110.4(c)(2) and former

11 C.F.R. § 103.3(b).

MUK 1331 - Alleged violations by James H. Dennis, Sr.
of 2 U.S.C. 8§ 44la(a)(l)(A), 441f and 441lg.

MUR 1332 - Alleged violations by Carey Peck, Friends of

Carey Peck, and officials of Friends of Carey Peck of

2 U.S.C. § 441f, 2 U.S.C. § 44la(f) and 11 C.F.R. § 110.9(a),
former 11 C.F.R. § 103.3(b), and former 2 U.S.C. § 434(b)(5)
and former 11 C.F.R. § 104.2(b)(5). 1/

L/ Congressman Dornan includes several other statutory and
regyulatory provisions among his allegations. However, these

other provisions are inapposite for various reasons. For

example, Congressman Dornan alleges in each complaint a

violation of Title 26, United States Code. Clearly, the sections
cited pertailn only to presidential matters. Congressman Dornan
also refers to violations of 2 U.S.C. § 44la(a)(l)(A) and

11 C.F.R. § 110.1(a)(l) by the recipient candidates and committees,
when in fact 2 U.S.C. § 44la(f) and 11 C.F.R. § 110.9(a) are the
relevant provisions. He cites 2 U.S.C. § 441g for a violation by
the Stewart campaign, when actually 11 C.F.R. § 110.4(c)(2) is

the provision which concerns the receipt of cash contributions.

Le also cites the present version of the statute, 2 U.S.C. § 434
(b)(3)(L), when in fact the former provision, § 434(b)(5), would be
applicable. Finally, he cites 2 U.S.C. § 432(i) and 11 C.F.R.

§ 1lu4.7(b) tor violations by the Peck campaign, even though they
ao no nore than refer to the standard of good faith which can
negate a violation. The General Counsel has relied on the evidence
provided by Congressman Dornan to determine which statutes and
requlations the allegations actually cover. Where appropriate,

the correct provision has been substituted.




FACTUAL AND LEGAL ANALYSIS

The complaint initiating MUR 1329 was filed by
Congressman Dornan on October 31, 1980, the complaint
initiating MUR 1331 was filed on November 3, 1980, and
the complaint initiating MUR 1332 was filed on November 4,
1980. 2/ (Exhibits 1, 2 and 3, respectively.). 3/ Responses
have been received from all respondents.

In the opinion of the General Counsel there are a
number of reasons for dismissing these complaints and
finding no reason to believe that the various respondents violated
the Act. One of the grounds for dismissal relevant to both MURs
1329 and 1332, was raised in the response to MURs 1329 and 1331
on behalf of Senator Donald Stewart, James H. Stewart, Jr., and
Friends of Donald Stewart. (Ex. 8) (hereinafter referred to as
*Stewart response®”). It is asserted in this response that
MUR 1329 should be dismissed because the complaint was not
sworn to by the complainant (Id., p. 3). No other respondents
make this argument. However, because this argument raises
a threshold issue, i.e., the technical sufficiency of the
complaints, we will address the issue as it applies to all
three complaints.

Examination of MURs 1329, 1331, and 1332 indicates that,
on the complaint filed in MUR 1331, the notary certified that
it was "subscrbed and sworn to" before him, but that, on the
complaints in MURs 1329 and 1332, the notary merely certified
that Congressman Dornan "acknowledged that he executed the
[complaint]." (Compare Ex. 2, p. 3, with Ex. 1, p. 7, and Ex. 3,
p. 1Y). Further examination of MURs 1329 and 1332 indicates
that neither complaint has been certified as true under penalty
of perjury. (See Lx's. 1 and 3). Consistent with procedures approved
by the Commission on February 26, 1981, it would be appropriate to

2/ Congressman Lornan structured his complaints as three
separate complaints each directed at a aifferent set of

persons, 1i.e., the Stewart campaign and related individuals,

James Dennis, and the Peck campaign and related individuals.
However, in providing the Commission with additional materials
relevant to his complaints, he did not always identify the
complaint for which material was being submitted. (Compare Ex's. 4
and va with Ex's. 5 and 7). The three complaints are being analyzed
together, both to clarify any allegations incomplete in any one
conplaint and to utilize all information provided by all sources
in analyzing the complaints which contain related parties and
allegations. Wwe recommend that the Commission formally merge MURs
1329, 1331, and 1332 for administrative convenience.

S Lxhibits will hereinafter be referred to as "Ex." Many documents
which relate to this report, such as the complete MUR 970 closed

tile and complete reports filed with the Commission by the Stewart

and Peck campaigns, are not included as exhibits, but are available
tor review in the General Counsel's office. These latter files all
are a matter ot public record.
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give the complainant 15 days to cure the defects of the two
unsworn complaints. However, in the opinion of the

General Counsel there are reasons for dismissing all three
complaints on their merits, thereby obviating the need for
notifying both the complainant and the respondents of the
technical deficiencies of two of the complaints.

There are certain common issues relevant to examination
of the various allegations. Because these matters concern
allegations related to closed MUR 970, a pervasive question
involves the extent to which that investigation precludes further
investigation in the current MURs. A related question involves
the type and extent of evidence necessary to re-examine a
matter. Much of the evidence comes from newspaper articles
or from the statements of persons who are hardly disinterested
witnesses. Moreover, in many instances the statements involved
were made months if not years after the events in question.

The various allegations against each respondent will
be reviewed one by one. 1In some instances the reasons for
the General Counsel's recommendation of dismissal are related
to the responses submitted by respondents. Therefore, the
responses will be discussed in detail as appropriate in the
course of reviewing the allegations.

Alleged violations by Senator Donald Stewart, James H.
Stewart, Jr., and Friends of Donald Stewart

a. Alleged violation by acceptance of cash contributions

In MUR 1329 Congressman Dornan alleges, based on the
U.S. Attorney's referral to the Commission in MUR 970,
that Friends of Donald Stewart may have accepted $11,000
in cash contributions from James Dennis. (Ex. 1, p. 6).
This would constitute a violation of 11 C.F.R. § 110.4(c)(2)
for failure to return to a contributor the amount of a cash
contribution in excess of $100.

The Stewart response does not discuss this allegation
specifically but states that the complaints in MURs 1329 and
1331 should be dismissed because the allegations in both MURs
have been "raised, investigated and resolved by the
Commission in 1979 in MUR 970." (Ex. 8, p. 1).

This specific allegation was dealt with in MUR 970,
and the Commission found no reasonable cause to believe
that James H. Dennis, Sr., violated 2 U.S.C. § 441lg and
11 C.F.R. § 110.4(c)(1), or that Friends of Donald Stewart
violated 11 C.F.R. § 110.4(c)(2). 4/ The MUR 970 record

4/ A thorough summary of the MUR 970 proceeding is attached
as an Appendix.




indicates that in his first communication to the Commission
notifying the Commission of the return of $22,000 to Mr. Dennis,
Jvames H. Stewart, Treasurer of Friends of Donald Stewart, stated
that neither he, Senator Stewart nor the Stewart Committee knew
when the $22,000 in contributions were received that the contributions
were improper. (Ex. 9, p. 1l). After receipt of notification from
the Conmission that the Committee may have violated 11 C.F.R.

§ 110.4(c)(2), the response on behalf of the Stewart Committee (a
letter dated July 2, 1979, referred to by Congressman Dornan in
his complaint, see Ex. 1, p. 6), states that none of the $22,000
contributed by uvames Dennis in the names of others was in cash.
(Cx. 10, p. 2). An affidavit of Mr. Dennis' dated June 4, 1979,
indicates that all monetary contributions to the Stewart campaign
were made by cashier's checks. (Ex. 1llb). The General Counsel's
report to the Commission dated August 9, 1979, stated: " [T]he

11 C.F.K. § 110.4(c)(2) violation allegedly committed by Friends
of Donald Stewart [was] unsubstantiated."

As the Commission has previously investigated this allegation
and found no reasonable cause to believe that Friends of Donald
Stewart violated 11 C.F.R. § 110.4(c)(2), and as Congressman
bornan has provided no evidence whatsoever concerning this allegation,
but merely cited the original allegation from the MUR 970 file,
it is the opinion of the General Counsel that there is no basis
tor reopening an investigation of this allegation. Therefore
the Office of General Counsel recommends that the Commission find
no reason to believe that Senator Stewart, J. H. Stewart or Friends
of Donald Stewart violated 11 C.F.R. § 110.4(c)(2).

b. Alleged violation by knowing acceptance of corporate
contributions




C. Alleyged violation by knowing acceptance of further
excessive contributions

In MURs 1329 and 1331 Congressman Dornan is apparently
alleging that Senator Stewart and his campaign committee
accepted $3,000 in excessive contributions from Dennis
over and above the $22,000 which was the subject of MUR 970
and which was returned to Dennis in May, 1979. (Ex. 1, pp. 2-3;
Ex. 2, pp. 1-2). The complaints in this regard are very unclear,
referring to six $500 tickets to a Stewart fundraiser purchased
by Dennis. (Id.). The complaints appear to allege alternately
that the contributions were made in cash or that they were made
in cashier's checks in the names of other persons. (Compare
Ex. 1, pp. 2-3 with Ex. 2, pp. 1-2). 1In MUR 1331 Congressman
Dornan states that he was told the contributions were made
in cashier's checks, but fails to identify the source of his
intormation. (See Ex. 2, p. 2). Congressman Dornan bases his
allegations on a newspaper article by Peggy Roberson which he
cites to the June 20, 1980, Montgomery Advertiser. Congressman
bornan failed to provide the Commission with a copy of -this
article. When the General Counsel's office finally obtained
the article through the Montgomery public library system,




it turned out to be an article in the June 19, 1980, Alabama
Journal. 5/

Specifically, the article contains the following state-
ment:

Dennis - who met Stewart early in the

1978 campaign through his attorney in
Birmingham - bought six $500-a-plate

tickets to a Stewart fundraiser in October
1978 at which Greqory Peck was the star
attraction, according to one of the hostesses.

"None of us knew him," she remembers,

"but we were delighted that he bought

so many tickets. They were difficult

to sell at that price and we didn't want

the dining room to look empty." (Ex. 14, p. 2).

Congressman Dornan's allegations would constitute a
violation of 2 U.S.C. § 44la(f) and 11 C.F.R. § 110.9(a)
for knowing acceptance of excessive contributions, of
2 U.S.C. § 441f for knowing acceptance of a contribution
maae by one person in the name of another, and possibly of
11 C.F.R. § 110.4(c)(2) and former § 103.3(b) for failure

S/ Congressman bDornan referred to ten newspaper articles in
the complaints in MURs 1329, 1331, and 1332, but initially
tailed to enclose any of these articles with his complaints.
See 11 C.F.R. § 111.4(d)(4). After receiving a written request
from the General Counsel's office to supply copies of these
articles, (Ex. 15), Congressman Dornan eventually supplied

the Commission with four of the cited articles, as well as five
articles not previously referred to. Further documentation

was sent to the Commission on Nov. 20, 1950, November 25, 1980,
Lecember 17, 1980, and January 28, 198l. (See Ex's. 4-7).
However, 2 of the articles were practically illegible. The
General Counsel's office has managed to obtain all of the
missing articles, assuming that we correctly identified an
article from the Birmingham Post Herald dated May 9, 1979,

as the article referred to by Congressman Dornan as coming

from the Birminghar Post Herald of August 9, 1979. See

pp. 11-12 intra, and footnote S on p. 12 infra.




to return the contributions.

The Stewart response provides several separate defenses
to these allegations. (See Ex. 8, pp. 2-3). It claims
that allegations based on the Peggy Roberson article are
deficient for failure by Congressman Dornan to provide
documentation required pursuant to 11 C.F.R. § 11l1.2 [sic]
(Id., p. 3).6/ It further claims that, as the article appears
inconsistent with the results of prior investigation, it
does not neet the substantive requirement of Commission
Memorandum No. 633 for complaints based on news articles. (Id.)

The Stewart response also reiterates that none of the
respondents have any knowledge of improper contributions by
Lennis to the Stewart campaign other than the $22,000
previously returned. (Id., p. 2). It asserts that the
Committee took all steps "reasonable and necessary" to
determine any improper contributions made by Dennis and to
return such contributions. The response states that attached
to the May <, 1979, letter from J. H. Stewart to Dennis,
were all FLC reports filed by the Friends of Donald Stewart
as of that date.

Dennis was asked to review those reports
and to identify any contributions that
were made by him in the name of another
ana any contributions which he made to
the campaign which were not disclosed in
those reports. (Id.).

All contributions identified as improper in Dennis' response
of iay 8§, 1979, were then promptly returned, according to the
Stewart campaign. (Id.).

The basis of the allegation that six $500
contributions were made by Dennis 1s not particularly
reliable. The newspaper article relies on the statement
ot a hostess for the fundraising event made over a year
ana a halt atter the event and after Dennis' contributions
to the Stewart campalgn had received considerable publicity.
The Stewart campalgn reports do not reflect any separate
$50U contributions by Wayne Moore, lielissa Dennis, and
James Dennis (the three people that Dornan refers to in
connection with this allegation). Congressman Dornan provides
no support for his assertion that one of the tickets to

6/ The Stewart response mistakenly refers to former 1Y C.F.R.

§ 11l1.2. The regulirement 1is now contained in 11 C.F.R. § 111.4
{d){«<), and the wording of the recgulation has been altered.




the fundraiser was for Wayne Moore, who apparently was Dennis'
father-in-law. (See Ex's. 1, p. 3; 2, p. 1). The mere fact
that Moore or Melissa Dennis may have attended the fundraiser
is not probative that Dennis purchased $500 tickets in their
names, for they had each purportedly made $1,000 contributions
to the Stewart campaign on September 11, 1978.

Again these allegations raise the issue of the extent
to which the Commission's consideration in MUR 970 of Dennis'
contributions to the Stewart campaign precludes further in-
vestigation of such contributions in the present MURs. While
the present allegations involve assertions not previously
before the Commission in MUR 970, they fall within the ambit
of the MUR 970 investigation. Where the Commission previously
investigated excessive contributions, contributions made in
the names of others and possible cash contributions by Dennis
to the Stewart campaign, and where the Commission found
reasonable cause to believe that Dennis violated 2 U.S.C.
88 441la and 441f (for excessive contributions made in
the narme of another) but did not find reasonable cause
to believe that Dennis violated either 2 U.S.C. § 441g or
11 C.FekR. § 110.4(c)(1) or that the Stewart campaign
violated 11 C.F.R. § 110.4(c)(2), the respondents are
entitled to rely on the Commission's action. Therefore, the
Office of General Counsel recommends that the Commission find
no reason to believe that Senator Stewart, J. H. Stewart or
Friends of Donald Stewart violated 2 U.S.C. § 44la(f) and
11 C.F.ke § 110.9(a), 2 U.S.C. § 441f, 11 C.F.R. § 110.4(c)(2),
or tormer 11 C.F.R. § 103.3(b). 7/

7/ 1he Alabama Journal article generally concerns

a Justice Department inquiry concerning the Stewart campaign.
(See Ex. 14). It refers to an alleged $1,000 cash contribution
tron Dennis to Stewart which a former newsman claims to have
witnessed. (ld., pp. 1=2). In his June 20, 1980, column in

1“he washington Post, Jack Anderson also discusses, inter alia,
the inquiry and the newsman's assertion. (See Ex. 16). Both
articles report Senator Stewart's recollection of the incident
as involving his receipt of a cashier's check from Dennis

at the bank rather than cash. (Id.; Ex. 14, p. 2). According
to the Anderson column, Stewart recalled waiting while Dennis
purchased the check with money he had just withdrawn. (Ex.
lb). Despite his references to both newspaper articles in

his complaints, Conyressman Dornan does not raise the allegation
ot acceptance of excessive cash contributions in this context.
(Bee Ex¥s. I=3). As the Commisslon hds previously deakt with
allegations ot cash contributions from Dennis to Stewart (see
pb. 4-5, supra), and as here the assertion is reported in

the context ot an investigation which has since terminated
clearing Senator Stewart of alleged criminal violations (see

p. <6 and footnote 14, p. 16, infra, and Ex. 7a), there appears
to be no reason to pursue this matter further.




d. Alleged violations by knowing acceptance of illegal contributions
and failure to promptly return apparently illegal contributions

Congressman Lornan further alleges that the Stewart
campaigyn knew at the time of acceptance of contributions from
Uennis that such contributions were illegal and that the Stewart
canpaign should have promptly returned such contributions.

(Ex. 1, pp. 3-5). The Stewart response does not address these
specitic allegations. (See Ex. 8).

The allegation of knowing acceptance of illegal contributions
would involve a violation of 2 U.S.C. § 441f for knowing
accceptance of contributions made by one person in the names
of others and of 2 U.S.C. § 44la(f) and 11 C.F.R. § 110.9(a)
(see 11 C.F.R. § 110.1(a)(1l)) for knowing acceptance of
excessive contributions. The allegation that the Stewart
campaign should have promptly returned the contributions
might involve a violation ot former 11 C.F.R. § 103.3(b) for
failing to return contributions which appearea tc be illegal
within 10 ueys, or to deposit, report, and return them within
a reasonable period of time. &/

Congressman Lornan apparently bases his allegation of
knowing acceptance of illegal contributions on a newspaper
article which he refers tc as being in the Eirmingham Post
herald of August 9, 1979. (See Ex. 1, pp. 4-5). Again,
congressman Lornan failed to provide the Commission with the
cited article. Apparently Congressman Dornan meant to refer
to an article by Frank Morring, Jr., and Stewart Lytle which

b/ Congressman Lornan's complaint against the Stewart campaign,
as well as his complaint against the Peck campaign, obliquely
alleges that the recipients of the Lennis contributions should
have known c¢f the illegal nature of the contributions. This
assertion, however, coes nct state a violation cf the statute
or reygyulations.

The General Counsel dces not believe that former 11 C.F.R.
§ 1u3.3(b) or present 11 C.F.R. § 103.3(b) (reworded without
any substantive change) inposes a higher standard of care than
2 U.5.C. § 4411 or 2 L.S.C, § 44le(f), or permits the imposition
¢l liabi1lity more reacily than under those statutory provisions.
In order to trigyer the application of the regulation, the contri-
rtution nmust "appear toe be illegal." It wcula thus seem that
the conndttee involvee weuld have to have some basis for knowing
that it haa received ccntriktutions ana that the contributions were
LICKR SOneone oth.er than the purportec contributcrs in order to
apply the reculation in this instance. f1hils reguirement
¢f a basls rcr knowing the racts which constitute a violation
is virtually incgistinguisheble frcrm the standerdé which we believe
would be requilirea ftor tinding a violation tor Knowling acceptance
of an illegal contribution under 2 L.S.C. § 441f and 2 U.S.C.
§ 441a(t). See tederal Llecticn Commission v. California Medical
Assoclation, 502 r.Supp. 1So, 203-204 (cont'd. next page)
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appeared in the Birmingham Post Herald on May 9, 1979.

(Compare Ex. 1, pp. 4-5 with Ex. 9c). 9/ The Morring and Lytle
article forms part of the MUR 970 record, having been sent

to the Commission by the U.S. Attorney for the Northern
District of Alabama, by Mr. Salter (Mr. Dennis' attorney),

and by J.H. Stewart. Assuming that this is the article to
which Congressman Dornan meant to refer, he has again based

his allegation on the MUR 970 record and offered no new evidence
to justify reopening the investigation. In any event, there
are a number of other reasons for not proceeding on this
allegation.

8/ (cont'd.) (N.D. Cal. 1980), appeal docketed, No. 80-4616

(9th Cir., Apr. 6, 1981).
The explanation and justification of the regulation does

not indicate that the Commission intended the requirements of

§ 103.3(b) to impose a higher standard of care. The Commission

merely stated:

Contributions of questionable legality shall
be returned to the contributor or deposited while
the treasurer determines the validity of the contri-
bution.

Subsection (b) was added by the Commission at
the suggestion of many committees as a guide to the
proper handling of questionable contributions.

Communication Transmitting Proposed Regulations, H.R. Doc.
No. 94-293, 94th Cong., lst Sess. at 32 (1975). See also
Explanation _and Justification of Regulations, published by
the Commission, at 7 (1978).

9/ An inquiry to the Birmingham public library indicates no
articles on Donald Stewart in either the Birmingham Post
Herald or The Birmingham News for the period August 8-10,

1979. (Ex. 17). 1If Congressman Dornan's reference is meant
to be to an article other than that by Morring and Lytle
mentioned above, the burden is on him to come forward with it.
Moreover, if that is the case, the failure to provide the
article forming the basis of an allegation would make analysis
of the substantiality of the facts therein impossible. Under
the circumstances, a finding by the Commission of no reason

to believe would be appropriate with respect tc the allegation.
See 11 C.F.R. §§ 111.4(d)(3) and (4), and Commission Memorandum
No. 663.




The "facts" cited by Congressman Dornan
are not probative of past knowledge of acceptance of
illegal contributions. The Morring and Lytle article
described an investigation by Senator Stewart and his
campaign committee in the spring of 1979, into contributions
which earlier newspaper articles had identified as possibly
coming from James Dennis. (See Ex. 9¢, p. 1l). Congressman
Dornan cites the article in a piecemeal fashion 10/ and
speculates that the Stewart investigation into these
contributions as well as the manner of the investigation
indicates guilty knowledge of acceptance of illegal contri-
butions. (Ex. 1, pp. 4-5). The fact of such an investigation
by the Stewart campaign does not necessarily indicate any
sort of guilty knowledge. 11/ It is in fact consistent with
other indications in the MUR 970 record and with repeated
statements by the Stewart campaign both in MUR 970 and in
response to the instant complaint that neither Senator
Stewart, J. H. Stewart, nor the Friends of Donald Stewart
initially knew that the Dennis contributions were improper
and that when they verified the impropriety, the contributions
were promptly returned. (See pp. 5, 7, 9, supra; Ex's. 9, p. 1;
9¢, p. 1; 10, p. 2; 18a, p. 1; 8, p. 2). Dennis himself stated
in an affidavit submitted to the Commission on July 16, 1979,
*"Oother than Mr. Gurley and Mr. Shadix [two individuals to
whom Dennis allegedly loaned money] with regard to their two
respective contributions, none of the other individuals involved
and no other person outside of the purported contirbutors
[sic] had any knowledge of my actions." (Ex. 1l8a, p. 1).

Congressman Dornan also bases his allegation that
the Stewart campaign knew the $22,000 was from Dennis
on a combination of other alleged facts: that the cashier's
checks were all drawn on the same bank, that the checks were
sequentially numbered, that many of the contributions were
made on the same date, and that ten contributors shared the
same post office box. (See Ex. 1, pp. 3-5).

These facts alleged by Congressman Dornan are themselves
inaccurate in a number of instances. 1In his affidavit in the
MUR 970 file dated July 16, 1979, Mr. Dennis stated that the
money orders used to make contributions to the Stewart campaign
were purchased at various branches of the same bank, that he

10/ Congressman Dornan does not quote the article where it
states "Dennis said Stewart did not know the contributions
from the 19 individuals on his list were illegal." (Ex. 9¢c, p. 1).

11/ It is well settled that subsequent remedial measures are
inadmissible as evidence to prove culpable conduct in connection
with the event in guestion. See Fed. R. Evid. 407.




no longer could find copies of these money orders, and that

he thought they might have been destroyed in a fire.

(Ex. lBa, p. 1). 12/ The Commission did not obtain copies

of the checks from the bank, and presumably from questions
raised in his complaint, neither did Congressman Dornan.
Therefore, it is unclear whether or not the cashier's checks
were sequentially numbered. Examination of copies of cashier's
checks in the MUR 970 file used to make contributions to the
Peck campaiyn indicate that in that instance three checks were
sequentially numbered with one set of numbers and five other
checks were sequentially numbered with a completely different
set of numbers. (See Ex. 114, pp. 1-3). Where Dennis has stated
he obtained the checks used for contributions to the Stewart
campaign trom various branches of the bank (Ex. 18a, p. 1), it
is unlikely they would all be numbered in the same sequence.

Congressman Dornan's list of dates of contributions to
the Stewart campaign is incorrect in one instance. Congressman
Dornan lists 1l contributions from Dennis to the Stewart
Campaiyn on September 11, 1978. (See Ex. 1, p. 4). Both the
May 8, 1979, letter from Dennis to Stewart and the reports
of receipts and expenditures filed by Friends of Donald
Stewart indicate only nine contributions by Dennis on September 11,
1978, and two further contributions on September 18, 1978. (See
kx's. 90, p. 1; 19). With regard to the allegation that ten
contributors listed the same post office box as an address,
examination of reports filed by the Stewart committee indicates
differently. Other than Dennis, only Dennis' wife Melissa and
another woman named Rhonda Dennis are listed with this box
for a mailing address and two employees of Dennis, Max Gurley
and John Lee, are listed with the box as a business address.
(See Ex. 19). Their contributions were reportedly given over
a period ranging from February 2, 1976, to September 11, 1978.
(Id.; Ex. 9b). 1t would be placing a heavy burden on
a campaign committee which reportedly received contributions
trom over a thousand contributors to notice and place any
significance on a post office box address shared by five contri-
butors making contributions over a period of eight months.
It would be reasonable to assume that these contributors were
tamily or employees of a campaign fundraiser, and the similarity
of addresses, if noticed, would not necessarily raise any questions.

In effect, Congressman Dornan is asking the Commission
to tind a violation of the Act by the Stewart campaign based
on a standard of care for examination of campaign contributions

12/ 1n his affidavit Dennis initially refers to money orders
being used, but later refers to cashier's checks being
purchased. 1In light of the fact that Dennis definitely used
cashier's checks to contribute to the Peck campaign, it
appears likely that he intended to refer to cashier's checks,
rather than money orders, in his affidavit.




which is plainly inappropriate in the present set of
circumstances. See footnote 8, pp. 11-12, supra. 13/

The Office of General Counsel recommends that the
Commission find no reason to believe that Senator Stewart,
J. h. Stewart, or the Friends of Donald Stewart violated
2 U.S.C. § 441f, 2 U.S.C. § 44la(f) and 11 C.F.R. § 110.9(a),
or former 11 C.F.R. § 103.3(b).

e. Alleged violations by engaging in sham refund
of $22,000

Congressman Dornan alleges that Senator Stewart and
vames Dennis "engaged in the same check exchange charade
as he |bennis] did with Carey Peck." (Ex. 1, pp. 5-6). Without
reading the complaints in MURs 1331 or 1332 or some of the
newspaper articles submitted by Congressman Dornan dealing
with allegations in those complaints, this allegation by Congressman
bornan is unclear. An allegation incomplete without reference
to another complaint could be considered insufficient to
meet the standard of 11 C.F.R. § 111.4(d)(3) that a
complaint should contain a clear and concise recitation of
the tacts which describe a violation. Such insufficiency
could thus be considered grounds for the Commission finding,
on the basis of the allegation, no reason to believe that
a violation of the Act had occurred. However, as the
complaints filed by Congressman Dornan in MURs 1331 and 1332
provide information which clarifies this allegation somewhat,
we have evaluated the allegation on its merits. (See footnote 2,

supra).

13/ Congressman Dornan's reference to treatment of the 1976
LaRouche campaign (See Ex. 1, p. 3; Ex. 3, p. 5) is inapposite
for a number of reasons. In that instance the Commission was
dealing with presidential matching funds where requirements

tor submissions by candidates are different and where the
governmental interest in the use of public funds is intertwined.
Moreover, in that instance the Commission was confronted with
evidence of possible fraud perpetrated by the LaRouche campaign
as opposed to a mere failure by the campaign committee to
verity the propriety of contributions made by others. While
the checks referred to were for small amounts of money (necessary
tor certification of initial eligibility, see 26 U.S.C. §
9034(a)), they were all drawn on a New York bank and yet were
reported as coming from other states. Committee to Elect Lyndon
LaRouche v. Federal Election Commission, 613 F.2d 834 (D.C.

Cir. 197Y), cert. denied, 444 U.S. 1074 (1980).
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Analogizing from MURs 1331 and 1332, Congressman Dornan
is apparently alleging that although Friends of Donald Stewart
reported returning $22,000 to James Dennis by check, this
transaction was a sham in that Senator Stewart, or someone
on behalf of him or his campaign, actually received $22,000
in cash from Mr. Dennis in exchange for the refund check.

(See kx's. 2, pp. 2-3; 3, pp. 17-18; 5b; and 54).

This allegation raises the possibility of violations
of 2 U.S.C. § 44la(f) and 11 C.F.R. § 110.9(a) for knowing
acceptance of a contribution in excess of the limits of
2 U.S.C. § 44la(a)(l)(A) and 11 C.F.R. § 110.1(a)(l), of former
11 C.F.R. § 103.3(b) for failure to return an apparently
illegal contribution, and of 11 C.F.R. § 110.4(c)(2) for
failure to return a cash contribution in excess of $100.

The response submitted on behalf of Senator Stewart,
J. H. Stewart, and Friends of Donald Stewart flatly denies
this allegation. (kx. 8, p. 2). Enclosed as part of
the response is a copy of the front and back of the cancelled
check from the Committee to James H. Dennis in the amount
of $<2,6uL0, (Id., p. 4).

According to the complaint in MUR 1329, Congressman
Dornan bases this allegation on a statement made to him
by Mr. Dennis. (Ex. 1, p. 5). He provides no details
of either the alleged check exchange or of the circumstances
under which this information was told to him by Mr. Dennis.
(see 1d., pp. 5-6). This is a bare allegation. See 11 C.F.R.
$ 111.4(d)(3). 14/ Additionally, there is reason to doubt the

14/ 1In MUR 1332, in which Congressman Dornan submitted a
l9-page complaint devoted to the Peck campaign, there is a
two-sentence reference to the alleged U-turn of money to
Senator Stewart. (Ex. 3, p. 18). Because the allegation is
also covered in MUR 1329 which Congressman Dornan devoted to
the Stewart campaign and because the reference in MUR 1332

is so fleeting, Senator Stewart and his campaign committee

have not been named as respondents in MUR 1332. It should

be noted that in MUR 1332 Congressman Dornan alleges, referring
to a June 20, 1979, column by Jack Anderson, that Mr. Dennis
told the F.B.I. about the U-turn of money to Stewart. (Id.)
Again, Conygressman Dornan did not subnit the cited column to
the Commission; a check, made at the Library of Congress, of
the June 20, 1979, Jack Anderson column in The Washington Post,
indicates that the column bears no relevance whatsoever to

the Stewart campaign. (The column entitled "New Pieces in the
Iranian Prank", deals with Henry Kissinger's involvement in

the Iranian situation). A June 20, 1980, column by

Jack Anderson does refer to an F.B.I. investigation concerning
a sham refund by Stewart. (Ex. 16). However, as noted previously
at footnote 6, that investigation has since terminated.




credibility of James Dennis, the source of the allegation.

Mr. Dennis was convicted of defrauding Itel, a San Francisco
corporation of almost $1,000,000. As a felon convicted

of fraud, Dennis is not necessarily the most reliable of sources
under any circumstances. (See Fed. R. Evid. 609(a)(2)

which provides for impeachment of the credibility of a witness
by evidence that he has been convicted of a crime involving
dishonesty or false statement; similar provisions are common,
also, in state rules of evidence.).

There are particular reasons for doubting the
veracity of Dennis' statement in this instance. While Congressman
bornan provides no details of when this statement was made to
him, apparently (like the similar statement made about the alleged
Peck check charade), it was made while Dennis was imprisoned. 15/
Information submitted concerning Congressman Dornan's involvement
with Lennis while Dennis was imprisoned raises a serious question
about Dennis' motivation for statements made to Congressman
Dornan and thus raises a further question as to the reliability
of these statements. Additionally, an F.B.I. report of an
interview between Congressman Dornan and Dennis at the Talladega
Federal Correctional Institute while Dennis was imprisoned there,
indicates inconsistencies and innacuracies in statements by
Dennis concerning Carey Peck which further undermine the credibility
of statements purportedly made by Dennis about Senator Stewart.
(bee Ex. 4b).

Congressman Dornan's prison interview with Dennis took place
on April 30, 1980U; an F.B.I. agent, an assistant U.S. Attorney,
Mrs. Dornan, and a member of the Congressman's staff were also
present. (See Ex. 4b, p. 1). According to both the report of the
interview prepared by the F.B.I. agent and statements made by
Conyressman Dornan, Dennis told Congressman Dornan that after

15/ Congressman Dornan's complaints and the many newspaper
articles submitted in this matter indicate that Congressman
bornan's contact with James Dennis occurred primarily while
Dennis was in prison. (See, Ex's. 2, p. 2; 3, pp. 4, 6, 7,

17, 1&; 5b~d; but see Ex. 14, p. l). 1In one of the newspaper
articles submitted by him, Congressman Dornan is reported

as saying that his first personal contact with Dennis came

on April 21, 1Y50, when Dennis called him from prison. (Ex. 5b,
p. <). Another article submitted by Congressman Dornan reports
him as saying that after 3 months of contacts with Dennis,

on July 22, 1980, he informed Dennis that he no longer

wished to deal with him (Dennis). (Ex's. 5d(1l) and (2), p. 1).
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Carey Peck gave Dennis a $13,000 refund check, Dennis cashed

the check and returned the cash to Carey Peck as a loan. (See
Ex's. 4b, pp. 2, 3; 2, p. 2; 3, p. 17; 5d(1), p. 1; Se, P

4). 16/ The report described Dennis' statements in some detail:

DORNAN first asked DENNIS what he did with the
$13,000.00 that was refunded to him by CAREY PECK in mid-
June, 1979. DENNIS explained that he met CAREY PECK
at the office of PECK's attorney, JULES PATCLIFF, [sic]
in the Los Angeles, California area. DENNIS and PECK
went to somne unrecalled bank near RATCLIFF's office where
PECK had taken out a $13,000. personal loan a day or two
earlier. PECK gave DENNIS a $13,000 check payable to
LLNNIS which DENNIS immediately cashed at this
bank and DENNIS merely handed the $13,000.00 cash
over to PECK all in the same transaction. DENNIS
explained that it was understood that this $13,000.00
was paid by PECK to DENNIS as a refund for the
$13,000.00 paid into PECK's campaign fund during 1978,
which were illegal contributions....

DENNIS went on to explain that when he received
the $13,000.00 refund check from PECK in the bank in
California [sic] cashed the check and turned the cash back
over to PECK, he (DLNNIS) gave the cash to PECK as a
personal loan not to be put back into PECK's campaign
fund. NoO records, papers or documents were prepared
to substantiate this loan. PLECK has not repaid this
loan naae by DLNNIS to PECK and DENNIS has not
attempted tc collect on the loan. DENNIS noted that
PLCK used the $13,000.00 loan from DENNIS to pay off
the bank's loan to PECK. (Ex. 4b, pp. 2-3). (The entire
report 1s four payges). 17/

16/ Aaditionally, Mrs. Dornan and a member of Congressman
Dornan's staff reportedly have corroborated that Dennis

stated in the interview that he returned the cash to Peck.

(Ex's, 5d(1l), p. 1; 5d(2), p. 2). Newspaper accounts of
Congressman Lornan's description of what Dennis told him,

as well as the account in the complaint in MUR 1331, are generally
consistent with the F.B.I. report. (Compare Ex's. 5d(l),

pe 1; 5¢, p. 2; 2, p. 4 with Ex. 4b, pp. 2-3). However, there

are discrepancies in some details of Dennis' statements as
described by Congressman Dornan in the MUR 1332 complaint and

as reported by the F.k.I. agent. (See footnote 24 infra, page 22).

17/ The only direct references to the allegation of a sham

refund transaction concerning Senator Stewart in all of the
materials subniitted in this matter come in the complaints in

MUKs 1329 and 1332 and in newspaper articles reporting

the investigation of this allegation. (See Ex's. 1, pp. 5, 6;

3, p. 1lb; 14, p. 1; 16; 20a, Ex. E, p. 1). There is no such
reference in the report of this interview. (However see footnote 20,
intra, p. 20).




However, Dennis has since denied the truth of his
sham refund statements. (See Ex's. 5c, p. 1l; 5d(1), p. 1:
5e, p. 4; and 5f). 18/ 1In a letter to Gregory Peck, apparently
dated May 15, 1980 (two weeks after the interview with Congressman
Dornan), Dennis wrote of the April 30th interview:

He [Congressman Dornan] tried on several
ocassions [sic] to get me to say that
after Carey paid me the money back, that
I then proceeded to loan him the money
back. I said, "Congressman Dornan you
will not accept the plain truth of the
matter, but you appear to only want to
make headlines through eroneous [sic]
statements." (Ex. 5f, p. 2). 19/

In other instances subsequent to his prison
interview, Dennis has flatly denied returning the cash to
Carey Peck (kx's. 5¢c, p. 1; 5e, p. 4; 20a, Ex. D, p. 1 and
Ex. E, p. 4), and claims he made his April 30 statement as
part of a deal with Congressman Dornan to get better treatment
while in prison. (Ex's. 5c¢, p.l; 5d4(l), p. 2; 20a, Ex. E, p. 4).

Lnder the circumstances it is highly likely that,
without any impropriety on the part of Congressman Dornan,
Dennis maae self serving statements while dealing with a
United States Congressman. Various newspaper articles submitted
both by Congressman Dornan and on behalf of the Peck campaign
provide aiscrepant accounts of Congressman Dornan's role in
interviewing Dennis. (See Ex's. 5b, p. 2; 5d(l) and (2); 14, p.
20a, Ex. L, pp. 1-5). The F.B.I. report indicates:
"LURNAN explained to DENNIS that if DENNIS would tell the
truth about his dealings with CAREY PECK, then DENNIS could
count on DORNAN to vouch for DENNIS' character as a person
who 1s trying to be a better citizen." (Ex. 4b, p. 1).

There are turther indications that Dennis' statements
made during the course of his prison interview are not reliable.
hls account ot dealinyg with the Commission in MUR 970, as
aescrivea in the F.b.I. report, is clearly erroneous. According
to the report, when Dennis and his attorney Stephen Salter,
came to the Condiissicn, Dennis examined the Peck files at
the reqguest ot the thien General Counsel, William Oldaker.

187 [TIhere 15, one mewspaper artigle whilch reported that bDennis
aeniec naving even rnaae the statenment. (EXI S Al(EENR

19/ '1his letter was subnmitted bty Congressman Lornan.
Congressnan Dornan has not explained how he came to be
in possession cf a copy of letter from Lennis to Peck,
but as there is no e¢vidence to the contrary, we are
assuning that the letter 1s what it purports to be.
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DENNIS noticed several affidavits in the

FEC file supposedly signed by persons whose
names had appeared as payees on Cachiers
Checks given to PECK [FOIA deletion 20/]
DENNIS claims that these were forged
affidavits and that the payees on the checks
had neither been contacted by the FEC or
signed any affidavit about this matter.

(Ex. 4b, p. 3).

The 14Y77-78 files on the Peck campaign's reports of receipts
and expenditures were shown to Dennis when he and Mr. Salter
came to the General Counsel's office on June 1, 1979, to
discuss conciliation. These files contain nothing which

Mr. Dennis could reasonably have mistaken for forged affidavits
supposedly signed by persons in whose names contributions were
made to the Peck campaign. Similarly, the Stewart campaign's
reports of receipts and expenditures also contain nothing which
coulu reasonably be mistaken for forged affidavits. 21/

Another apparently inaccurate statement by Dennis in the
course of his prison interview was that Carey Peck had used
the 13,000 loan from Dennis to pay off his (Peck's) bank loan.
(See Ex. 4b, p. 3). Dennis' statement is contradicted
by newspaper accounts of statements by Carey Peck and an
official of City National Eank. (See Ex. 5¢, p. 2; see also
Ex. 7b, p. 2).

A further reason for doubting the credibility of the
statement purportedly made by Mr. Dennis regarding a sham
retund by the Stewart campaign is that, according to materials
subrnitted by Congressman Dornan, he no longer trusts Dennis
himselt. 22/ 7The cumulative documentation submitted by
Conyressman Dornan not only provides repeated indications

20/ ‘“here are deletions in the report here for Freedom

ot Information Act exemptions. Under the circumstances it
appears highly likely that the deletions contain references
to the Stewart campaign.

<l/ 7vhe F.B.I. report is not clear about what files
Dennis saw. (See Ex. 4b, pp. 3-4). However, even if he
had seen the MUR 970 file, it contained no affidavits as
of vune 1, 1979, and the only affidavits added later were
tron Dennis himself.

22/ According to an article by L. Reich & R.L. Jackson of
the Los Angeles Times:

The congressman [Dornan] says he had
reason to believe at the time that what
Dennis had told him about returning the
money might be true.

(cont'd. next page)
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of Dennis' lack of credibility with regard to the alleged
sham refunds; it creates a question as to the propriety of
Congressman Dornan basing perhaps the most serious
allegations in his complaints (that of the supposed check
U-turns by both Etewart and Peck) on the word of a man
whom he apparently does not trust. 23/

For all of the above reasons the Office of General
Counsel recommends that the Commission find no reason
to believe that Senator Stewart, J. H. Stewart, or the
Friends of Donald Stewart violated 2 U.S.C. § 44la(f) and
11 C.F.R. § 110.9(a), 11 C.F.R. § 110.4(c)(2) or former
11 ¢.F.R. § 103.3(b).

Alleged violations by Carey Peck, Carey Peck for Congress,
Terry Pullan, Michael Gordon and Stanley R. Caidin

a. Alleged violations by engaging in sham refund of
$13,000

As previously discussed with regard to alleged
violatons in connection with the Stewart campaign, in
MURs 1331 and 1332 Congressman Dornan alleges that Carey
Peck engaged in a sham check refund transaction with
James Dennis. (Ex. 2, pp. 2-3; Ex. 3, pp. 16-18). 1In
the MUR 1332 complaint Congressman Dornan recounts Dennis'
description of the alleged transaction in some detail.
(Ex. 3, p. 17). There are some discrepancies between the details
of bennis' statement as described in the MUR 1332 complaint
and the F.B.I. report. 24/ 1It is clear, however, that the
basic allegation is that Peck presented Dennis with a $13,000
check which Dennis cashed, returning $13,000 in cash to Carey
Peck.

22/ (cont'd.)

But Dornan said 10 days ago that he
had broken off contacts with Dennis,
convicted of fraud, after he had decided
Dennis could not be trusted.

And the congressman, turning his
copy of the FBI agent's report over to
The Times on Thursday in Washington, D.C.,
said that in view of Dennis' conflicting
stories, he is in no position to verify
what Dennis told him at Talladega. (Ex. 5¢c, p.1l;
see also kx's. 5b, p. 2; 5d4(2), pp- 1, 3).

23/ With regard to Stewart this allegation is apparently
based solely on Dennis' word. With respect to Peck, Congressman
Dornan presents other information in support of this allegation.
(See Ex's. 2, pp. 2, 3; 3, pp. 16-18; 7a, p. 2; 7¢c, p. 3).

24/ See next page for footnote.
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This allegation of a sham refund raises the possibility
of violations of 2 U.S.C. § 44la(f) and 11 C.F.R. § 110.9(a)
for knowing acceptance of a contribution in excess of the
limits of 2 U.S.C. § 44la(a)(l)(A) and 11 C.F.R. § 110.1(a)(1),
of former 11 C.F.R. § 103.3(b) for failure to return an
apparently illegal contribution, and of 11 C.F.R. § 110.4(c)(2)
for failure to return to a contributor the amount of cash
contribution in excess of $100.

It is not clear against which respondents the allegation
is directed. Congressman Dornan named as respondents in the
MUR 1332 complaint Carey Peck, Stanley Caidin (former Treasurer
of the Peck canpaign), Michael Gordon (current Treasurer of
the Peck campaign), and Terry Pullan (the campaign's manager).
Congressman Dornan did not specify in the complaint which
respondents he considered responsible for which alleged violations.
However, it appears that Congressman Dornan intends to extend the
instant alleged violation at least to Terry Pullan on

24/ According to the MUR 1332 complaint (filed approximately

five months after the interview with Dennis), Dennis waited in Peck's
lawyer's office while a loan was arranged for Carey Peck at

his father's bank. (Ex. 3, p. 17). The check was given to Dennis

at the lawyer's office and then "they" (it is unclear to whom "they"
refers) drove Dennis to the bank used by the Peck campaign (apparently
a different bank than "daddy's") where the check was cashed.

Dennis then went back to Peck's lawyer's office and there

presented Peck with $13,000 in cash. (Id.). According to the F.B.I.
report, however, Peck and Dennis met at Peck's lawyer's office and
then Peck and Dennis (apparently no other person was along) went

to the bank from which Peck had taken out a $13,000 loan in the

past couple of days. (Ex. 4b, p. 2). Peck gave Dennis a check for
$13,000 "which DENNIS immediately cashed at this bank and DENNIS
merely handed the $13,000 cash over to PECK all in n the same transaction."
(Id.) (emphasis adaed). There are also discrepancies between the
F.B.I. report and other statements by Dennis. (Compare Ex. 4b with
Ex's. 5f; 5a(l), p. 1; 20a, Ex. E., p. 4; see also discussion

at pp. 19-20, supra). Agent Deffenbaugh apparently dictated the
account of the interview on May 2, 1980, (2 days after the interview),
and it was transcribed on May 5, 1980. (Ex. 4b, p. 1). Given the
fact that the report was prepared soon after the interview, as well

as the common sense observation that Deffenbaugh's account was more
likely to be disinterested than that of either Dennis or Congressman
Dornan, the F.B.I. report probably represents the most accurate
version of the interview.




the basis of statements Pullan purportedly made to a reporter.
(See kx. 2, p. 2; Ex. 3, p. 17). 25/

The response on behalf of Carey Peck, Carey Peck for Congress,
Terry Pullan and Michael Gordon in MUR 1332 denies Congressman
Dornan's allegation of the existence of a sham refund transaction.
(Ex. 20a). Included as exhibits in the response are sworn
atffidavits from Carey Peck, Terry Pullan and Michael Gordon.

(I1d., Ex's. A, B, & C, respectively). Each affiant has stated that
Carey Peck for Congress refunded $13,000 to James Dennis on
June 14, 1979, and that he (the affiant) personally did not
receive in whole or in part the $13,000 allegedly returned by
Dennis in cash. (Id.). Each affiant has further stated that to
his knowledge Dennis never returned the refund or any other
money to the Committee or anyone even remotely connected with
the Peck campaign. (Id.) the response on behalf of Carey Peck
and Carey Peck for Congress in MUR 1331 is similar, including
another sworn affidavit by Peck to the same effect. (See

Ex. 20b and Ex. A).

As noted above, Congressman Dornan's allegation concerning
the sham refund transaction involving Peck is essentially
based on statements by Dennis, although Congressman Dornan
has alleged further corroborating evidence. 1In the opinion
of the General Counsel, Dennis is not a credible source on
which to base an investigation for all the reasons previously
discussed at length in connection with the similar allegation
concerning Senator Stewart. (See pp.l5-21, supra). It is this
very allegation concerning Peck on which Mr. Dennis has such
a poor recora for consistency. (Id.). Moreover, as discussed
supra at pages 17-1Y, it is clear that Dennis made this allegation
while in jail and that he has since claimed to have done so
as part of a deal with Congressman Dornan in an attempt to
better his conditions.

25/ 1t appears that Congressman Dornan does not intend for
this allegation to include Stanley Caidin, for in the MUR 1332
complaint he states that when he spoke with Mr. Caidin on
February 7, 1980, Mr. Caidin informed him that he had quit

the Peck campaign prior to the refund transaction and that
Caidin told Congressman Dornan that he had no idea of the
procedures used to allegedly return the $13,000. (Ex. 3, p. 17).
Moreover, Caidin's response in MUR 1332 has attached as an
exhibit a letter from Congressman Dornan to Caidin with regard
to the February 7, 1980, conversation. (See Ex. 2la, Ex. A).
In it Congressman Dornan states, "I was not surprised to learn
that you had no knowledge of the way the illegal $13,000 was
returned."
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Congressman Dornan's alleged corroborating information
is also insutficient to provide a basis for an investigation
of this allegation by the Commission, especially in light
of the respondents' submissions.

In both MURs 1331 and 1332 Congressman Dornan alleges
that Rick Cziment, a California reporter, learned from Terry
Pullan that the $13,000 never left California. (See Ex. 2,
p. 2; Ex. 3, p. 17). In MUR 1332 Congressman Dornan also
alleges that Cziment claims to have seen a copy of the
refund check and to have a photocopy of both the front
and back of the check. (Ex. 3, p. 17). Even if Cziment
did learn from Pullan that the money never left California
and even if he did claim to see the refund check and has
a xerox of the check, this is not probative information. 26/
The fact that the check may have been cashed in California
does not necessarily indicate that the cash was in fact given to
Peck or anyone involved with the Peck campaign. (See id.).
Carey Peck addresses this supposition in his affidavit in
MUR 1332 by denying the acceptance from Dennis of any part
of the refund and denying knowledge of any such acceptance
on the part of anyone even remotely connected with his campaign.
(Ex. 20a, Ex. A, ¥ 10).

Additionally, he states:

bornan's charge on this point is not only
wholly untrue but, to my knowledge, was
thoroughly investigated by the United States
Justice Department, which issued a statement
on September 19, 1980 indicating that there
was no substantiation to the charge. (Id.).

He also states:

It is my understanding that sometime after
leaving Mr. Radcliff's office, Dennis

cashed the check at a bank in Los Angeles.
Neither I nor anyone else from my committee
was with Dennis at that time. Why he cashed
the check when and where he did is a mystery
to me. (Id., Ex. A, ¥ 9).

26/ LEven less probative is the allegation that Peck threatened
to sue the Independent Journal, Cziment's newspaper. See

Ex. 2, p. 2; Ex. >, p. 18). 1If the reporter's allegation was
incorrect, there would be a legitimate reason for

threatening suit.
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Pullan refutes the statement attributed to him that the
money never left California by stating in his affidavit
that he has no idea "as to what Dennis may have done with
the refunded amount.® (Id., Ex. B, ¥ 6). 27/

In further corroboration of this allegation, among
others, Congressman Dornan submitted copies of "memoranda®
he obtained from the Department of Justice under the
Freedom of Information Act. (See Ex's. 7-7c). The memoranda
deal with investigations of Senator Stewart and Carey Peck
during the period of June through September of 1980. Sections
of the submitted material have been deleted, presumably by
the Department of Justice. (See id.) A few phrases in the
memoranda raise questions, but must be considered in context.

A memorandum dated June 18, 1980, concerns a request
by Congressman Dornan for an F.B.I. investigation into
possible criminal violations by Carey Peck concerning $12,000
in illegal campaign contributions made by James H. Dennis, Sr.,
to Peck's 1978 congressional campaign. (See Ex. 7c). 28/
It is noted in the memorandum that Dennis made conflicting
statements concerning the $12,000 and that in light of these
statements he was brought before a grand jury to testify under
oath on June 12, 1980. (Id. p. 2). Almost an entire page
of deletions follows. (Id. pp. 2-3). Presumably it refers to
bDennis' grand jury testimony.

The first legible sentence after the deletions states:

Donsanto has rendered the opinion that

the return of the cash to Peck does not

constitute a violation of election laws

or any other federal violation inasmuch

as the retund of the illegal campaign

contributions was made voluntarily by Peck. (Id. p. 3). 29/

27/ 1In this instance Congressman Dornan is relying on at
least second-hand hearsay for his information about the
information allegedly coming from Pullan. Additionally,
Congressman Dornan contradicts himself in MURs

1331 and 1332 about whether the information that the money
never left California was told directly to him by Cziment

or to his (Dornan's) campaign manager. (Compare Ex. 2, p. 2
with Ex. 3, p. 17).

28/ Note the memorandum refers mistakenly to contributions

to Congressman Carey Peck. (Ex. 7c, p. 1). 1Its not clear from
the context whether the reference is to the initial contributions
in 1978 by Dennis in the names of others, the alleged sham

refund transaction, or both.

29/ Examination of the original copy of this submission by
Congressman Dornan indicates that the underlining in the quoted
statement and any other sections of this exhibit was apparently
done by him. All other underlining in copies of exhibits sub-
mitted by Congressman Dornan has, also, apparently been done

by him.




Arguably, the reference to "the return of the cash to
Peck" suggests that Justice or the F.B.I. concluded that
Dennis did in fact return cash to Peck. That is the inference
Congressman Dornan apparently makes. However, it is just as
likely, in the General Counsel's view, that Justice or the F.B.I.
was speaking in hypothetical terms, i.e., that even if the refund
was returned to Peck in cash, there would be no violation.
In any event, implications and inferences based on this one
sentence are not an appropriate trigger for an investigation,
particularly in light of the surrounding circumstances.

A subsequent memorandum dated September 16, 1980, indicates
that on September 15, 1980, Craig Donsanto of the Public Integrity
section of the Justice Department advised that a review of the
investigation concerning James Dennis, Senator Stewart, and
Carey Peck "disclosed no basis for further investigation as the
matters had no prosecutive merit." (Ex. 7a, p. 1).

The memorandum states further:

Los Angeles is advised that the matter
concerning Cary [sic] Peck's receipt of
conduit contributions may be referred

by the DOJ back to the Federal Election
Commission for further resolution. (Id. p. 2).

The failure of the Justice Department to refer this matter
back to the FEC in the intervening seven months since Justice
apparently ended its investigation indicates that, on further
review, Justice decided there was no basis even for a referral.

Congressman Dornan places emphasis in MUR 1332 on the
fact that Dennis personally came out to Los Angeles to pick up
the refund check, pointing out that that is the only mode of
exchanging money which does not leave a paper trial of evidence.
(Ex. 3, p. 18). However, this amounts to pure speculation.

Congressman Dornan apparently finds significance
in the fact that Carey Peck has been reported in newspaper
articles as saying he became suspicious about contributions
from Dennis after learning about Dennis' legal problems
through a newspaper clipping service maintained by Gregory
Peck. (See Ex. 3, pp. 11, 16; see also Ex's. 6b, p. 2; 22).
Specifically, with regard to the allegation of a sham refund,
Congressman Dornan focuses on a reported statement by Carey
Peck that the $13,000 had been returned after Peck and his
father learned of Dennis' indictment in the Itel fraud case.
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(Bx. 3' Pe 17} See Ex. Gb' Pe 2). _3_0./

As Congressman Dornan correctly notes, Dennis was in
fact indicted in the Itel case on July 6, 1979, approximately
three weeks after the $13,000 refund to Dennis. (See Ex. 3,
p. 17; Ex. 23). Thus, assuming the Jan. 10, 1980, article
by Will Thorne to be an accurate report of Peck's statement
(see Ex. 6b), Peck appears to have made a misstatement.
However, this misstatement is easily explainable.

The response on behalf of Carey Peck, Carey Peck for
Congress, Terry Pullan and Michael Gordon and supporting
affidavits by Carey Peck and Michael Gordon reiterate state-
ments that Peck and his campaign became suspicious in May,
1979, when news articles from Alabama concerning Dennis'
illegal contributions to Stewart and Peck came to their
attention. (See Ex. 20a, p. 3, and Ex. A, ¥ 5, Ex. C, ¢ 5).

The May 9, 1979, Birmingham Post-Herald article by
Frank Morring, Jr., and Stewart Lytle (an article which
apparently forms the basis for one of Congressman Dornan's
allegations against Senator Stewart (see pp. 11-12, supra))
concerns Dennis' illegal contributions to Senator Stewart;
in it Dennis' problems with Itel are discussed extensively.
(See kx. 9c). Moreover, the May 10, 1979, article in The
birmingham News by Andrew Kilpatrick, apparently the first
article to mention Dennis' contributions to Peck, contains
a reference to a federal investigation of Dennis for
his dealings with Itel and reports that Dennis has said he
expects to be indicted. (See Ex. 24a, p. 2). These news-
paper articles appear to explain the basis for statements
made by Peck and his campaign and suggest that Congressman
Dornan's suspicions in this regard are groundless.

Congressman Dornan's last piece of corroborating information
with regard to the sham refund allegation is the discrepancy
between Peck's statements that the refund was made on June 14,
1979, and the report of the return to Dennis on June 13, 1979,
in the Peck campaign's July 10, 1979 quarterly report. (See
Ex's. 3, p. 16; Ex. 25, Schedule B, p. 1 of 1, line 20a).
Congressman Dornan is certainly correct that this discrepancy
exists, and it is a discrepancy never addressed by anyone
connected with the Peck campaign. In the General Counsel's
view, it is not probative of the existence of a sham refund
transaction. The date reported in the committee's reports
coula logically represent the date the check was written.

30/ Congressman Dornan does not cite the same newspaper article
by Will Thorne where it states that:

(Peck] said his suspicions were also
heightened when he saw Birmingham
newspaper clippings in which it was
reported that Dennis had contributed
$22,000 illegally to the campaign of
U.S. Sen. Donald Stewart, for whom

the elder Peck campaigned. (Id., p. 2).
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Thus, in sum, there are a number of apparent inconsistencies
in the evidence concerning this allegation. . However, while
they may raise questions as to details of what actually happened,
none of them provide reliable evidence of the existence of
a check exchange charade between Peck and Dennis.

In light of the apparent unreliability of Dennis'
allegation made while he was imprisoned, the inconclusive
nature of the apparent inconsistencies noted by Congressman
bornan, and the responses in this matter including sworn
affidavits by Peck, Pullan and Gordon which deny this allegation,
the Office of General Counsel recommends that the Commission
find no reason to believe that Carey Peck, Friends of Carey Peck,
Stanley Caidin, Michael Gordon, or Terry Pullan violated 2 U.S.C.
§ 44la(f) and 11 C.F.R.. § 110.9(a), former 11 C.F.R. § 103.3(b),
or 11 C.F.R. § 110.4(c)(2).

b. Alleged violations by knowing acceptance of illegal
contributions and failure to promptly return apparently illegal
contributions

Congressman Dornan further alleges that Peck and
his campaign knowingly accepted illegal contributions
from James Lennis. (Ex. 3, pp. 4-14). This allegation
is denied by the respondents. (Ex's. 2la, pp. 4-5; 20a, pp. 2-4,
and Ex. A, Y% 4, Ex. B, ¥ 4). While this allegation is
framed in terms of knowing acceptance of the illegal contributions,
it also raises the issue more explicitly raised with regard
to the Stewart campaign of failure to return within 10 days,
or to deposit, report, and return within a reasonable period
of time, contributions which appear to be illegal. 31/

The allegation of knowing acceptance of illegal contri-
butions would involve a violation of 2 U.S.C. § 441f for knowing
acceptance of contributions made by one person in the names
of others, and of 2 U.S.C. § 44la(f) and 11 C.F.R. § 110.9(a)

(see 11 C.F.R. § 110.1(a)(1l)) for knowing acceptance of excessive
contributions. The allegation of failure to return contri-
butions which appeared to be illegal within 10 days, or to
deposit, report, and return them within a reasonable period
of time, would involve a violation of former 11 C.F.R. § 103.3(b).

31/ See footnote 8, supra, pp. ll-12.
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Congressman Dornan bases this allegation on a combination
of facts including: (1) statements made by James Dennis while he
was imprisoned, (2) apparently contradictory statements made
by Carey Peck to reporters in 1980 about his relationship with
Dennis in 1978, (3) discrepancies in reported dates of receipt
of contributions, and (4) a number of other facts including the
tact that the contributions were in the form of cashiers checks
and that some of the checks were sequentially numbered.

Statements made to Congressman Dornan by James Dennis
while Dennis was imprisoned suffer all of the problems of
credibility previously discussed. Moreover, in this instance,
it is not clear what Dennis actually said; Dennis' statements
on this point are reported differently by Congressman Dornan
and the F.B.I. report. (Compare Ex. 3, p. 4 with Ex. 4b,

p. 3). In MUR 1332, Congressman Dornan states that Dennis

told him that he (Dennis) “"received a hurried phone call just
prior to the election: ‘'Peck or Pullen [sic] phoned and begged,
'Can ycu send $9,000 or $10,000 more'?"” (Ex. 3, p. 4).

The F.B.I. report describes Dennis' account of going
to a party with two Itel executives at Gregory Peck's home.
The transcript continues:

A few days after DENNIS arrived back in
bBirmingham, CAREY PECK called and asked
DENNIS to contribute to his campaign. 32/
DENNIS agreed to send at least $10,000.00.
There was some discussion to the effect
that the manner in which it was

sent would probably not be important
since it was coming all the way from
Alabama and the conversation was in

terms of the entire contribution

coming from DENNIS and not from a

group of contributors in Alabama. (Ex. 4b, p.3).

The quoted question allegedly asked by either Peck
or Pullan ("Can you send $9,000 or $10,000 more?") is
somewhat ambiguous. It does not necessarily imply that
the speaker was asking for all of that money to come from
Dennis' own funds. It could just as easily have meant that
the speaker was expecting Dennis to raise the money from
other people. Such an interpretation would be consistent

32/ ‘there is no mention of Pullan here, as there is in
Congressman Dornan's recollection of Dennis' statements.
(Compare Ex. 4b, p. 3 with Ex.3, p.4).




with Carey Peck's reported explanation that Dennis offered

to raise funds for his (Carey Peck's) campaign to thank Gregory

Peck for raising funds for Senator Stewart. (Ex's. S5b, p.

l; 6b, p. 2; 6d, p. 2; 2la, pp. 5, 6). Similarly, the statement

in the F.B.I. report, “the conversation was in terms of

the entire contribution coming from DENNIS and not from a

group of contributors in Alabama®", could be an accurate transcription
in terms of what was actually said, but could mean merely

that Dennis would be responsible for gathering and forwarding

the contributions.

A statement by Dennis that Carey Peck requested
all of the money from Dennis himself would be inconsistent
with other known statements by Dennis, including a sworn
affidavit in the MUR 970 file, that Peck never knew the
source of the contributions. (See Ex's. 18a; 24a, p. 1). It also
would be inconsistent with sworn responses from both Peck and
Pullan. (See Lbx. 20a, Ex's. A, B).

Congressman Dornan has presented the Commission with at
least five newspaper articles indicating apparent misstatements
by Carey Peck in comments made to reporters at the beginning
of 1980, concerning his relationship with James Dennis in 1978.
(See Ex's. 22; 6¢; 6d; 5a; 5e). As noted by Congressman Dornan,
there are reported discrepancies in statements by Peck concerning:
(1) the method by which cashier's checks reached the campaign, 33/

33/ In some instances Peck is reported to have said the checks
arrived by mail. (See Ex's. 5a; 6¢; 22). He also is reported to
have said hand delivery was used in some instances. (See Ex's.
5b, p. 2; 5e, p. 3; see also Ex. 5a). Information provided

by Congressman Dornan indicates several different versions

of how the cashier's checks reached the Peck campaign other

than the two reported contradictory statements by Peck discussed
above. (See Ex's. 3, pp. 6, 7; 4b, p. 3; S5a; 26). All of these
versions arose out of statements apparently made in 1980 about
events in 1978. Aside from problems of accuracy created by this
time lapse, there are other reasons for guestioning each of the
following versions of how the checks were delivered, including
the fact that some of the statements were made by Dennis while

in prison, lack of indication of the source in some instances,
and apparently contradictory statements in other instances.
Without indicating its source, the article by Bob Baker in the
Los Angeles Times indicates that Gregory Peck delivered the first
two checks trom Dennis, one from Dennis himself and one in the
name of another individual, and that Dennis brought the last five
checks to California in November and went to dinner with both
Pecks and two Itel executives at Chasens. (Ex. 5a). Also without
identifying its source, a column by Jack Anderson appearing
(cont'd. next page)
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(2) the number of times and the circumstances under which

Carey Peck met James Dennis, 34/ and (3) the extent and method

of checking out the cashier's checks when they were received.

35/ There is enough discrepancy over details in these articles

to raise doubts as to their accuracy and hence as to the signi-
ficance of the discrepancies raised by Congressman Dornan. (Compare,
e.g., Ex. 5a with Ex. 5e). Additionally, they do not always clearly
identify the source of their information. (See Ex. 5a, e.g.). 36/

33/ (con'td.) in The Washington Post on June 21, 1980, reports

that Dennis gave Gregory Peck $6,000 to carry back to California.

(Ex. 26). In the MUR 1332 complaint Congressman Dornan states that
Terry Pullan apparently was the source for this statement by Anderson.
(Ex. 3, p. 6). However, Congressman Dornan provides no explanation
for his own statement. Finally, Dennis is again the source

tor further contradictory statements. During his prison interview

he told Congressman Dornan that he initially contributed three

checks to the Peck campaign and later sent ten more and that

they all were sent by Federal Express. (Ex. 3, pp. 6-7; Ex. 4b, p. 3).
According to Congressman Dornan, Dennis later indicated over

the telephone that he gave checks to Gregory Peck personally.

(Ex. 3, p. 7). This reference as stated in the complaint

apparently is to the 3 initial checks. (See Ex. 3, pp 6-7). However,
further down on the same page of the complaint Congressman Dornan
states that Dennis clainis to have hand carried the last checks.

(Ex. 3, p. 7). It is not clear when Dennis made this claim, nor

to whom he made it.

A likely version of what actually happened is that two checks
initially were hand delivered by Gregory Peck, one from Dennis and
one from another person. This is reported in two news articles and
would apparently square with the Peck campaign's reporting receipt
of the first two checks, one from Dennis and one from Andy Shadix
on October 31, 1978. (See Ex'‘'s. 5a; 5e; 27; 28; 3, p. 13). However,
given these varied contradictory accounts, no certain version
of what actually happened emerges.

34/ Some reports indicate that Peck said he met Dennis only once

(see Ex's. 5e, p. 3; 6c; 22; see also Ex. 5a), while at least one article
reports Peck as saying he met Dennis twice. (See Ex. 5e, p. 3). Peck

is also reported to have said at one time that he met Dennis at

a "short sit-down over coffee" (see Ex's. 5a; 5e, p. 3), and to

have said on another occasion that the meeting included dinner.

(See Ex. 5e, p. 3; see also Ex. 5a).

35/ There are a variety of reported statements here: (1)

checks were inspected as they came to campaign headquarters

and found to be good (see Ex. 6d, p. 2; see also Ex. 5a);

(2) the campaign checked with Dennis to verify names and occupations
of donors and in some instances checked with the businesses

of some donors (see Ex's. 22; 6c); (3) the campaign only checked
with Dennis' secretary (see Ex's. 5a; 5e, pp. 3-4). Additionally
Congressman Dornan notes in the complaint in MUR 1332 that

Terry Pullan told Dornan's campaign manager in June, 1980,

that they "never bothered to check out the money." (Ex. 3, p. 9).

36/ Failure to identify a source does not mean an article
is lnaccurate. However, it makes assessment of its accuracy
more difficult.




There is considerable agreement in the only two articles
dealing directly with inconsistencies about Gregory Peck's
involvement that Carey Peck admitted not giving complete,
accurate answers initially in an attempt to minimize his father's
involvement in the matter. (See Ex's. 5a, 5e, p. 3). The article
by Bob Baker also reports that Peck admitted trying to play
down his own relationship with Dennis. (See Ex. 5a).

Congressman Dornan apparently interprets these reported
misstatements by Peck as indicative of knowledge by Peck and
his campaign at the time of acceptance that the contributions
from Dennis were illegal. However, this information, while
raising possible questions as to Carey Peck's veracity, is not
highly probative of the allegation in question. All of the reported
misstatements by Peck were apparently made in 1980, over a
year after Dennis' contributions to the Peck campaign and
more than six months after problems concerning these contributions
became public and the Peck campaign reported refunding $13,000
to Dennis. These reported statements made in 1980, are indicative
of Carey Peck's state of mind, and perhaps memory, at the
time they were made. They do not indicate knowledge in 1978
of acceptance of illegal contributions. Additionally, Peck
has reportedly provided a plausible explanation for his
apparent lack of candor, i.e., his stated concern for minimizing
the involvement of his father and his reported desire to
play down his (Carey Peck's) relationship with Dennis. (See
Ex's. 5a; 5e).

It is appropriate to consider the context in which such
statements apparently were made. By the time they allegedly
occurred, Carey Peck was again a candidate for public office.
Even before he had formally announced his candidacy for
the 1980 Democratic primary for the 27th Congressional District
of California, Congressman Dornan had begun raising Dennis'
1978 contributions to Peck as an issue in the 1980 congressional
race. (See Ex's. 6b; 6d). By late January 1980, Congressman
Dornan had placed full page advertisements in local newspapers
guestioning Peck's handling of the contributions from Dennis.
(See Ex's. 5e, p. 3; 22; see also Ex. 5a). According to
the Bob Baker article which is Congressman Dornan's chief
source for reported misstatements by Peck, the misstatements
were made in response to Congressman Dornan's advertisements.
(See Ex. 5a). Moreover, both the Baker article and the
article by Rich Connell in the September 8, 1980, edition
of the Daily Breeze reporting misstatements by Peck note
that while Congressman Dornan has tried to prove wrongdoing
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on the part of Peck he has so far failed to do so. 37/

Another issue raised by Congressman Dornan, apparently
1n support of his allegation of knowing acceptance of the illegal
contributions, is the number of discrepancies in the reported
dates of receipt of contributions. Congressman Dornan notes
in MUR 1332 that the Peck campaign's 1978 post general election
report and mailgrams sent by the campaign cite different dates
for the receipt of "phantom™ contributions. (Ex. 3, p. 12).
Congressman Dornan goes on to state: "All of those different
dates bear the mark of a fabrication." (Id.). Examination
of the chart of contributions from Dennis to Peck contained
in MUR 1332 and also another chart prepared by the Office
of General Counsel (for clarification) indicates that
of the eight contributions from Alabama which the Peck
campaiyn reported by mailgram as well as in the post general
election report, five were reported with the identical
date of receipt. (See Ex. 3, p. 13, and Ex. 28, respectively).
For the other three contributions, the date of receipt
was reported by mailgrams as November 6; it was reported
as hNovember 8 in the post general election report. (ld.;
see Ex. 27). Meanwhile, Election Day was November 7,
1978, and the post election was due 30 days later. Losing
campaiyn committees generally fall into disarray and confusion
once an election is lost and they are in the process of disbanding.
Under the circumstances, it is much more likely that the discrepancy
was made by mistake than that it was the result of a “"fabrication." 38/

37/ ‘The baker article states:

This year, Dornan, still furious about the text of the

mailer [a mailer sharply critical of Congressman Dornan which
Dennis' money allegedly enabled the Peck campaign to send
toward the end of the 1978 campaign], set out to prove that
Peck knew the money had been donated in violation of federal
law. but Dornan failed, and six weeks ago the Justice Depart-
ment formally cleared Peck of mishandling campaign finances.

Connell article indicates that:

Since that time [when Dornan purchased newspaper
advertisements questioning the contributions
from Dennis], Peck's basic explanation of what
occurred has not changed. And Dornan, despite
his efforts, has failed to prove wrongdoing

on Peck's part. (Ex. 5e, p. 3).

38/ This proposition is supported by the fact that other examples
of this reporting discrepency exist with regard to contributions
by persons wholely unrelated to these MURs. For instance,
another mailgram from the Peck campaign dated November 5, 1978,
lists contributions from Ana Olar, Amir Rokni, and Homa Mashreghi
as being received on November 3, 1978. The post general election
report lists the contributions from Ana Olar and Amir Rokni as
being received on November 1, 1978; it lists the contributions
from Homa Masreghi as being received on November 2, 1978. (See
Ex. 27). Apparently, these are mistakes also. 1In the General
Counsel's view, they are of no significance.
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Congressman Dornan also alludes to differences between
the Peck campaign's reported date of receipt of contributions
and either the date on existing copies of eight cashier's
checks or, in the case of four of the five other contributions
from Dennis for which Dennis apparently no longer had copies
of the checks, the date of the contribution as recalled by Dennis
in an aftidavit dated July 16, 1979. (See Lx. 3, p. 13).
Congressman Dornan finds significant the fact that the date
of reported receipt by the Peck campaign is later than that
on the corresponding cashier's checks of which we have copies.
(Id.). However, this is hardly surprising, as the date on
the cashier's check is presumably the date of issuance from
the bank and, thus, the earliest date on which it could possibly
be contributed to the campaign. It is common for campaigns
to report receipt of contributions on a date later than that
on which the contributor makes the contribution, and such a
difterence is of no significance. Where contributions are made by
mail, a ditference in date is routinely the case. Even if some
of the checks were hand delivered by Gregory Peck or Dennis, it
1s likely that there may have been a few days delay in depositing
then: or in placing them in the hands of the person preparing
campaign reports. 39/

In the case of three cashiers checks, the Peck campaign
initially reported receiving them before Dennis recalls giving
them. These are the three cashiers checks for which there is
tiie two-day discrepancy 1in reporting between the Peck
campaign's mailgram and their 1978 post general election report.
(See pp. 32-33, supra; Ex's. 27; 28; 3, p. 13). The mailgram reports
receipt of the contributions on November 6, 1978, while Dennis
recalls making the contributions on November 8, 1978. (See
bx's. 3, p. 13; «8; lda, p. 2). However, the mailgram was
sent in the time period when the contributions were made,
while Lennis' recollection comes eight months later in the
course of involvement with MUR 970. Moreover, Dennis' recollection
is probably based on his review of the Peck campaign's 1978
post general election report which reported receipt of these
contributions on hovember 8, 1978. (See Ex. 27). He was shown
coplies of the Peck campaign's reports when he came to the
Otfice of General Counsel on June 1, 1979. 1In other words,
1t is probable that indeed the three cashier's checks in gquestion
were received on November 6, 1978, and that the discrepancy
with the November 8, 1978, date Dennis recalls stems from
an unintentional reporting error by the Peck campaign in its
post election report.

39/ 1t does not appear that the campaign failed to deposit contri-
butions within 10 days as required. See 11 C.F.R. § 103.3(a).
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congressman DQuan apparently links the aogoing reported
misstatenents by Carey Peck, reporting discrepancies, and the
differing versions of the methods by which the cashiers checks
reached the Peck campaign as evidence of knowledge on the
part of Carey Peck and his campaign of the acceptance of illegal
campaiygn contributions. (See Ex. 3, pp. 5-9, 12, 13). However,
neither the apparent misstatements by Peck nor the discrepancies
in reported dates of contributions, either together or alone,
provide positive evidence, as opposed to speculation, that at
the time of the receipt of the checks, there was actually
Anowleage on the part of anyone other than Dennis that the
contributions were illegal. Moreover, even assuming that
check delivery occurred as Congressman Dornan supposes, this
would not provide positive evidence that anyone other than
Dennis actually knew the contributions were illegal when they
were received from Dennis. 40/

Congressman Dornan's allegations are denied by the
responaents. (Ex's. 20a, Ex's. A, B, C; 2la). The response

40/ baving provided information indicating several contradictory
versions of check delivery, Congressman Dornan never explains
why he prefers one. (See Lx. 3). However, Congressman Dornan
has developed a scheme of delivery of checks to Peck in 3 batches
(see Lx. 3, p. 7) and uses this to further allege guilty knowledge
at the time of acceptance of the checks.

Congressman bornan purportedly quotes an article by Bob Baker
in the Los Angeles Times:

On four days between October 31 and November 25, 1978
from two to five cashiers checks--ostensibly from
different Alabama residents-- arrived at Peck campaign
heaaquarters. Although each envelope was mailed by
Dennis, there was no reason to be wary, Peck said. (1d).

Congressman Dornan then uses that quote to support the
supposition that Dennis hand carried the last five sequentially
nunbered checks. Examination of the cited article indicates
that the quote is not taken from it. (See Ex. 5a). Additionally,
the quoted statement that checks arrived by mail at Peck head-
gquarters (while conceivably a misstatement), provides no
support whatsoever for the proposition that Dennis hand carried
the last 5 checks to California. Moreover, based on the Baker
article with its unidentified source of information concerning
checks delivered by Dennis (id.), Congressman Dornan goes on

to state that a former Itel employee told him that he thought
Dennis spent the night prior to a reported party at Chasen's

at the home of Gregory Peck. (Ex. 3, p. 7). Congressman
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