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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

June 19, 1986

Robert P. Bauer, Esquire
Perkins Coie

1110 Vermont Avenue, N.W.
Washington, D.C. 20008
Re: MUR 2116

Dear Mr. Bauer:

The caption in the Commission's letter to you dated June 17,
1986, indicated incorrectly that the Commission had closed MUR

. The Commission closed MUR 2116 instead, and a copy of the
uyeneral Counsel's Report in MUR 2116 was enclosed with the June
17, 1986 letter. I apologize for the error.

Sincerely,

Charles N. Steele
General unsel

(<] . 1
Deputy General Counsel




FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

June 17, 1986

B. Mark Braden, !aqut:o

Chief Counsel

Repudblican National Committee
310 Pirst Street, 8.B.
Washington, D.C. 20003

RE: MUR 2116

Republican National
Committee

William J. McManus, as
treasurer

Dear Mr. Braden:

The Pederal Election Commission notified the Republican
National Committee and William J. McManus, as treasurer, on
January 9, 1986, of a complaint alleging violations of certain
sections of the Pederal Election Campaign Act of 1971, as amended
("the Act®”). A copy of the complaint was forwarded to the
Committee at that time. We acknowledge receipt of your client's

explanation of this matter which was dated January 21, 1986.

The Commission, on June 5, 1986, considered the complaint
but was divided by a vote of 3-2 with one abstention on the
- question of whether to find reason to believe a violation of
section 441la(d) has been committed. Also on that date, the
Commission determined that on the basis of the information in the
complaint, and information provided by the respondents, there is
no reason to believe that a violation of section 4414 has been
committed. Accordingly, the Commission closed its file in this
matter. This matter will become a part of the public record
within 30 days.

Sincerely,

Charles N. Steele
Counsel

Lawrence M. Noble
Deputy General Counsel




FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

Robert P. Bauer, Esquire
Perkins Coie

1110 Vermont Avenue, N.W.
Washington, D.C. 200085

Re: MUR 2116
Dear Mr. Bauer:

The caption in the Commission's letter to you dated June 17,
1986, indicated incorrectly that the Commission had closed MUR
‘e The Commission closed MUR 2116 instead, and a copy of the
General Counsel's Report in MUR 2116 was enclosed with the June
17, 1986 letter. I apologize for the error.

Sincerely,

Charles N, Steele
General ?ounsel

AL

Lawrence M. Noble
Deputy General Counsel
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

B. Mark Braden, Bsquire

Chief Counsel

Republican National Committee
310 Pirst Street, 8.E.
Washington, D.C. 20003

RE: MUR 2116

Republican National
Committee

William J. McManus, as
treasurer

Dear Mr. Braden:

The Pederal EBlection Commission notified the Republican
National Committee and William J. McManus, as treasurer, on
January 9, 1986, of a complaint alleging violations of certain
sections of the Federal Election Campaign Act of 1971, as amended
("the Act®). A copy of the complaint was forwarded to the
Committee at that time. We acknowledge receipt of your client's
explanation of this matter which was dated January 21, 1986.

The Commission, on June 5, 1986, considered the complaint
but was divided by a vote of 3-2 with one abstention on the

- question of whether to find reason to believe a violation of

section 44la(d) has been committed. Also on that date, the
Commission determined that on the basis of the information in the
complaint, and information provided by the respondents, there is
no reason to believe that a violation of section 4414 has been
committed. Accordingly, the Commission closed its file in this
matter. This matter will become a part of the public record

within 30 days.
Sincerely,

Charles N. Steele
General Counsel

Ll (6o

Lawrence M. Noble
Deputy General Counsel




FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

June 17, 1986

Jan W. Baran, Esquire

General Counsel

Benjamin L. Ginsberg, Bsquire

Legal Counsel

National Republican Congressional Committee
320 rirst Street, S§.B.

Washington, D.C. 20003

RE: MUR 2116

National Republican
Congressional Committee

Jack McDonald, as treasurer

Dear Messrs. Baran and Ginsberg:

The Federal Election Commission notified the National
Republican Congressional Committee and Jack McDonald, as
treasurer, on January 9, 1986, of a complaint alleging violations
of certain sections of the PFederal Election Campaign Act of 1971,
as amended ("the Act®). A copy of the complaint was forwarded to
the Committee at that time. We acknowledge receipt of your
client's explanation of this matter which was dated February 17,
1986.

The Commission, on June 5, 1986, considered the complaint
but was divided by a vote of 3-2 with one abstention on the
question of whether to find reason to believe a violation of
section 441a(d) has been committed. Also on that date, the
Commission determined that on the basis of the information in the
complaint, and information provided by the respondents, there is
no reason to believe that a violation of section 4414 has been
committed. Accordingly, the Commission closed its file in this
matter. This matter will become a part of the public record
within 30 days.

Sincerely,

Charles N. Steele
General Counsel

o Dl
BY Lawrence M. Noble

p Deputy General Counsel




FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

Jan W. Baran, Bsquire

General Counsel

Benjamin L. Ginsberg, Bsquire

Legal Counsel

National Republican Congressional Committee
Washington, D.C. 20003

RE: MUR 2116

National Republican
Congressional Committee

Jack McDonald, as treasurer

Dear Messrs. Baran and Ginsberg:

The Pederal Election Commission notified the National
Republican Congressional Committee and Jack McDonald, as
treasurer, on January 9, 1986, of a complaint alleging violations
of certain sections of the Federal Election Campaign Act of 1971,
as amended ("the Act®). A copy of the complaint was forwarded to
the Committee at that time. We acknowledge receipt of your
client's explanation of this matter which was dated February 17,
1986.

The Commission, on June 5, 1986, considered the complaint
but was divided by a vote of 3-2 with one abstention on the
question of whether to find reason to believe a violation of
section 44la(d) has been committed. Also on that date, the
Commission determined that on the basis of the information in the
complaint, and information provided by the respondents, there is
no reason to believe that a violation of section 4414 has been
committed. Accordingly, the Commission closed its file in this
matter. This matter will become a part of the public record
within 30 days.

Sincerely,
Charles N. Steele

General Counsel
b [l [ Bo

{Eirehce M. Noble

Deputy General Counsel




FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

June 17, 1986

Robert G. Flanders, Jr.

Edwards & Angell

2700 Hospital Trust Tower
Providence, Rhode Island 82903

RE: MUR 2116
John A. Holmes, Jr.

Dear Mr. Flanders:

Oon March 15, 1986, the Commission notified your client of a
complaint alleging violations of certain sections of the Federal
Blection Campaign Act of 1971, as amended.

The Commission, on June 5, 1986, determined that on the
basis of the information in the complaint, and information
provided by you on behalf of your client, there is no reason to
believe that John A. Holmes violated 2 U.S.C. § 432(e)(1).
Accordingly, the Commission closed its file in this matter. This
matter will become a part of the public record within 30 days.

Sincerely,

Charles N. Steele
Counsel

By: Lawrtence M. Noble
Deputy General Counsel
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

Robert G. Planders, Jr.
Edwards & Angell
2700 Hospital Trust Tower
Providence, Rhode Island 82903

RE: MUR 2116
John A. Holmes, Jr.

Dear Mr. Planders:

Oon March 15, 1986, the Commission notified your client of a
complaint alleging violations of certain sections of the Federal
Blection Campaign Act of 1971, as amended.

The Commission, on June 5 , 1986, determined that on the
basis of the information in the complaint, and information
provided by you on behalf of your client, there is no reason to
believe that John A. Holmes violated 2 U.S.C. § 432(e)(1).
Accordingly, the Commission closed its file in this matter. This
matter will become a part of the public record within 30 days.

73468
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Sincerely,

Charles N. Steele
General Counsel

b blw(80
Vet~

By: Lawrence M. Noble
Deputy General Counsel

8504090




FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

June 17, 1986

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Robert F. Bauer, Esquire
Perkins Coie

1110 Vermont Avenue, N.W.
washington, D.C. 20005

RE: MUR 2166
Dear Mr. Bauer:

The Federal Election Commission has reviewed the allegations
contained in your complaint dated December 20, 1985. The
Commission considered your complaint on June 5, 1986, but was
divided by a vote of 3-2 with one abstention on the question of
whether to find reason to believe that a violation of section
44la(d) of the Federal Election Campaign Act of 1971, as amended
("the Act"), was committed.

The Commission determined, also on June 5, 1986, that on the
basis of the information provided in your complaint and
information provided by the Respondents there is no reason to
believe that a violation of section 4414 or section 432(e) (1) of
the Act has been committed. Accordingly, the Commission has
decided to close the file in this matter. The Federal Election
Campaign Act allows a complainant to seek judicial review of the
Commission's dismissal of this action. 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




FEDERAL ELECTION COMMISSION
WASHINCTON, D.C. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Robert F. Bauer, Esquire
Perkins Coie

1110 Vermont Avenue, N.W.
Washington, D.C. 20005

RE: MUR 2166
Dear Mr. Bauer:

The Federal Election Commission has reviewed the allegations
contained in your complaint dated December 20, 1985. The
Commission considered your complaint on June 5, 1986, but was
divided by a vote of 3-2 with one abstention on the question of
whether to find reason to believe that a violation of section
44la(d) of the Federal Election Campaign Act of 1971, as amended
("the Act"), was committed.

The Commission determined, also on June S5, 1986, that on the
basis of the information provided in your complaint and
information provided by the Respondents there is no reason to
believe that a violation of section 4414 or section 432(e) (1) of
the Act has been committed. Accordingly, the Commission has
decided to close the file in this matter. The Federal Election
Campaign Act allows a complainant to seek judicial review of the
Commission's dismissal of this action. 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
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complaint pursuant to the EQQuiquouét set forth in 2 U.8.C.

§ 437g(a) (1) and 11 C.F.R. § 111.4.
Sincerely,

Charles N. Steele

General Consel
mr bfte(be.

\(\ :
BY: Lawrence M. Noble
Deputy General Counsel

cc: The Honorable Tony Coelho
Enclosure
General Counsel's Report
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BEFORE THE FEDERAL ELECTION COMMISSION

.-

In the Matter of

National Republican Congressional
Committee and Jack McDonald,
as treasurer, Republican National
Committee and William J. McManus,
as treasurer, and John A.
Holmes, Jr.

e e e o P P )

CERTIFICATION

I, Mary W. Dove, recording secretary for the Federal Election
Commission executive session of June 5, 1986, do hereby certify that
the Commission took the following actions in MUR 2116:

1. Failed by a vote of 3-2 to find reason to believe
the National Republican Congressional Committee
and Jack McDonald, as treasurer, and the Republi-
can National Committee and William J. McManus, as
treasurer, violated 2 U.S.C. § 44la(d).
Commissioners Harris, McDonald, and McGarry voted
affirmatively. Commissioners Elliott and Josefiak
dissented. Commissioner Aikens abstained.

Decided by a vote of 6-0 to:

a. Find no reason to believe the National
Republican Congressional Committee and
Jack McDonald, as treasurer, and the
Republican National Committee and
William J. McManus, as treasurer, vio-
lated 2 U.S.C. § 441d.

Find no reason to believe John A. Holmes,
Jr. violated 2 U.S.C. § 432(e)(1l).

c. Close the file.
d. Send the appropriate letters.

Commissioners Aikens, Elliott, Harris, Josefiak,
McDonald, and McGarry voted affirmatively.

Attest:
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FEDERAL ELECTION COMMISSION
WASHINGTON, D C. 20463

CHARLES STEELE, GENERAL COUNSEL GC?(%K
MARJORIE W. EMMONS/CHERYL A. FLEMING ) ‘.

MAY 21, 1986

OBJECTION TO MUR 2116 - GENERAL COUNSEL'S REPORT
SIGNED MAY 16, 1986

The above-named document was-circulated to the

Commission on Tuesday, May 20, 1986, 11:00 A.M.

Objections have been received from the Commissioners

as indicated by the name(s) checked:

Commissioner Aikens

Commissioner Elliott

Commissioner Harris

Commissioner Josefiak

Commissioner McDonald

Commissioner McGarry

This matter will be placed on the Executive Session

agenda for Tuesday, June 3, 1986.
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In the Matter of

National Republican Congressional
Committee and Jack McDonald,
as treasurer, Republican National
Committee and William J. McManus,
as treasurer, and John A.
Holmes, Jr.

~~NOR f41€ | ¢ 34
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GENERAL COUNSEL'S REPORT
1Es BACKGROUND

Robert F. Bauer, on behalf of the Democratic Congressional
Campaign Committee ("DCCC"), has filed a complaint with the
Commission alleging that the National Republican Congressional
Committee ("NRCC"), the Republican National Committee ("RNC") and
John A. Holmes, Jr. seek the defeat of Rhode Island first
Congressional district incumbent Representative Fernand St
Germain in the 1986 general election and the election of
Republican John A. Holmes, Jr. DCCC alleges the NRCC and RNC have
expended funds in a coordinated effort through mass media and
mailings to promote the candidacy of Mr. Holmes and to defeat
Congressman St Germain.

According to the complaint, Rhode Island Citizens for
Accountability in Government sent $10,000 worth of mailings
questioning Representative St Germain's personal finances and
conduct in office. DCCC alleges the Rhode Island Citizens group
is a sham and that the NRCC paid for the mailing. This
allegation is based on the fact that the NRCC prepared and paid
for $15,000 worth of television advertisements on the same theme
of Representative St Germain's personal funds and conduct in
office. It is also based on a statement appearing in an article

in The Providence Journal-Bulletin. The article says




-2~
that, according to Douglas McAuliffe, an NRCC aide, NRCC and its

contractors polished the text of the mailing and handled its

printing and mailing. The complaint also alleges that Mr. Holmes
is a candidate for Congress and, therefore, should have
registered as a candidate with the Commission.

The Office of General Counsel sent notice of the complaint
to the respondents on January 9, 1986. The Office of General
Counsel received the RNC response on January 27, 1986 and the
NRCC submitted its response on February 19, 1986. Mr. Holmes did
not receive the notice of the complaint. A second notice was
sent to him and Mr. Holmes responded on March 28, 1986.

II. PFactual and Legal Analysis

According to the complaint, Rhode Island Citizens for
Accountability in Government ("Rhode Island Citizens") sent a
mailing (see Attachment 1) to residents of the first
ccngressional district of Rhode Island, Representative St
Germain's constituents. The mailing discusses articles published

in The Wall Street Journal and The Providence Journal-Bulletin

which accuse Representative St Germain of amassing a multimillion
dollar personal fortune by using his position in Congress to help
wealthy investors. The mailing asks Representative St Germain to
disclose his financial records and income tax returns. Attached
to the mailing is a petition, which the recipient may sign,
addressed to Representative Julian Dixon, Chairman of the U.S.
House of Representatives Ethics Committee. The petition urges

Chairman Dixon to conduct an official investigation into




Vo]
~
<
o 23

B

R 5040

L A T D g e —— -
| ’

-3
the accusations against Representative St Germain and to request
that Representative St Germain disclose his financial and tax
records. The mailing asks the recipient and members of the
recipient's household to sign the petition and return it to Rhode
Island Citizens. The mailing states that Rhode Island Citizens
is a non-partisan group.

DCCC charges that NRCC paid for the mailing which cost
$10,000 and that Rhode Island Citizens is a sham organization.
DCCC alleges the NRCC has violated the Pederal Election Campaign
Act of 1971, as amended (the "Act"™ or "FECA") by failing to
allocate the cost of the mailing to the political party spending
limitations, 2 U.S.C. § 44la(d), which apply to NRCC/RNC
activities on behalf of Republican general election candidates
for the U.S. House of Representatives.

DCCC bases its contention that allocation is required on
Advisory Opinion 1985-14. DCCC states that direct mailings, even
without an electioneering message, are subject to the limits
applicable to a political party's support of its general election
candidates under 2 U.S.C. § 44la(d).

NRCC filed its response to the complaint on February 19,
1986 (Attachment 3). NRCC states that it is an unincorporated
association authorized by Republican members of the U.S. House of
Representatives. NRCC is concerned, according to the response,
with the reputation and effectiveness of the House of

Representatives. NRCC considers to be among its duties and
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rights constructive commentary about current events and the House
as an effective body. It is also concerned with the performance,
actions and records of public officials. As evidenced by The

Wall Street Journal and The Providence Journal-Bulletin articles,

NRCC contends that a public debate was occurring and the NRCC
participated by aiding Rhode Island Citizens with its mailing and
by producing and broadcasting the television advertisement.

NRCC also contends that it assisted Rhode Island Citizens
with the mailing in response to Rhode Island Citizens' request.
NRCC states that it required, as a condition for spending its
funds for the mailing, that Rhode Island Citizens provide
assurances that the mailing would not advocate the election or
defeat of any candidate.

NRCC argues that AO 1985-14 is not implicated nor is section
44la(d). For the section 44la(d) limitation to apply, NRCC
contends, AO 1985-14 concluded the communication must both depict
a clearly identified candidate and convey an electioneering
message. The mailing in this case, NRCC concludes, does not
contain an electioneering message.

On May 30, 1985, the Commission issued Advisory Opinion
1985-14 to Robert F. Bauer, who requested the AO on behalf of the
DCCC, also the complainant in this matter. 1In AO 1985-14, the
Commission considered whether DCCC broadcast advertisements and
other general public communications, including direct mail
communications that specifically identify Republican congressmen

and criticize their records, require allocation among the
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candidates under 11 C.F.R. 106.1(a) and AO 1984-15. DCCC also
asked if the answer would depend on whether the communications
referred to elections or any express advocacy language.

The Commission concluded in AO 1985-14 that DCCC's payments
for the communications were reportable expenditures for the
purpose of influencing Federal elections. The Commission then
concluded DCCC's proposed mailer would be subject to the Act's
limitations and attributable to each candidate in accordance with
the benefit received by the candidate, pursuant to 11 C.F.R.
106.1. This conclusion was based on the assumption that the
mailer would identify by name a specific Congressman. Also, the
DCCC planned to send the mailer to part or all of the district
represented by the identified congressman. The Commission
determined the mailer either with or without a "Vote Democratic"
statement would be subject to the Act's limitations. The DCCC
mailer in the AO was to include the language "Don't be fooled by
Republican rhetoric™ and it would list oil industry contributions
to the identified Congressman. These features of the mailing
were sufficient to meet the requirements set out by the
Commission in AO 1984-15. 1In that AO, the Commission concluded
the § 44la(d) limitations would apply where the communication
both depicted a clearly identified candidate and conveyed an
electioneering message. Electioneering messages, according to AO

1985-14 which cited United States v. United Auto Workers, 352

U.S. 567, 587 (1957), include statements "designed to urge the
public to elect a certain candidate or party."
The Commission reached its conclusions in AO 1985-14 even

though DCCC stated that there might not be a Democratic
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candidate, either announced or qualified under the FECA, in the
congressional district chosen to receive DCCC's proposed
communications. The Commission viewed such expenditures as
communications made without any consultation or communication
with, or any request or suggestion of, any candidates seeking, in
the selected districts, election to the House of Representatives.
The Commission has stated, in AO 1984-15, that, although
consultation or coordination with a candidate is permissible, it
is not required in order for political party committees to make
section 441a(d) expenditures.

The Rhode Island Citizens mailer is similar to the DCCC
proposed mailer in AO 1985-14 in many respects. The Rhode Island
Citizens mailer identifies by name a specific Democratic
representative, Fernard St Germain, just as the DCCC proposed to
name a specific Republican Congressman in its AO request. Both
mailers criticize the records of the representative. The Rhode
Island Citizens mailer criticizes Representative St Germain for
allegedly using his public position to help wealthy investors and
thereby amass a multimillion dollar personal fortune. The DCCC
mailer criticizes a named representative for his views on the
coastal environment and the oil industry. The Rhode Island
Citizens organization distributed its mailer to Representative St
Germain's first congressional district constituents, just as the
Commission assumed the DCCC would disseminate its mailer to part

or all of the district represented by the identified Congressman.
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There are some differences, however, between the Rhode
Island Citizens mailer and that proposed by the DCCC in AO 1985-
14. The DCCC proposed majiler included references to an election
by its inclusion of a list of campaign contributions from the oil
industry to the named representative. The Rhode Island Citizens
mailer does not directly refer to an election. It states that
Representative St Germain must disclose his taxes and finances
because "[t]o do otherwise would bring an end to our efforts to
rid our government of corruption and those who seek personal
gain.” The mailer's statement about ridding the government of
corruption is a reference to an election in that one way to
remove Congressman St Germain would be to vote him out of office.

The DCCC proposed mailer included a reference to "Republican
rhetoric": "Don't be fooled by Republican rhetoric.” The Rhode
Island Citizens mailer does not make reference to any political
party by name. Instead, it notes that "public officials of both
political parties have given the public a complete financial
accounting of themselves." This difference may not be a
significant one, however. AO 1985-14 does not étate what aspect
of the proposed mailer constituted an electioneering message. It
may be that the mailing as a whole conveyed an electioneering
message. Similarly, the Rhode Island Citizens mailing conveys an
electioneering message thus constituting a section 441la(d)
expenditure by NRCC. Therefore, the Office of General Counsel
recommends that the Commission find reason to believe there is a

violation of 2 U.S.C. § 44la(d).
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The complainant next alleges that the mailing should have
included a § 4414 Adisclaimer. As stated above, the complainant
alleges NRCC paid for the mailings. The complainant contends
that the NRCC intended to conceal its involvement in the mailing,
party to avoid the § 441la(d4) limit, and, therefore, 4id not
include a disclaimer on the mailing as required by 2 U.S.C.

§ 4414. The complainant contends that NRCC willfully violated
section 441a4.

NRCC responded to the allegation stating that the mailing
does not require a § 4414 notice. The respondent argues that
§ 441d(a) notices are required only if the communication
expressly advocates the election or defeat of a clearly
identified candidate or if it solicits contributions. NRCC
arqgues the mailing in this case does neither.

Section 4414 requires that when a person makes an
expenditure for the purpose of financing communications expressly
advocating the election or defeat of a clearly identified
candidate, the communication must state clearly the name of the
person paying for the communication, and whether any candidate or
candidate's committee authorized the communication., 2 U.S.C.

§ 441d(a) (3). Section 109.1(b) (2) of the regulations defines
express advocacy as a message that advocates election or defeat,
including such expressions as "vote for," "elect"” or "defeat."
The issue is whether the St Germain mailing expressly advocates
the election or defeat of a clearly identified candidate, thus

requiring a section 4414 disclaimer.
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The Supreme Court, in Buckley v. Valeo, 424 U.S. 1 (1976),
defined express advocacy as “"communications containing express
words of advocacy of election or defeat, such as 'vote for,'
‘elect,' 'support,' 'cast your ballot for,' 'Smith for Congress,'

'‘vote against,' 'defeat,' 'reject.'" Buckley v. Valeo, 424 U.S.

at 44 n.52. In the instant case, Rhode Island Citizens mailer
does not appear to expressly advocate the defeat of a candidate
for Federal office in words which fall within the scope of the
examples listed in Buckley and incorporated by Commission
regulation § 109.1(b) (2). The mailer discusses articles in The

Wall Street Journal and The Providence Journal-Bulletin charging

that "Congressman St Germain has amassed a multimillion dollar
personal fortune by using his public position to help wealthy
investors."” The mailer continues, saying the people of Rhode
Island have a right to know if Congressman St Germain is trying
to hide something and to know the truth. The mailer concludes by
asking the person reading the mailer, along with other members of
that person's household, to sign a petition at the bottom of the
mailer. The petition urges Representative Dixon, Chairman of the
House of Representatives Ethics Committee, to conduct an
investigation into the accusations against Representative St
Germain and to disclose his finance and tax records.

A fair reading of the Rhode Island Citizens' mailer does not
lead to the conclusion that it expressly advocates Representative
St Germain's defeat in an election. The mailer makes disparaging

remarks about Representative St Germain, citing newspaper
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articles that accuse him of using his position to help wealthy
investors and amass millions of dollars for himself. The mailer
continues with a petition calling for an investigation of
Representative St Germain by the U.S. House of Representatives.
Although the reader is left with the impression that
Representative St Germain has not conducted himself appropriately
in office, and that he may not be the kind of man the reader
wants as a representative in Congress, there is no statement
expressly calling for his defeat in any federal election. Thus,
the mailer does not require the inclusion of a § 4414 disclaimer,
and, therefore, the Office of General Counsel recommends that the
Commission find no reason to believe a violation of section 4414
has occurred.

The final allegation is that John A. Holmes, Jr. is a
candidate for Representative St Germain's seat but has failed to
register as a candidate. The complainant maintains that the
activities such as the mailing, television advertisements and a
poll conducted by the RNC constitute "a coordinated and concerted
effort by Respondents to promote the nomination and election of
John A. Holmes, Jr. to replace" Representative St Germain. (Page
6 of the attachments). The cost of these expenditures,
Complainant asserts, exceeds the threshold requiring registration
as a candidate under section 431(2) of the Act. The complainant
further argues that the expenditures are not testing the water

expenditures.
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According to the complainant, the mailing paid for by the

NRCC is an expenditure allocable to the limitation applicable to
NRCC expenditures on behalf of the Republican general election
candidate under § 44l1la(d). The NRCC, the complainant alleges,
coordinated the expenditures with Mr. Holmes through one of his
close political associates. This associate established what the
complaint calls NRCC's "'front' organization," Rhode Island
Citizens. Attached to the complaint is an article from The

Providence Journal-Bulletin which states that Sandra Winslow and

Thomas J. Cashill, members of Rhode Island Citizens, worked out
the mailer. The article describes Mr. Cashill as "a close friend
of Republican state Chairman John A. Holmes, Jr., who is expected
to be the GOP First District nominee.® (Page 16 of the

attachments). The complainant concludes that this is evidence of

Mr. Holmes' involvement with and consent to the preparation and

dissemination of the mailer. Complainant alleges that because

the mailer cost at least $10,000, Mr. Holmes has crossed the
$5,000 threshold set forth in section 431(2) for becoming a
candidate. 1If these allegations are true, Mr. Holmes has
violated section 432 by his failure to register as a candidate.
The complainant argues that the testing the water exceptions
to the terms "contribution" and "expenditure" do not apply to the
payments for the mailer. Pursuant to the testing the water
regulations activity cannot be conducted through direct political
advertising designed to promote an individual's candidacy. 11
C.F.R. 100.7(b)(1l)(i). Again the complainant relies on A0 1985-

14 to support its view that the expenditure for the mailer is an
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expenditure by a party committee subject to section 44la(d).

DCCC alleges that the expenditure was coordinated with
Mr. Holmes.

NRCC, in its response to the complaint, argues that the cost
of the mailer is not allocable to any candidate or potential
candidate. This is because the mailer is a comment on the
actions and record of Representative St Germain and contains no
electioneering message. The mailer does not, NRCC maintains,
advocate the election or defeat of any candidate, nor does it
solicit any contributions. NRCC observed that based upon the
reasoning of AO 1985-14, the payments for the mailer are not
contributions to Mr. Holmes.

Mr. Holmes, in his response, stated that "[a]t no time
material to the allegations in the complaint®™ has he been a
candidate for Representative for the first district of Rhode
Island. He states that he did not coordinate or cooperate with
the NRCC, the RNC or Rhode Island Citizens. They conducted their
activities, according to Mr. Holmes, without seeking or
obtaining his consent, nor did he know about their activities.

Section 432 (e) (1) requires a candidate for Federal office to
designate in writing a political committee to serve as the
principal campaign committee of the candidate. 2 U.S.C.

§ 432(e)(l). The candidate must designate a principal campaign
committee within 15 days after becoming a candidate. 2 U.S.C.
§ 432(e) (1).
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The Act defines a candidate as an individual seeking
nomination for election, or election, to a Pederal office.

2 U.8.C. § 431(2). If an individual has either received
contributions or has made expenditures in excess of $5,000, he or
she is deemed to be seeking nomination for election or election.
2 U.S.C. § 431(2)(A). An individual is deemed also to be seeking
nomination for election, or election, if he or she consents to
having another person receive contributions or make expenditures
on his or her behalf and if either the contributions or
expenditures aggregate in excess of $5,000. 2 U.S.C.

§ 431(2) (B). The Act defines the term person to include a
committee. 2 U.S.C. § 431(11).

Mr. Holmes has not designated a principal campaign
committee. Mr. Holmes has not become voluntarily, therefore, a
candidate under the FECA. If he is a candidate, then, it would
be because he has received contributions or made expenditures in
excess of $5,000, as section 431(2) (A) sets forth, or because he
has consented to having another person receive contributions or
make expenditures on his behalf, in an aggregate amount in excess
of $5,000.

The complainant does not allege that Mr. Holmes made
expenditures in excess of $5,000. The allegation is that the
NRCC expenditure of $10,000 for the mailer was coordinated with
Mr. Holmes. Because the newspaper article describes Mr. Cashill,
a participant in the establishment of Rhode Island Citizens, as a
close friend of Mr. Holmes, DCCC alleges the expenditure was

coordinated with Mr. Holmes.
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Mr. Holmes has stated that he 4id not coordinate or
cooperate with the NRCC or Rhode Island Citizens, nor is there
any evidence he 4id. The only evidence of coordination offered
by the complainant is the characterization in the newspaper
article of Mr. Cashill as a close friend of Mr. Holmes. Another
article states that Mr. Cashill is a close friend of Mr. Holmes
and that Mr, Holmes "is gearing up to run against St Germain."

The assertion by the complainant of a close friendship
without more concrete evidence is insufficient to show that the
NRCC, through Mr. Cashill, and Mr. Holmes coordinated the
expenditure for the mailing. The complainant has not provided
evidence that Mr. Holmes consented to having another person make
expenditures on his behalf, and Mr. Holmes has stated that he did
not consent to any expenditures by NRCC. Moreover, there is no
other indication of the alleged coordination in the record.

Finally, the complainant alleges Mr. Holmes is a candidate
because the RNC paid $15,000 for a poll "designed to lay the
foundation for Mr. Holmes' candidacy."™ DCCC alleges that,
despite statements by Mr. Holmes that the poll will help him
decide whether to become a candidate, Mr. Holmes is already a
candidate who has not followed FECA procedure. The complainant
argues that the poll should not be considered a testing the
waters activity,

Section 100.8(b) (1) (i) of the Commission's regulations
excludes payments made solely to determine whether an individual

should become a candidate from the definition of the term
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expenditure. That section states that conducting a poll is a
permissible activity exempt from the definition of the term
expenditure, if it is conducted to determine whether an
individual should become a candidate. If the individual later
becomes a candidate, his or her principal campaign committee must
report the testing the waters activity on its first report filed
with the Commission. 11 C.F.R. 100.8(b) (1) (i). The exemption
does not apply to payments indicating that an individual has
already decided to become a candidate for a specific office.
11 C.F.R. 100.8(b)(1)(ii). An individual is considered to have
decided to become a candidate if he or she makes or authorizes
written or oral statements referring to him or her as a candidate
for a particular office. 11 C.F.R. 100.8(b) (1) (ii) (C).

Mr. Holmes, according to the newspaper articles attached to
the complaint, said that the poll will help him decide whether to
run against St Germain. Although one article states that Mr.
Holmes "...is expected to the GOP Pirst District nominee,"
Exhibit C to the complaint, as discussed above, there is no
evidence in the complaint that Mr. Holmes has already decided to
become a candidate. Also, there is no evidence Mr. Holmes made
or authorized statements referring to him as a candidate. 1In
addition, Mr. Holmes has stated in his response to the complaint
that he has not been a candidate for Representative St Germain's
seat. Thus the evidence does not support a finding that Mr.
Holmes was a candidate for purposes of the FECA, and, therefore,
the Office of General Counsel recommends that the Commission find
no reason to believe Mr. Holmes has violated 2 U.S.C.

§ 432(e) (1) by failing to register as a candidate.
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I1X. General Counsel's Recommendations

The Office of General Counsel recommends that the

Commission:

b i Find reason to believe the National Republican
Congressional Committee and Jack McDonald, as
treasurer, and the Republican National Committee and
William J. McManus, as treasurer, violated 2 U.S.C.
§ 44la(d).

Find no reason to believe the National Republican
Congressional Committee and Jack McDonald, as
treasurer, and the Republican National Committee and
William J. McManus, as treasurer, violated 2 U.S.C.
§ 4414.

Find no reason to believe John A. Holmes, Jr. violated
ZiU.S.C. § 432(e) (1) and close the file with respect to
him,

Approve and send the attached letters.

Charles N. Steele
General Counsel
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Kenneth A. Gross
Associate General Zounsel

Date

Attachments
1. Mailing
2. Complaint
3. NRCC response
4. RNC response
5. Holmes response
6. Proposed letters
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Exhibit

RﬁODE | CITIZENS
FOR ACC ABILITY
' IN GOVERNMENT

Dear Taxpayer:

You may have heard that our Congressman, Fernand St Germain, has been accused
of some very serious charges.

Al he Wall Street Journal, The Providence Journal Bulletin, and other
Sy a $t Germain has amassed a multimillion doliar

respected newspapers. Congreseman
pe:eocn!al fortune by using his public position to help weaithy investors.

it's time to clear the air.

That's why Rhode Island Citizens for Accountability in Government are asking
Congressman Syl Germain to disclose in detail his financial records and make available to

the public his tax returns.

Unfortunately, St Germain has refused. And that's bad because the people of Rhode
Island have a right to know if our Congressman is telling the truth.

W \ w_{

In past vears. public officials of both political parties luve given the public a complete

financial accounung of themseives.

some who come quickly to mind are Richard Israel when running for Attorney
General. John Hawkins for U.S. Senate, Joseph Garrahy for Governor, Vincent Cianci. Jr.
for Mayor of Providence, and incumbent Mayor, Joseph Paolino, Je.

If they found this course suitable, why not Congressman St Germain?

Just at a time Rhode [sland citizens are demanding our leaders be honest and above
reproach, we cannot afford to have this dark cloud hanging over our heads.

There's only one solution: Congregsman St Germain must come clean by fully

3i is taxes and . To do otherwise would bring an end to our efforts to rd
our government of corruption and those who seek personal gain.

That's why we—Rhode Island Citizens for Accountability in Government—urge vou
and other members of vour household to sign the attached petition and mail it to us
immediately.

_ The petition asks the U.S. House of Representatives’ Ethics Committee to officially
investigate these serious charges and further demands that St Germain publicly disciose his
taxes and finances.

The people of Rhode [sland deserve to know the truth. The time for answers i1s now

Sincerely.

Sanad-¢ werLurg

Sandra Winslow. Chairperson
P.S. Please sign the petition and maii immediately

H

To: Honorable Julien Dixon, Chairmen

| (we), the undersigned, urge
the Ethics Committes of the House




The members of Rhode Island
Citizens for Accountability in
Government—a non-partisan group —want
to know the truth about the financial
charges made against Congressman
St Germain.

Only you, Congressman, can set the
record straight.

No Postage
Necessary
It Malled

Unned Stales

BUSINESS REPLY MAIL
First Class Permit No. 1408  Providence, R.I. 02908

Postage will e pais By Adiressse

RHODE ISLAND CITIZENS FOR
ACCOUNTABILITY IN GOVERNMENT

PO. BOX 20872

PROVIDENCE, RHODE ISLAND 02908-9990
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COMPLAINT ‘3-“-8}:) m...};;; N
BEFORE THE Saliaigatnlg’ 83 .
FEDERAL ELECTION CONMISSION I
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INTRODUCTION

The Democratic Congressional Campaign Committee
("DCCC®") files this complaint challenging numerous and
significant violations of the Federal Election Campaign Act of
1971, as amended, 2 U.S.C. §431 et seq. ("FECA"), and related
regulations of the FPederal Election Commission, by the
National Republican Congressional Committee ("NRCC"); the
Republican National Committee ("RNC"); Mr. John A. Holmes,
Jr., a candidate for nomination for election to the House of

Representatives from the First District of Rhode Island; aqg;

9

other individuals and organizations whose identities may bEE

revealed in connection with a full investigation by the 23

Commission ("Respondents”). ::
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II.  EACTS -
DCCC attaches, for the review of the General =
Counsel, a series of clippings from various news organizations
reporting on recent activities of Respondents. Thes§
Respondents seek the defeat in the 1986 general election of
the First District incumbent Congressman Fernand St Germain
and the election of Republican John A. Holmes, Jr. To this
end, Respondents ﬁncc and RNC, in particular, are expending

substantial funds, apparently in excess of $40,000 (forty

thousand dollars).

Attadamend L




VIOLATIONS OF LAW

NRCC Evasion of $44la(d) Limits in Connection
With "Direct®” Mailing Attacking the Record of
Mz. 8t G
Commission Advisory Opinion 1985-14, Ped. Elec. Camp.

Pin. Guide (CCH) § 5819 (May 30, 198S), is dispositive on this

issue. Direct mailings of this nature, even if framed without

an explicit "electioneering” message, are subject in full to

the limits which apply to a party's support of its general
election candidates. See also 2 U.S.C. §44la(d).

NRCC apparently does not intend to comply with these
limits. 1In the news article marked Exhibit F, an NRCC "field
representative®” is either unaware of or indifferent to the
Commission'’s holding in Advisory Opinion 1985-14. This NRCC
official contends that the apparent absence from the mailing
of both a formally declared Republican candidate and of an
explicit "electioneering” statement obviates the need for an
allocation to the limits. Advisory Opinion 1985-14
demonstrates that this is a false, likely a wilfully false,
reading of the law and of the Commission's position on the law.

B. NRCC Violation of "Disclaimer” Requirements

NRCC's mailing has been prepared without any
reference to a conceded fact: NRCC paid for this mailing in
full, including NRCC staff time in "polishing®™ (Exhibit C) the
written text and handling the mechanical requirements for

mailing.
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Democratic Member of Congress from the First District of Rhode
Island. Because of the nature of these activities, including
their clear coordination with Mr. Holmes and his closest
associates, the expenditures associated with these activities
have exceeded the threshold requirements for the formal
registration of Mr. Holmes' candidacy under the FECA. 2 U.S.C.
§431(2). Conversely, none of these actions, taken alone or in
context, can properly be qualified as expenditures for
“"testing the waters" which would otherwise be available as a
basis for avoiding registration at this time.

1. The Mailing

The direct mailing funded by NRCC, and described
fully elsevhere in this Complaint, constitutes an allocable
expenditure subject to the limitations which apply to NRCC's
spending on behalf of its Pirst District general election
candidate under §44la(d). See p. 3 of this Complaint.
Moreover, the making of this expenditure was coordinated
closely with Mr. Holmes, through one of his close political

associates who participated in the establishment of NRCC's

“front® organization, Rhode Island Citizens for Accountability

in Government. Specifically, news reports (Exhibits C and E).
indicate the involvement in this scheme of Mr. Thomas J.
Cashill, described as a "close friend of Republican State
Chairman John A. Holmes, Jr., who is expected to be the GOP
Pirst District nominee.” (Exhibit C.) A Commission

investigation pursuant to this Complaint will reveal, as these
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expenditure with any potential candidate or candidates, it dia

so. Mr. Holmes' involvement with this expenditure, his
consent to this expenditure, required him to abandon the
pretense of testing the waters and to register as a candidate
under the FECA with full disclosure obligations under the
lawv. In failing to do so, Mr. Holmes violated the FECA.

2. The Poll

News reports also reflect the RNC's payment for a
$15,000 (fifteen thousand dollar) poll designed to lay the
foundation for Mr. Holmes' candidacy. (Exhibits D and E.)
While these reports also incorporate statements by Mr. Holmes
suggesting that this poll will only aid him in making a
decision on candidacy, the circumstances indicate otherwise.

As stated, all of the activities described in this
Complaint must be taken together, as one concerted and
coordinated program to promote Mr. Holmes' candidacy prior to
formal declaration -- and undermine the candidacy of his
expected opponent, incumbent Congressman St Germain. These
activities include the television advertisements, the mailing
and the poll, all of which are critical elements to a full
fledged campaign for nomination and election to federal
office. Moreover, in all cases, funding for these purposes is
being supplied by the National Republican Party by two of its
affiliated committees, NRCC and RNC. The legal significance
of RNC's payment of the poll for Mr. Holmes cannot be divorced

from this context.




clarification of of the law, and particularly §44la(d), as it
applies to both the Democratic and Republican Parties, and no
less to NRCC and RNC. Even this enforcement effort appears to
have come to naught, as the national Republican Party is
currently ignoring it altogether.

DCCC requires action on its Complaint now, not six
months or one year from now. Any delay will render the party

financing limitations of the law a "dead-letter® in 1986.

Respectfully submitted,

T

. Bauer

Counsel, Democratic Congressional
Campaign Committee

13288

DISTRICT OF COLUMBIA

Subscribed and sworn to before me this 20th day of
December 1985.

otary Public

My commission expires: \3/3// P}




X FOR ACCOUNTABILITY
IN GOVERNMENT

Youmylunheﬁdmtmmml«mdaammmm
of some very serious charges.

According to the Wall Street Journal, The Providence Journal Bulletin, and other
St Germain has amassed s multimillion dollar

respected newspapers, Congressman
personal fortune by using his public position to help weslthy investors.
It's time to clear the air.

That's why Rhode Isiand Citizens for Accountability in Government are asking
St Germain to disclose in detail his financial records and make available to
the public his tax returns.

Unfortunately, St Germain has refused. And thsat's bad because the people of Rhode
Island have a right to know if our Congressman is telling the truth.

In ! both the
pastvemmpub&om&hol polmalpuuuhavem public a complete

Some who come quickly to mind are Richard lsrael when running for Attorney
General, John Hawkins for U.S. Senate, Joseph Garrahy for Governor, Vincent Clandi, Jr.
for Mayor of Providence, and incumbent Mayor, Joseph Paolino, Jr.

If they found this course suitable, why not Congressman St Germain?

Just at 2 time Rhode Island citizens are demanding our leaders be honest and above
reproach, we cannot afford to have this dark cloud hanging over our heads.

'l'o doomerwhe would bﬂnganendtoouxetfom to rid
ourgovcmmemofcompdonandthoscwhoseekpenomlm

That's why we—Rhode Island Citizens for Accountability in Government—urge you
and%ﬂdmembenofywbmueholdwﬁmtheamdndpeﬂdonandmniuous
immediately

The petition asks the U.S. House of Representatives’ Ethics Committee to officially
investigate these serious charges and further demands that St Germain publicly disclose his
taxes and finances.

The people of Rhode Island deserve to know the truth. The time for answers is now.

Sincerely,
Sandrz Wensiow
Sandra Winslow, Chairperson

P.S. Please sign the petition and mail immediately.

T LSS LTINS
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REODE ISLAN®PCITIZENS
FOR ACCOUNTABILITY
IN GOVERNMENT

Dear Taxpaver:

You may have heard that our Congressman, Fernand St Germain, has been accused
of some very serious charges.

Accordmgtome Wall Street Journal, Tbe Providence Journal Bulletin, and other
St Germain hss amassed s multimillion dollar

ed newspapers, Congressman
penomlfouunebywngmspubucpoddontohdpwemhymvmon
It's time to clear the air.

That's why Rhode Island Citizens for Accountability in Government are asking
Congressman St Germain to disclose in detail his financial records and make available to
the public his tax returns.

Unfortunately, St Germain has refused. And that’s bad because the people of Rhode
Island have a right to know if our Congressman is telling the truth.

In past vears, pubﬂco!ﬁdalsofbod:polmpamahave en the public a complete
financial accounting of themselves. id

Some who come quickly to mind are Richard Israel when running for Attorney
General, John Hawkins for U.S. Senate, Joseph Garrahy for Governor, Vincent Ciandi, Jr.
for Mayor of Providence, and incumbent Mayor, Joseph Paolino, Jr.

If they found this course suitable, why not Congressman St Germain?

Just at 2 time Rhode Island citizens are demanding our leaders be honest and above
reproach, we cannot afford to have this dark cloud hanging over our heads.

There's onlv one solution: Congressman St Germain must come clean by fully
disclosing his taxes and finances. To do otherwise would bring an end to our efforts to rid
our government of corruption and those who seek personal gain.

That's why we—Rhode Island Citizens for Accountability in Government—urge you
and other members of your household to sign the attached petition and mail it to us
immediately.

The petition asks the

investigate these serioy
taxes and finances.

The peopl
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320 PINST STREET, S.E. * WASHINGTON. D.C. 20008 ¢ 202.479-7000

February 19, 1986
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Charles N. Steele, Esquire
General Counsel

Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

350

b/

Dear Mr. Steele:

3

Re: MUR 2116
This letter and the attached exhibits are submitted by the

National Republican Congressional Committee ("NRCC®) pursuant to 2

U.S.C. 437g(a)(l) in response to a complaint filed by the Democratic

R 504090

Congressional Campaign Committee ("DCCC®") denominated Matter Under
Review ("MUR") 2116. PFor the reasons set forth herein, the Federal
Election Commission ("Commission®) should find no reason to believe

that NRCC has violated the Federal Election Campaign Act, as amended

(*Aact )

Pag tor Dy rve Naton i ReguBiican ORI’V 0N LaMmMirteas Nt produced M JOVITAMEnt 10ense

Attichment 3




A. The Article

On September 11, 1985, The Wall Street Journal published a

front page article concerning Congressman Pernand St Germain
entitled "Making a Fortune/As a Private Investor, House Banking
Chief Has Grown Very Rich/Rep. St Germain Has Had Lots of Help From
Those He Has Aided Officially." (See Attachment A).

The article, by reporters Brooks Jackson and Tim Carring-
ton, chronicles in more than 20,000 words how the powerful chairman
of the House Banking Committee has garnered a personal fortune
during his 24-year career as the elected Representative of Rhode
Island's First Congressional District. The article states:

An examination of his [St Germain's)]) private investments

shows that, in acquiring his fortune, the congressman has

had lots of investment help from people and institutions
that have benefited from his official actions.

As House banking chairman, the 57-year-old Mr. St Germain

is among Congress' most powerful lawmakers. He presides

with unusually strong authority over a committee that
routinely handles multibillion-dollar matters that shape

the nation's fast-changing financial system. He also is a

force to be reckoned with at federal banking agencies.
Wall Street Journal, Sept. 11, 1985, at 1, col. 1.

The Journal article reports that the founder and chairman
of a Florida savings & loan institution included Congressman St
Germain in several "potentially lucrative real estate investments"

that were not offered to the public, while Congressman St Germain

had his staff contact the federal Home Loan Bank Board on matters




concerning the chairman's savings & loan; that Congressman St

Germain bought five restaurants with money from Rhode Island lending

institutions "that put up nearly 1008 of the purchase pricevand

assumed most of the risk"; and that Congressman St Germain is ®"still
reaping profits from earlier, publicized real-estate investments"
arranged by a Rhode Island developer "who himself profited from
federally subsidized housing developments that the congressman
helped obtain for the state.® 1Id.

The Journal article also states:

(A]ls his power has grown, so has his wealth.

(The Internal Revenue Service is investigating

what it terms 'abusive' tax shelters into which

the congressman put $120,000 of his money for

$405,000 in promised tax deductions).
1d.; see Exhibit B.

B. The Public Debate

The reaction to the report concerning St Germain's record
and actions as an elected public official was swift, both in Rhode
Island and around the country. (See Exhibits C - J). Newspapers
and members of the public alike commented on the record and actions
of the chairman of the House Banking Committee.

l. The Media

On September 13, 1985, the Providence Journal Bulletin

editorialized "on the congressman's growing affluence in tandem with
his ascendancy in the U.S. House®" and the public's need to be sure
of its legitimacy. (See Exhibit C). The editorial, entitled "Mr.

St Germain Can Help Clear the Air®", said in part:




All he [St Germain] needs to do is what a number
of other major Rhode Island political candidates
have done in past years: publicize his income
tax returns and net worth statements. Although
such information is properly confidential for
average citizens, its disclosure by public
office-seekers is hardly unwarranted. This is
particularly true in the case of an official
whose private income has been the subject of
repeated question. ‘

[Noting several Rhode Island public officials who
made their returns public, the editorial asked:]
If they found this course suitable, why not Mr.
St Germain?

[T)he congressman ought to furnish his income tax
returns and net worth statement for a more
accurate reading. Other candidates have adopted
this as a good practice. It would seem
especially appropriate for someone in Mr. St
Germain's situation.

The Washington Post, in editorials on September 18, 1985

(see Exhibit D) and September 22, 1985 (see Exhibit E), called upon
the House Committee on Standards of Official Conduct to investigate
congressman St Germain's actions:

The question is whether Mr. St Germain, chairman
of the House Banking, Finance and Urban Affairs

Committee, has used his high position to enrich

himself improperly.

These questions go to the heart of the integrity
of the House and of the Democratic majority that
elected Mr. St Germain to his chairmanship....
The substantive responsibilities of a person in
Mr. St Germain's position are as great as those
of any member of Congress. If he is innocent of
the charges, he deserves to be publicly cleared
of them; confidence in his actions is at stake,
as is fundamental fairness to the man. If it is
established that he has undermined his ability to
fulfill those responsibilities by attempting to
enrich himself improperly, it would be a grave
dereliction of duty for Congress not to take
stern disciplinary action.

See Exhibit E.
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In the same vein, Common Cause, the self-styled citizens

lobby, issued a September 13, 1985 press release (Exhibit F) and

sent letters to all members of the House Ethics Committee. (Exhibit
G). Common Cause commented on the record and actions of an elected
public official, and called for "an investigation concerning the
allegations made about Rep. St Germain to determine if House rules
have been violated and to report publicly on its findings.® 1d.

The editorials and requests for investigations attached as
Exhibits C - J are all commentary and reports on the record and
actions of an elected public official. They do not advocate the
election or defeat of any candidate or solicit political
contributions.

2. The NRCC

The NRCC, as an unincorporated association authorized by
the Republican members of the United States House of Representa-
tives, is obviously concerned with the reputation and effectiveness
of that institution. Accordingly, the NRCC's duties and rights
include constructive public commentary about the events of the day
and the House as an effective body.

The NRCC also is an organization concerned with the
performance, actions and the record of public officials. 1In the

wake of the reports in the Wall Street Journal, the Providence

Journal Bulletin and other newspapers in Rhode Island and around the

nation, the NRCC participated in the public debate. 1Its views were
those shared by the media and Common Cause. The NRCC commented on

issues of public importance by: (1) aiding a local citizens group




" which requested assistance for a mailing about Congressman St
Germain (Exhibit K), and (2) producing and broadcasting a television
message calling upon an elected public official to release
information about his tax returns in order to clear up serious

allegations made about his conduct while in public office, see,

infra. at 8-9.
In response to a request from the Rhode Island Citizens for

Accountability in Government (®"Rhode Island Citizens"), NRCC

assisted that organization with a mailing. As a condition for

spending its funds, NRCC received assurances from Rhode Island

Citizens that it would not advocate the election or defeat of any
candidate.
As of January 28, 1986, the only announced candidates in
Rhode Island's First Congressional District were Congressman St

Germain and Edward P. Beard, a former congressman who announced his

challenge to St Germain following the revelations of St Germain's

ol actions. Both are Democrats. There are to this day no Republican

candidates.

On February 17, 1986, Rhode Island Citizens sent to the

House Committee on Standards of Official Conduct the signatures of
2,080 residents of the First Congressional District who responded to
the mailing calling for an official investigation into the
accusations against St Germain and for St Germain to disclose fully
his tax and financial records. See Providence Journal, Feb. 18,

1986, at A7, col. 2.



II. ARGUMENT

The DCCC alleges that: the "'Direct' mailing attacking the
record of Mr. St Germaine®" constitutes spending by NRCC subject to
the spending limits of 2 U.S.C. 44la(d); the mailing (Exhibit K)
lacked a required disclaimer, and this activity should have forced
an individual, who is not an announced candidate, to announce his
candidacy.

A. The Limits of 2 U.S.C. 44la(d) Are Not Implicated.

Section 44la(d) of Title 2 of the United States Code
applies to expenditures made in connection with the campaigns of

candidates for federal office. 1In Advisory Opinion 1985-14, the

commission "concluded that the limitations of section 44la(d) would

apply where the communication both (1) depicted a clearly identified
candidate and (2) conveyed an electioneering message." Fed.
Election Camp. Fin. Guide (CCH) ¢ 5819 at 11,185 (May 30, 1985)
(citing Advisory Opinion 1984-15).

In that same advisory opinion, the Commission defined
"electioneering messages” as "statements ‘'designed to urge the
public to elect a certain candidate or party." Id. (citing United

States v. United Auto Workers, 352 U.S. 567, 587 (1957)); see also

Advisory Opinion 1984-62, Fed. Election Camp. Fin. Guide (CCH)
Y 5813 at 11,169 (March 21, 1985). Neither the mailing nor the
television message at issue contain anything that could be construed

as an "electioneering message."




l. The Mailing

The mailing in this case contains no "electioneering
message®” as defined previously by this Commission and the courts.

In Advisory Opinion 1985-14, the Commission's latest decision on the
subject, the mailing refers to "Republicans®" and ®"your Republican
congressman® and urges the reader to contact the "Republicans in
Congress." Some versions also had the tag line "Vote Democratic.®
The mailing at issue in this case has no reference to any political
party. See Exhibit K. Nor is there any reference to any election,
either past or future. Id. There is no reference in the mailing to
the election or defeat of any candidate. Id. There is no
solicitation for any money in the mailing, nor any mention of St
Germain's political campaign finances. Id. There is no Republican
candidate in the First Congressional District of Rhode Island.

It is true that the mailing by Rhode Island Citizens (and
the NRCC television message) identifies a public official and
discusses his actions and record as a member of the United States
House of Representatives. That is permitted under the Act and is
the First Amendment right of the press in Rhode Island, the press
around the country, Common Cause, Rhode Island Citizens, the NRCC
and all citizens of this country.

The statements complained of by DCCC are indistinguishable

from press reports, editorials and public comments. For example,




the mailing states on its cover: °It's time to clear the air." (See
Exhibit K). The Providence Journal Bulletin's September 13, 1985
editorial is entitled: “Mr. St Germain Can Help Clear the Air.*
(Exhibit C).

The mailing reports on the articles in the Wall Street

Journal and the Providence Journal Bulletin and repeats their

finding that "Congressman St Germain has amassed a multimillion
dollar personal fortune by using his public position to help wealthy
investors."” Exhibit A. It requests that readers "sign the
attached petition and mail it to us immediately.®" The petition asks
the United States House of Representatives' Committee on Standards
of Official Conduct to "investigate these serious charges"
officially and further demands that St Germain publicly disclose his
taxes and finances. That is nothing more than what Common Cause
urged in its letter to the House Committee on Standards of Official
Conduct and in its accompanying press release. Exhibits F, G.

NRCC's financial support for such mailings is not subject
to any limitation under section 44la(d).

2. The Television Message

The DCCC argument that the television message at issue
promotes the candidacy of John Holmes and triggers 2 U.S.C. 44la(d)
is unsubstantiated by any citation to the message itself. The

complete script of the message reads:




cg: TAXES
dissolve
?

Evelyn C. Green CONGRESSMAN ST GERMAIN WON'T BE
OUT OF TROUBLE UNTIL HE RELEASES
HIS INCOME TAX FORMS.

Ezida M. Silva IF HE DOESN'T HAVE ANYTHING TO
HIDE, IT DOESN'T DO HIM ANY HARM
TO RELEASE THEM.

John J. O'Brien III I THINK HE SHOULD OPEN UP HIS
BOOKS. THAT WAY IF HE'S CLEAN
HE'S CLEAN, . .IF NOT, WE GOTCHA'.

Evelyn C. Green WHAT HE'S DONE MAY NOT BE ILLEGAL,
IT SEEMS UNETHICAL, BUT WE WON'T
KNOW UNTIL HE COMES CLEAN WITH THE
PUBLIC.

super: Tell us the truth Ann: TELL US THE TRUTH CONGRESSMAN

Congressman St Germain. ST GERMAIN.

disclaimer in

(over 1040 tax form)

These are the statements of Rhode Island citizens interviewed at

random. An examination of the statements shows that none mentions

any political party. There is no reference to any election, past or

future. There is no mention of the election or defeat of any

candidate. There is no solicitation for any money, nor any mention

of St Germain's political campaign finances. There is no mention of

John Holmes, the purported "candidate."

This message cannot violate the Act since it does not

concern the election of a candidate for the House. See Advisory

Opinion 1985-14, Fed. Election Camp. Fin. Guide (CCH) ¥ 5819 at

11,185 (May 30, 1985). The broadcast contains no "electioneering




i, 11:;* A

: moliaqe and no mention of any palitiqil‘pazty aff¢iliation.”

Id.
Accordingly, under AO 1985-14, this message does not implicate the

Act and its broadcast is not a cont:ibutton.l/

B.' No Notice is Required gg; the Mailing at Issue.

DCCC alleges that the mailing at issue requires a statutory
notice.
Under 2 U.S.C. 441d(a) and 11 C.F.R. 110.11(a), notices are
needed only if the "communications expressly advocate the election
or defeat of a clearly identified candidate, or solicit any
contribution."®
The complaint does not, as it cannot, cite any language in
the mailing that advocates the election or defeat of any

e~ 2/

candidate.= The mailing does not solicit funds. The mailing

does comment on the record and actions of an elected public
official. But neither the mailing at issue nor, for example, the

press release from Common Cause require notices under the Act.

1/ DCCC is correct that the television message included a
sponsorship notice, since that is a prerequisite of the Federal
Communications Act. The mailer at issue did not contain a notice
because none was required. See 11 C.F.R. 110.11 and Section B,
infra.

2/ The complaint also attempts to belittle the citizens group and
its numerical strength, see Complaint at 4 n.l, as consisting of
only "two founding members.® On Pebruary 17, 1986, leaders of Rhode
Island Citizens presented petitions signed by 2,080 persons to the
House Committee on Standards of Official Conduct calling for an
investigation into St Germain's actions and for the Congressman to
release his tax returns. Providence Journal, Feb. 18, 1986, at A7,
col. 2.



C. Registration of a candidate.

Since the activities alleged in the DCCC complaint consist
of protected commentary on the actions and record of an elected
public official, and do not contain an electioneering message, none

of the costs of the activities are allocable to any candidate or

potential candidate.g/ In effect, the complaint is an attempt to

stifle legitimate criticism by the Rhode 1Island Citizens for
Accéuntability in Government and the NRCC about a controversial
legislator.

The mailing and messages at issue in this matter address a
matter of éreat public importance. But they do not advocate the
election or defeat of any candidate. Nor do they solicit any
funds. On the basis of Advisory Opinion 1985-14 payments for these
activities are not contributions. Thus, they cannot create
candidacy since the definition of a candidate in part presumes the
receipt of contributions over a threshhold amount. 2 U.S.C.
431(2). Accordingly, any expenses paid by NRCC for these activities

do not create candidacy for John Holmes or any other person.

3/ Assuming arguendo that any costs are allocated toward a
candidate as a result of the mailing or the television message, then
by the DCCC's logic they should be allocated to Edward P. Beard, the
only announced candidate besides St Germain at the time of the
mailing. NRCC, however, rejects the claim that a contribution has

been made to any person.
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III. CONCLUSION

Por the reasons set forth above the Commission should fingd

no reason to bdlieve that NRCC violated the Act.

Sincerely,

Al
Jan W. Baran
Geperal Counsel

Legal/ Counisel
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Making a Fortune
* <a Private Investor,
House Banking Chief
Has Grown Very Rich

Rep. St Germain Has Had
Lots of Help From Those
He Has Aided Officially

The Summe.rme in Newport

By Jacxson

And ‘CaraINGTON
&qgnmnd Wais Svaser Jounnas
*I'm Aere Mr. and Mrs.
Consumer, like My mother and ded. "'~
RTp. Fernand St Germain, in an inter-

view.

LWASHINGTON -~ While
Greene's Florida savings and loan asso-
ciation was seeking federal permission to
n;m“ m:ck I:mlem. Rep. Fernand St Ger-

8j0’'s top was repeatedly |
regulators to check on the pms’h:fnt::
application. When the sale was a 3
tha congressman bought more than $15,000

e newly issued stock.

Clich is the private financial life of Rep.
St Germain (he doesn’'t use the conven-
tion®! period in his
last name), who is
chgirman of the
House Banking Com-
miliee and self-pro-
claimed champion ot
cogsumers and com-
mon folk like his
working-class par-
ents. Ever so
quietly, during his 24
years in the House,
the Rhode Island /-
Democrat has be- ' f} )

come a millionaire. o, — . Cerodin
An examination of Fernand st 3

his private investments shows that. in ac-
quiring his fortune, the congressman has
had lots of investment help from people
and institutions that have benefited from
his official actions.

As House banking chairman, the S7-
yearold Mr. St Germain Is among
Congres's most powerful lawmakers. He
presides with unusually strong authority
over a committee that routinely handles
multibillion-dollar matters that shape the
nation’s fast-changng financial system. He
also is a iorce to be reckoned with at fed-
e * banking agencies. And as his power
i .Town, so has his wealth. (The Inter-
nai Revenue Service 1s investigating what
it terms “‘abusive’ tax shelters into which
the congressman put $120.000 of his n ney

for $405.90 in promised tax ded: i:uns.

Close to the Vest

Mr. St Germain insists he has steered
clear of ethical problems. "I have invested
in diverse areas along with (riends and
business associates.” he says. “At all
times, | have been scrupulous to avoid con-
flicts." The congressman-who
boasted that his cards aren‘t close to his
vest, “'they're imprinted on my chest'’ -
won't discuss many details of his personsl
holdings.

The analysis of his finances has been
pieced together from his sometimes-incom-
plete financial-disclosure forms. from in-
terviews, and from public records oa file
at the Securities and Exchange Comimis-
sion in Washington and in more than a
dozen state and county offices in Rhode Is-
land, Florida, Texas, New York and Mary:
land. It includes these findings:

-Mr. Greene, the founder and chair-
man of Florida Federal Savings & Loas in
St. Petersburg. Fla., arranged for Mr. St
Germain to be included in several poten-
tially lucrative real-estate investments in
Florida. Meanwhile, Mr. St Germain's
chief t!'f‘:t:ﬂngao;lducud the federal Home
Loan on matters
Florida Federal. o

Mr. Greene says he never asked Mr. St
Germain to intervene on his behalf at fed-
eral agencies. He confirms that he invited
the congressman into three land-ownership
deals, which weren't offered to the public.
“[t's like anything else,”” Mr. Greene says,
*You sit dovn with your buddies and say.
‘Do you want in?' And you either say yea
or nay.”

—The foundation of Mr. St Germain's
wealth, five International House of Pan-
cakes restaurants, was bought with $1.3
million 1n mortgages from Rhode Island
lending institutions that put up nearly 100%
of the purchase price and assumed most of
the risk. One lender then publicly praised
Mr. St Germain's legislative help.

—Rep. St Germain is still reaping
profits from earlier. publicized real-estate
investments arranged by a Rhode Island
developer, Roland Ferland, who himself
profited from federally subsidized housing
developments that the congressman helped
obtain for the state.

Blue-Collar Constituents

The congressman still seeks to appeal
to blue-collar constituents in his industrial
hometown of Woonsocket. At a hearing last
year, for example, he pounced on a withess
who argued that a certain proposal was fa-
vored by a banker in Newport, part of Mr.
St Germain's district. *‘Newport! ' he sput-
tered. ‘‘That’'s where the millionaires have
their mansions."*

But Mr. St Germain has becoine a New-
port millionaire himself, goifing there dur-
ing the summer at country clubs, staying
there at his recently acquired $200,000 con-
dominium near the waterfront and drop-
ping in at celebrity tennis matches and an
America’s Cup yacht chrnistening. New-
port's Republican Mayor Patrick Kirby
marvels at the social blossoming of *‘the
new Freddy."

In winter, the congressman has jetted
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with his wife on numerous speaking trips.
for which lobbying and trade 'ggx::s
picked up the tab, o such sunny places as
rto Rico, Boca Raton, Fa., and Hilton

ad, S.C. He spends several weekends 2
gear at his §138.900 condominium in a lux-
Wry high-rise bullding in St. Petersburg,

Ma.

His holdings last year included restau-
yants valued at $1.9 million and a portfolio
@ stocks. real-est‘te partnerships and
money-market mutual f.nds that he valyed
@ between $325,017 and $9« "N0. He re-
cently bought two more Florida co..3cmini-
ums as rental properties, a beach piac:
near Punta Gorda for $190,000 and a gol!-
Yesort property in Titusville for $47.900.

Mr. St Germain didn't inhemt k:s
-wealth; his father was a foreman in a d«
plant. A lawyer, he didn't marry rich or
mhake his fortune in the private sector. in
1964, after his congressional pay was
Téised to $30,000 a year from $22.000, he
t9ld a newspaper interviewer that mem-
bers of Congress would never get rich in
dffice. "'Whatever you make. you're going
to spend.” he said then.

But as he climbed the seniority ladder

‘become Banking Committee chairman
in 1981, his resulting power over the na-
1/on'S Bahking. insurance, brokerage and
construction industries expanded. and so
a1 his wealth. An estimate of his net
gorth at the end of last year is between $2
million and $2.6 million, not counting a
bome In Woonsocket and a condominium
résidence in Washington, D.C.

'Most recently, he has plunged into Flor-
jda real-estate investments with the help c!
Mr. Greene. Starting in December 1930,
Mr. St Germain, Mr. Greene and others
‘bought unimproved land around Alachua.
Fla., near Gainesville, with the idea of sus-
dividing it for sale as home sites. Neitzzr
man’s name appears on deed or mortgaz2
records. however, because the purcha:»
was made through a trust. as permitted by
Florida law. In his annual financial discis-
sures. Mr. St Germain valiues his invesi-
ment in the Alachua deal at between $.5.-
001 and $50.000. Mr. Greene confirms thut
he IS a co-investor with the ccngress:
man.

About 1983 or before—Mr. St Germain
has omitted the purchase date from his ;-
fancial disclosures—the congressman ac:
quired an interest, which he values at te-
tween $3.001 and $15,000. in a Tampa. F.a..
parking lot that is also owned through a
trust. Mr. Greene says he, some of his .aw
partners and Mr. St Germain 2re co-inves-
tors.

In 1482, Messrs. ureene and St Gerli.a..a
juined with others to buy, through another
anonymous trust, 160 acres of farmland in
the path of development about five miles
north of Tampa International Airport.
Land records show the trustee paid about
$1.7 million. The congressman's disc!n-
sures say he paid between $13,001 and 330.-
000 for his interest, and says it already
sroduced income of between §5.001 and £16.-
000. Mr. Greene says he expects the iard
‘ransactions to be profitable. "This is
nooming part of the world.” he says.




The fortunes of Mr. Greene's savings
association depend in large part on leqsia-
tion that passes through Mr. St Germain's
tommittee. Furthermore, (he: congress:
man's chief of staff at the committee, ”‘l:a'::

Neison, has repeatedly

r'c ‘ators concerning Federal's
& .ations.

* In 1983, when Florida Federal was ap-
vlying to convert itself from & dopasitor-
owned mutual association to 8 Steck corpo-
ration, Mr. Neison called top-board offi-

‘{als several times asking about the con-

sersion plan. Through a press spokesman,

Mr. Nelson denies any intent to bring pres-

sure on the agency. saying “these were

$imply calls abovt the geatue, ~=2 ng more
than that.*”

Some board officials saw these calls as
a none-too-subtle prodding, however.
"When the chairman of the House Banking
Committee makes the inquiry and is inter-
ested, you know he's not interested in hav-
ing the thing turned down,'’ says a former
senior attorney at the agency.

That wasn't the first such coniact. A
bank-board official, now retired, recalls
that he became ‘‘absolutely livid” when a

Germain aide called him to complain

that Mr. Greene's son, Raleigh Greene (11,
Who was then Florida Federal's outside
“counsel. had been treated rudely by the

ank- board staff. Actually, the official

ys. *‘We treated him with complete cour:
tesy, but we didn’t give him what he
‘Wanted."

More recently, according to an attorney
suill employed at the agency, Mr. St Ger-
man was ‘‘creating heat’’ on the agency's

+&  ast summer to complete a review of
ai, .pplication by Florida Federal to ac-
(Quire First Mutual Savings & Loan Associ-
‘ation of Pensacola. Fla. The bank board
_was insisting on several conditions, and the
S&L eventuallv drovoed the mereer olan.
The Banking Committee chairman'’s re-
-fationship with Mr. Greene was well-known
around the bank board, a former board
.member says. "'l knew that Raleigh and
Freddy were gond friends.”” he says. "If I
wanted to lobby Freddy, I would talk to
Raleigh.”

But this same former board member
expresses astonishment when {old that the
two men were business partners and that
the congressman had bought stock in Flor-
ida Federal shortly after the board cleared
its sale. Mr. St Germain bought between
$15.001 and $30.000 of the stock in mid-1963,
but he omitted disclosure of the stock pur-
chase when he filed his next annual finan-
cial return 1n May 1984. Last year, after
being questioned by this newspaper about
omissions on his disclosure form, the
chairman filed an amended report that
showed for the first time that he held com-
mon stock in the S&L.

(Federal law makes it a civil violation,
pumishable by a fine of up to $5,000, for a
congressman to “‘knowingly and willfully”
fail to report required information. In seri-
01~ ~ases, it can be a felony punishable by
L five years in jail and a $10,000 fine
fo. a congressman to make **false or frau-
dulent statements on his . disciosure
forms.)

Mr. Greene says he didn't discuss the
stock purchase with the congressman or
ask him to intercede with regulators. Mr.

Soon after this newspaper began askisg -

the congressman’s press spokesmnan abowt
the Florida Federal connection, Mr. Bt
Germain sold the stock. He disclosed the

sale in an unusua! footnote (o his latest dis-

closure report. **The acquisition was in:
tended to be temporary.” he said. *‘My en-
tire interest in the (savings) sssociation
was sold on May 22, 1985." That
nearly two years after he bought the sieek
and he probably lost money if he bought
the shares at the initial offering price of
$20 a share. It closed at $18.75 the day he
says he sold it.

By the time he became Mr. Greene's
business associate, Rep. St Germain was
already comfortably fixed. thanks
to an investment made in 1972, alter he be-
came chairman of the Subcomemittee on
Bank Supervision. Using money borrowed
from Rhode Island lending institutions, in-
cluding federally regulated banks. he
quietly purchased five restaurant buildings
from International Industries Ine. of Bev:
erly Hills, Calif., franchiser of the Interna-
tional House of Pancakes chain.

His ownership of the restaurants for
years was hidden from the public. and he
disclosed the bare outlines of it in 1978 only
when required by the new Ethics in Gov-

ernment Act That disclosure didn't tell the
whole story’ but Common Cause, the seif-
styled citizens’ group. said, then that his
large bank loans posed a potential conflict
of interest. And his Republican congres-
sional opponent. John J. Slocum. charged:

“‘Here's a man who's been in Congress for
the past 18 years, living off a congressional
salary, maintaining two homes, traveling
back and forth between his offices, and
suddenly, lo and behold, at year's end 1977
he's got all the assets he has.'*

Rhode Island voters returned Mr. St
Germain to office handily. but what they
didn't know is that he got the loans without
putting up much of a down payment. The
new ethics law didn‘t require such infor-
mation, and the congressman didn't volun-
teer it.

For example, deed and mortgage rec-
ords show that the Rhode Istand Hospita!
Trust, a national bank based in Provi-
dence. lent him $2.500 :nore than the $239.-
500 purchase price of a restaurant he
bought in the Bronx borough of New York
City. Similarly, records show that Indus-
trial National Bank (now Fleet National
Bank) of Providence, lent him a net total
of $1.000 more than the combined purchase
prices of two restaurants he bought within
four days of each other. one in Providence
and the other in nearby Cranston, R.I.

Not long after. according (0 newspaper
accounts at the time, Old Stone Savings
Bank, which held a mortgage loan of $236.
550 on the congressman's restaurant in
Richardson, Texas, printed Mr. St Ger-
main’s picture in the pre-election issue of
its shareholders' newsletter in 1978 with a
story praising him for legislation. The
headline: *Oid Stone wins congressional
support in opposing reserve bill-would
have reduced Old Stone earnings.™

Mr. St Germain says he didn't do any
special favors for his lenders. He says his

Exhibit A
2 of 3




no-money-down financing was justified be-
cause the mortgages were secured both by
the property and by leases executed by the
tenants, giving the lenders assurances of
adequate cash flow to cover the pay-
ments.

But lenders seem tc have assumed the
major risk. They lent the congressman a
total of $1.3 million at a time when his con-
gressional salary was $42,500. The mort:
gages didn’t make Mr. St Germain person-
ally hable for payments had any of the
restaurant operators failed.

Though the congressman’s risk was
small. his profits have been substantial.
Tota} gross rents amounted to §165,000 in
1978, the only time Mr. St Germain volun-
teered the exact amount. They have al-
most certainly escalated since because
they are based on a percentage of the ten-
ants' sales. Meanwhile, inflation sent the
property values soaring. Last Dee. 31, the
congressman sold his Providence, R.I.,:
restaurant for $470,000, a nearly 59% gain:
over the purchase price. Official tax as-
sessments of the remaining four restau-
rants indicate their values have risen at
roughly the same rate. Land records indi-
cate that Mr. St Germain probably cleared
about $400.000 on the sale of the Provi-
dence restaurant.

The lending institutions that made ali
this possible won't comment on the trans-
actions. “*We don't discuss or give out any
information about private individuals,"
says a spokesman for Fleet National Bank,
which made two of the mortgage loans.

Mr. St Germain insists the loans were
made ‘‘on market terms'* and adds, “‘All
the terms have heen met. The loans were
clearly good business for the financial in-
stitutions.”

Mr. St Germain was introduced to rea!
estate investing as early as 1971 by his
longtime friend, political fund-raiser and
fellow Woonsocket native Roland Ferland.
While the congressman used his growing
political leverage on the banking commit.
tee and with federal agencies to help ob-
tain federally subsidized housing projects
for Rhode Island. Mr. Feriand became one
of the state's biggest developers and opera-

T e S DT "
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tors of those projects. In the earty 1970s,
vest in some of Mr. Feriand’s unsubsidized
luxury-apartment developments. ‘1 said,
‘If something comes along, | hope you'll
consider me,’ ** the con
Partnership records show he eventuslly
put up an injtial $12.500 to buy a 15% inter-

est in two of Mr. Ferland's developments. |

and a 20% interest in a third. The records
show he was the only investor outside the
Feriand family.

hand-

The Feriand transactions paid
me returns. Mr. St Germain, in his latest
financial disclosures, reports selling & part
interest in one Feriand partnership for be-
tween $100,000 and $250.000 in 1980 and re-
ports receiving between $30,002 and $100,
000 as a *"cash distribution" from another
during 1963 and 1984. His recent disclo-
sures do not mention the third partnership,
although land records show it was selling
units as condominiums during 1983.

Mr. Ferland, who was treasurer of Rep.

St Germain's first congressional cam-

paign, is a founder and behind-the-scenes |

power of the political-action committee of
the National Association of Home Builders.
The PAC donated to Rep. St Germain's
lightly contested 1984 reelection campaign,
helping to swell his current campaign war
chest to $602.650. one of the biggest of any
House member. The congressman recently
announced he will seek reelection again
next year.

Mr. St Germain says he sees no ethical
problem with his investments in the Fer-
land developments because the develop
ments he owns don't receive direct federal
subsidies. **I've always paid my share,” he
says. "No special considerations.”

indeed, the congressman maintains that
he takes extra care to avoid being influ-
enced by moneyed interests. He says he no
longer accepts speaking fees for appearing
at financial-industry gatherings (though

the hosts still pay his expenses) _''You can |

be very independent when you don't take
honorariums, he says. "'l think that we
(in Congress) should be able to syrvive on
what we get.”

"Mr. St Germain asked (o be allowed (0 in- |

n recalls. |

L
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IRS: Tax shelters used by St Germain ‘abiisive’

Repriated with permission

Copyright 1008, Dow Jones & Co. All Rights reserved.
WASHINGTON — While other Democrats preached

fax reform, Rep. F

offering wite-offs of more than $400,000

investmeut of €120.000 or less The legali

’lhdm'x -k “'Nd:’ were u:l up eetensibly to mine coal

n Kentucky — is currently being chailenged

Internal Revenue Service. % the
Mr. St Germain won't disclose his returns, 80 it isn't

known what taxes he actually paid, if any. But from

Dec. 29, 1978, to March 31, 1982, he poured tens of

thousands of dollars in%o a series of limited partner-
ships that, according to confidential private placement
memorandums that the promoter circulated to poten-
tial investors, promised quick tax deductions of be-
tween $3.01 and $3.60. for every $! paid in.

These tax shelters — Darnell Associates, Lighthouse
Hill Associates, ARG-80 Associates and Trinity Associ-
ates — were put together by a securities firm in New
York. Partnership records on file in various county
courthouses in New York statg show that Rep. St
Germain put up no more than $120,000 cash, and
perhaps as little as $105,000 plus a $15,000, non-
{nterest-bearing I0U. For this cash, or cash and paper,
the promoter’'s private-placement memorandums
promised write-offs totaling $405,344 during the first
two years of each partnership.

If the congressman was in the 50 percent tax
bracket in each of the five years in question, he would
have reduced his federal income taxes by a total of
$202,672. That would have left him $82,672 ahead on
the deal before the first lump of coal was soid.

As it happened, the partnerships were far more
successful at mining the U.S. Treasury than they were
in mining coal. The promotor. Swanton Corp. of New
Yeork City, earlier this year filed for protection from
creditors under Chapter 11 of the bankruptcy law.
Earlier, Swanton filed an extensive disclosure state-
ment at the Securities and Exchange Commission in
Washington showing: that its coal-mining ventures had

.t)mt others were
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been miserabie failures. In all, 48 mnmhlaym he
ed by Swanton from 1977 and 1984 mined 1% ot
the coal they had originally projected and repaid the
ummdnmmh!ponynmtwomqoldgdm
they put In. % PA
The four tax sheiters in which the co put
his didn't fare any better than the others.

money
Swanton's SEC filings, coupled with its confidential
placement memorandums, show that the four pe >
ships in which be was included mined only 1.6%, of the

. One was discontinued asd
“delayed” by “adverse market
conditions,” according to Swanton's disclosure state-
ment. The limited partners were paid back an average
of oaly 0.6 cent for every dollar they put in.

The IRS is currently contending that the partner-
ships were just a means to milk the tax system, aot
bona fide business ventures. Swanton disclosed {2 a
public filing that the IRS, after a year-long investiga-
tion, told the company on April 15 that it believes
Swanton’s coal partnerships violated Section 6700 of
the tax code. That section forbids promotion of
“abusive” tax sheiters. defined as partnerships that
obtain tax benefits by means of fraud or groes
overstatement of the value of property or services.

Swanton denies the allegation. “It is Swantom's
position that it has not violated Section 6700 in amy
manner,” the company says in an SEC filing. But Rep.
St Germain could possibly face a demand from the IRS
for payment of back taxes and interest. Swanton says
the limited partnerships in its coal programs are likety
to be audited because of the [RS's contention that they
were abusive. i

Mr. St Germain won't discuss these partnerships
except to say in a letter that they “were for a twofold
purpose. They provide what could be a tax shelter, asd
they were purchased during the period when experts
felt that coal certainly was a good investment for &
return in the future.” .

Yet the partnerships warned, in their coofidentisl
placement memorandum, that the promoter had mined
only “minimal” amounts of coal in the past and was of-
fering tax write-offs based on legal positions that the
courts hadn't tested and with which the IRS “may pot: |
agree.” : R |

originally
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Exhibit C

Mr. St Germam can help clear the air 5,

overestimated. On this final point, at
least, he can ecasily end all
speculation.

Rep. Fernand J. St Germain’s sub-

(reprinted yesterday in these .
-~pers) on the congressman'’s
~ affluence in tandem with his ascen-
~-dancy in the US. House. Mr. St

Germain, chairman of the powerful
* “House Banking Committee, reacted
by rejecting any link betweea that

‘position and his personal fortune —
..and by complaining the latter was far

Mr. St Germain has announced for
resiection in 1988. All he needs to do

an officlal whoee private income has

been the subject of repeated question.

Even without Having aroused this
kind of curiosity that has marked Mr.
St Germain's personal finances, var-
ious candidates of both political par-
ties have voluntarily given the public
a complete financial accounting of
themselves. Some who come quickly
to mind include Richard J. Israel
when running for attorney general,
John Hawkins for U.S. Senate, J.
Joseph Garrahy for governor and
Vincent A. Clanci Jr. for mayor of
Providence, as well as the incumbent
mayor, Joseph R. Paolino Jr. If they
found this course suitablé, why not
Mr. St Germain?

So far, the First District congress-
man has restricted his disclosures to
those required by the federal Ethics
in Government Act. This post-Water-
gate law demands only that congress-
men report their finances within
broad categories; exact figures re-
main shrouded. If such imprecision
has contributed to what Mr. St Ger-
main claims are exaggerated esti-
mates of his holdings (pegged at
between $2 million and $2.6 million
by the Wall Street Journal), then the
congressman ought to furnish his
income-tax return and net-worth
statement for a more accurate read-
ing. Other candidates have adopted
this as a good practice. It would seem
-specially appropriate for someone in

{r. St Germain's situation.
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majority party in the House in particular, are not to

if the reputation of Congress generally, and of the
Th_gse questions go to the heart of the integrity suffer harm.

Them with pivotal responsibilities in a most sensitive
regulatory area, must be either cleared

i chairman of the House
and Urban Affairs Committee, has

§4;

to enrich himself improperty.
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Foz Relesse: , IATE
Friday, September 13, 1985

COMMON CAUSE CALLS FOR HOUSE ETHICS COMMITTEE

INVESTIGATIONS OF REPRESENTATIVES DANIEL AND ST GERMAIN

Common Cause today called on the House Ethics Committee to investigate
recent allegations about Representatives Dan Daniel (D-VA) and Fernand
St Germain (D-RI) to determine if House rules have been violated.
In separate letters to committee members, Common Cause raised the two

cases, noting the following:

o) -- on September 10, 1985 the Richmond News Leader reported that Daniel, a
senior member of the House Armed Services Committee, travelled "on an aircraft

» of a defense contractor” and "has not reported the travel on financial

i disclosure forms in recent years.” House rules prohibit the acceptance of gifts

of $100 or more from those having a direct interest in legislation before the
Congress and require disclosure of gifts of transportation from others.

When asked if he knew whether he had complied with the gift limitation,
Daniel told the Richmond News Leader, "I really don't, and the truth of the
matter is, I don't care."”

-=- on September 11, 1985 the Wall Street Journal reported that Representa-
oo tive St Germain "has received lots of investment help from people and institu-
tions that have benefited from his official actions” and listed a number of
allegations concerning St Germain's private investments and his position as
Chairman of the House Banking, Finance and Urban Affairs Committee.

The Code of Ethics for Government Service instructs Members never to accept
"benefits under circumstances which might be construed by reasonable persons as
influencing the performance of his governmental duties.”

Common Cause called for the Committee to investigate in both cases whether
House rules had been violated and to issue a public report of their findings.
Copies of the two letters and the respective newspaper articles which

raised the allegations are attached.



Exhibit G

September 13, 1985

The Honorable Julian C. Dixon

Committee on Standards of Official Conduct
HT-2 Capitol

Washington, D.C. 20515

Dear Chairman Dixon:

Allegations concerning Representative St Germain's private
investments and his position as Chairman of the House Banking,

~ Finance and Urban Affairs Committee appeared in the Wall Street
Journal on September 11, 1985. This press report indicated that
o Rep. St Germain "has had lots of investment help from people and

institutions that have benefited from his official actions.”

A The Code of Ethics for Government Service (72 Stat. Part 2,
Wi B 12, para. 5) instructs Members never to "discriminate unfairly
™~ by the dispensing of special favors or privileges to anyone," nor

to accept "benefits under circumstances which might be construed
L by reasonable persons as influencing the performance of his

governmental duties.”

The House Ethics Manual states that this provision would
look to the "relationship between the receipt of benefits from a
- private source and the official duties or acts of a Member . . .
as to any appearances of possible improprieties, undue influ-
ences, or breaches of the public trust in violation of this
provision which, as noted by the House Committee on Standards of
Official Conduct, works to ‘prohibit conflicts of interest and
the use of official position for any personal benefit.'"

Common Cause believes it is essential for the Committee on
Standards of Official Conduct to initiate an investigation

concerning the allegations made about Rep. St Germain to deter-
mine if House rules have been violated and to report publicly on
its findings.

Sincerely,

LNV

FPred Wertheimer
President
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| l"reddva nd. his ﬁ%ends:

ep. Fernand J. “Freddy” St Germain,
R chairman of the House Banking Com-

mittee, i ot the firvt member of Con.
gress to enrich himself through conflicts of
interent. It would be vain W hope that he would
Le the last. Rut if the House wants o he
sumething more than a national laughing stuck,
it had better get about punishing him in ways
that might Jeter athers for at least a little
while.

St Cermain‘s conduct, as cxposed this week
by the Wall Street Journal, calls at the mini-
mum for the House to reprimand or censure
him and dump him from his chairmanship in
the event that his traditionally indulgent
Rhode Island constituents insist on re-electing
him next year.

It would also seem to warrant a federal
criminal investigstion into his failure W report
his ownership of substantial stock in Florida
Federal Savings and Loan when he filed his
financial disclosure form for 1984. When he
finally disclosed it this year — after he knew
the Juurnal's reporters were on his case -— he
offered the ingenious escuse that “the acquisi-
tion was intended to be temporary.” What
stax k speculstions aren't?

ST CERMAIN'S deep involvement with
Florids Federal and with its chief executive,
Raleigh Creene. 1= all the mure questicnable
because of St (ierinain’s estensive legislative
efforts in behalf of the theift industry. When St
(lermain appeared here for Flurida Federal's
fith anniversary celebration and office tower
groundhreaking in January 1983, he boasted
that his recently enacted deregulation bill
would give savings and ioans the power to
wuinpete against banks and brokerage firmsina
full range of financial services. Was this he.
vause he truly believed in the bill? Or hecause
his good buddy., Greene, had been cutting him
.to three promising Florida land deals and
had helped him finarce a conduminium in
Bayvfront Tower? :

The Journal also disclosed that certain
Rhide Island hanks lent himn nearly the full
purchase price and assumed most of the risk
when St Germain bought five pancake restau-

rants with $1.3-million in mortgages. \Vere the
banks so generous because they Lked him? Or
Lecavse they feared his wrath?

St Cerrcein's bad judgment is proportion-
ate to his power as & committee chairmun,
which is nearly absolute, and which he has used
with definite partiality toward the thrifts. De-
epite criticism, he kept the chairmanahip of the
Financial Institutions Subcommittee after at-
taining the full committes chairmanship in
1981. It hardly needs to be said that it was
wrong for St Germain's staff director to be
pressuring federal banking regulators in sup-
port of Florida Federal’s stock conversion and
uther matters involving the St. Petarsburg in-
stitution. St Germain’s subsequent purchase of
Florida Federal stock looks especially ques-
tionable for that.

POR HIS part, Greene told the Journal
that he never asked St Germain to intercede
with federal regulators. For his part, St Ger-
main isn't saying much except to sccuse the
Journal of viewing his affairs “in the worst
possible light.” The best possible light wouldn't
be any too good.

Creene did admit that he had invited St
Germuin into the Florida real estate deals. “It's
like a:.<hing else,” he told the Journal. “Yuu
sit d¢..a with your buddies and say ‘Do you
want it )’ And you either say yes or nay.” Give
Greerie credit for & candid commentary on
certain “:rms of business practice, but not for
his jud, ment in expusing himself and his insti-
tution to potential criticism. There's something
wrong with the system when powerful bankers
are “bu ‘ lies” with the chairman of a congres-
sional v - king comrittee and cut him in un
land de¢ ‘s not offered to the general public.

It's - ce to know, however, that even St
Germair has his limits. Notwithstanding his
lucrativ  :rivate banking deals, he doesn't ac-
cept he  -zriums for spesking at banking in-
dustry ¢ ventions. “You can be very indepen.
dent w* a you don’t 'ske honorariums,” he
anid. I " 'rk that we (in Congress) should be
sble to - :vive on what we get."”

They -hou!d and they do. The question is
where th -y get it.

Y et PC’"-C(S‘N(S Tiries
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supported innuendos,’’ but he said be

d $13,000
Federal regulators
progress of the instite-

Committes, Paul Nelson,
had been made only to

stock in Florida Federal Sav-
wnnd Loan aftera
cho’c.kanhc

not ‘‘engage in a drawnout
man

poind-by-point argument.*
The newspaper said the 13-term
ton's application to issue the stock.
Mr. St Germain’s chief of staff at
leam the status of the stock propasal.

said the
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Exhibit J

§P probeof
St Germain |

By JOWN MULLIGAN
Journs!-Bulletin Washingten Dusess

WASHINGTON — The Washing-
ton Post yesterday called for an
investigation into a newspaper re-
port that Rep. Fernand J. St Ger-
main of Rhode Island has become a
millionaire with help from
and institutions that have gained
from his actions as House Banking
Committee chairman.

Any House member “should
avoid more assiduously than Mr. St
‘A Germain seems to have done even

the appearance of using his influ-
ence to enrich himself,” the news-

]
> paper said in an editorial that called
for a House ethics committee inves-
L2 tigation.
o The editorial specifically cited
he three elements in a Wall Street
Journal report :
D *...First, that Mr. St Germain
bought five International House of
Lo Fancakes restaurants with $1.3
million in loans from Rhode Island
(o) banks, on terms that required him
to put up little or no cash.
< *Second (that St Germain) profit-
' ed from real estate investments
o arranged by a Rhode Island devel-
: oper who profited from federally
L subsidized housing programs Mr. St
- Germain helped obtain for the
- state.

“Third (that St Germain) has
benefited from land deals in Florida
arranged by a developer who chairs
a savings institution regulated by
the Banking Committee, and that a

! top St Germain staffer made calls
to federal regulators about applica-
tions by the developer’s firms.”

St Germain aide Richard L.
Maurano said that if the ethics
panel decides “to look into some-
thing, they'll find that he's done
nothing wrong. It's their call.”

Maurano noted that St Germain

. will appear on a television inter-
view show in Providence this
weekend to discuss the matter.

The office of Rep. Julian C.
Dixon, D-Cal, the ethics panel’s
chairman. did not answer a request | .

for comment. 5 5




Exhibit

@ A RHODE IS@ND CITIZENS
FOR ACCOUNTABILITY
IN GOVERNMENT

Dear Taxpayer:

You may have heard that our Congreseman, Fernand St Germain, has been accused
of some very serious charges.

According to the Wall Street Journal, Tbe Providence Journal Bulletin, and other
mpocte:' J St Germain has amassed 3 multimillion dollar

newspapers, Congressman
personal fortune by using his public position to help weslthy investors.
It's time to clear the air.

That's why Rhode Island Citizens for Accountability in Government are asking
Congressman St Germain to disclose in detail his financial records and make available to

the public his tax returns.

Unfortunately, St Germain has refused. And that's bad because the people of Rhode
Island have a right to know if our Congressman is teiling the truth.

W v 1.

1n past vears. public officials of both political parties have given the public a complete
_nnancul accounung of themselives. :

some who come quickly to mind are Richard Israel when running for Attorney
General, John Hawkins for U.S. Senate, Joseph Garrahy for Govemor, Vincent Cianci, Jr.
for Mayor of Providence. and incumbent Mayor, Joseph Paolino, Jr.

If they found this course suitable, why not Congressman St Germain?

Just at a time Rhode Island citizens are demanding our leaders be honest and above
reproach, we cannot afford to have this dark cloud hanging over our heads.

There's only one solution: Q%Pm St Germain must come clean by %x
disclosing his taxes and finances. To do otherwise would bring an end to our efforts o rid

our government of corruption and those who seek personal gain.

That's why we—Rhode Island Citizens for Accountability in Government—urge vou
and other members of vour household to sign the attached petition and mail it to us
immediately.

The petition asks the LS. House of Representatives’ Ethics Committee to officially
investigate these serious charges and further demands that St Germain publicly disclose his
taxes and finances.

The people of Rhode island deserve to know the truth. The ume for answers 1s now

Sincerely.

Sana-c wer Ly
Sandra Winslow. Chairperson
P.S. Please sign the petition and mail immediately

d

To: Honorable Julian Dixon, Cheirman
| (we). the undersigned, urge
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The members of Rhode Island
Citizens for Accountability in
Government—a non-partisan group —want
to know the truth about the financial
charges made against Congressman
St Germain.

Only you, Congressman, can set the
record straight.
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it Mailed
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United States
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Republican
National
Committee

£. Mark Braden
Chief Counsel

Michael A. Hess : January 21, 1966
Randall Davis
Deputy Chief Counsels

Mr. Charles N. Steele
General Counsel

Pederal Blection Commission
999 B Street, N. W.
wWashington, D. C. 20463

‘..1 e
O
Y

Sty
=% s

ATTN: Kenneth A. Gross,
Associate General Counsel

EE:24 samvr g

Dear Mr. Steele:

I am writing in response to your letter of January 9, 1986, addressed to Mr.
William J. McManus, stating that the Pederal Blection Commission has
received a complaint alleging that the Republican National Committee may
have violated certain sections of the Pederal Blection Campaign Act of 1971
as amended (PECA).

Your letter enclosed a complaint from the Democratic Congressional Campaign
Committee (DCCC). This complaint provided no factual allegations upon which
it is possible to conclude that the Republican National Committee may have
violated any provisions of the Pederal Blection Campaign Act. Por this
reason, the Commission should take no action against the RNC.

The only actions of the RNC alluded to in the complaint are newspaper
reports of a poll conducted in Rhode Island.

The RNC did commission Decision Making Information (DMI) to conduct a poll
in the Pirst Congressional District of Rhode 1lsland. The poll entailed
approximately forty-eight (48) questions, and the Committee paid DMI
$11,400.00 for their work. The survey was completed on August S, 1985, The
results of the survey vere transmitted to the Chairman of the Rhode Island
Republican Party, Mr. Holmes, on August 22, 1985. It is not clear from the
complaint which specific provisions of the Pederal Blection Campaign Act the
DCCC is asserting that this action violates. There is no allegation that

Allachmend- 4

Dwight D. Eisenhower Republican Center: 310 First Street Southeast hingtor 20003, (202) 883-8838




e ANC has improperly reported this m&vur ot m du!nrmnn tor {t.
eh disbursements would not be in exoess of any somteibution or expenditure
uu. No provision of the Act would prohibit any disbursements for such
“‘agtivities by the WNC. TR Ve AN

Por these reasons, the complaint should .. "d'hu _

Very truly mg. 4

Eni'&uk

B, Nark Braden
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401 1749300 E
Telex 953001 “E A PVD”
Telecopier 401 176-6611

EDWARDS & ANGELL

March 28, 19868

Mr. Charles N. Steele
General Counsel

Federal Election Commission
999 East Street, N.W.
washington, DC 20463

Attention: Kenneth A. Gross, Associate General Coun

Re: MUR 2116 .o

(—)
Steele: ™~

Dear Mr.

This will respond to your letter of January 9, 1986
to Mr. John A. Holmes, whom I represent as his attorney
in this matter.

Your letter asked if Mr. Holmes would submit a
response to you with respect to the Complaint filed
with the Federal Election Commission by the Democratic
Congressional Campaign Committee against Mr. Holmes and
others for alleged violations of the Federal Election
Campaign Act and related regulations.

At no time material to the allegations in the com-
plaint has Mr. Holmes been a candidate for nomination
for election to the House of Representatives for the
First District of Rhode Island.

Contrary to the allegations, Mr. Holmes did not
coordinate and cooperate with the activities of the
National Republican Congressional Committee, the Repub-
lican National Committee, and the Rhode Island Citizens
for Accountability in Government. The mailings, adver-
tisements, and other conduct complained of were done
without seeking or obtaining Mr. Holmes' consent and
without his knowledge.

430 Park Avenue

New York, New York 10022
212 308-4411

Telecopier 212 308-4844

250 Royal Palm Way

P.O. Box 2621

Palm Beach, Florida 33480

305 833-7700

Telecopier 305 655-8719

Telex 3728004 EDWANGELL PBH

265 Franklin Street

Boston, Massachusetts 02110

617 439-4444
Telecopier 617 439-4170
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Moreover, none of the challenged activities pro-
moted the candidacy of Mr. Holmes. Thus, the unsupported
claim that Mr. Holmes was somehow "involved" with the
expenditures supporting these activities such that he
was required to register as a candidate under the Federal
Election Campaign Act should be rejected.

Robert G. Flanders, Jr:

Enclosure

P.S. Mr. Holmes did not receive your letter and the
enclosed Complaint until March 15, 1986. I am

also enclosing a Statement of Designation of
Counsel.




MNOR 2116

MAME OF COUMSEBL:s Robert G. Flanders, Jr., Esq.

ADDRESS: _EDWARDS & ANGELL
2700 Hospital Trust Tower

Providence, Rhode Island 02903
TELEPEONE 3 (401) 274-9200

The above-named individual is hereby designated as my

counsel and is authorised to receive any notifications and other
communications from the Commission and to act on my behalf before

the Commission.

;—Zf' 6
Date

RESPOMDENT'S MAME: John A. Holmes
ADDRESS : 5 Surrey Road

Barrington, Rhode Island 02806

(401) 433-1900




) FEDERAL ELECTION COMMISSION
] wasmincTON, D.C. 20083

E. Mark Braden, Esquire
Chief Counsel
Repudblican Wational Committee
310 Pirst Street, 8.B.
Washington, D.C. 20003

RE: MUR 2116

Republican Mational
Committee

william J. McManus, as

treasurer

Dear Mr. Braden:

™

5¢) The Federal Election Commission notified the Republican
e National Committee and William J. McManus, as treasurer, on
™M

»

January 9, 1986, of a complaint alleging violations of certain
sections of the Pederal Blection Campaign Act of 1971, as amended
("the Act®). A copy of the complaint was forwarded to the
Committee at that time. We acknowledge receipt of your client's
explanation of this matter which was dated January 21, 1986.

Upon further review of the allegations contained in the
complaint and information supplied by you, the Commission,

R on +1986, determined that there is reason to believe

that the Republican National Committee and William J. McManus, as

@ treasurer, violated 2 U.S.C. §§ 44la(d), a provision of the Act.

o You may submit any factual or legal materials which you believe
are relevant to the Commission's analysis of this matter. Please

o submit any such response within ten days of your receipt of this

notification.

The Commission found no reason to believe that the
Republican National Committee and William J. McManus, as
Treasurer, violated 2 U.8.C. § 4414.

The Office of General Counsel would like to settle this
matter through conciliation prior to a finding of probable cause;
however, in the absence of any information which demonstrates
that no further action should be taken against the Committee and
Mr. McManus, the Office of General Counsel must proceed to the
next compliance stage as noted on page 2, paragraph 2 of the
enclosed procedures.

H((M( ©




This matter will :niagp'unn,ffff”~;‘u£§‘.puqfd;nco with
2 U.8.C. §§ 437g(a) (4)(B) and 437g(a) (12) (A) unless you notify
thclgoaulggion ig,wtitlng th‘g;&ﬁ ;gg%g:: ;:O::l:ag:own
ublic. ' you have any queations ntagt Hichele ’
ghc staff member Ilol;:!d'td‘thiif tter, at (202) 376-8200.

Joan D. Aikens
Chairman

Enclosures
Procedures
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

Jan W. Baran, Esquire

General Counsel

Benjamin L. Ginsberg, Esquire

Legal Counsel

National Republican Congressional Committee
320 First Street, S.E.

washington, D.C. 20003

RE: MUR 2116

National Republican
Congressional Committee

Jack McDonald, as treasurer

Dear Messrs. Baran and Ginsberg:

The Federal Election Commission notified the National
Republican Congressional Committee and Jack McDonald, as
treasurer, on January 9, 1986, of a complaint alleging violations
of certain sections of the Federal Election Campaign Act of 1971,
as amended ("the Act"). A copy of the complaint was forwarded to
the Committee at that time. We acknowledge receipt of your
client's explanation of this matter which was dated February 17,
1986.

Upon further review of the allegations contained in the
complaint and information supplied by you, the Commission,
on 1986, determined that there is reason to
believe that the National Republican Congressional Committee and
Jack McDonald, as treasurer, violated 2 U.S.C. §§ 44la(d), a
provision of the Act. You may submit any factual or legal
materials which you believe are relevant to the Commission's
analysis of this matter. Please submit any such response within
ten days of your receipt of this notification.

The Commission found no reason to believe that the National
Republican Congressional Committee and Jack McDonald, as
treasurer, violated 2 U.S.C. § 4414.

The Office of General Counsel would like to settle this
matter through conciliation prior to a finding of probable cause;
however, in the absence of any information which demonstrates
that no further action should be taken against the Committee and

(59

4




This matter will remain confidential in agcordance with
2 U.S.C. §§ 437g(a) (4) (B) and 437g(a) (12) (A) unless you notify
the Commission in writing that you wish the matter to be made
public. If you have any questions, please contact Michele Brown,
the staff member assigned to this matter, at (202) 376-8200.

ilnﬁotdly,
Joan D, Aikens

Chairman

Enclosures
Procedures




FEDERAL ELECTION COMMISSION
WASHINCTON, D.C. 20463

Robert G. Planders, Jr.

Bdwards & Angell

2700 Hospital Trust Tower
Providence, Rhode Island 82903

RE: MUR 2116
John A. Holmes, Jr.

Dear Mr. Planders:

On March 15, 1986, the Commission notified your client of a
complaint alleging violations of certain sections of the Pederal
Blection Campaign Act of 1971, as amended.

The Commission, on » 1986, determined that on the
basis of the information in the complaint, and information
provided by you on behalf of your client, there is no reason to
believe that John A. Holmes violated 2 U.S.C. § 432(e)(1).

Accordingly, the Commission closed its file in this matter as it

pertains to your client. This matter will become a part of the
public record within 30 days after the file has been closed with

respect to all respondents. The Commission reminds you that the
confidentiality provisions of 2 U.S.C. §§ 437g(a) (4) (B) and
437g(a) (12) (A) remain in effect until the entire matter is
closed. The Commission will notify you when the entire file has
been closed.

Sincerely,

Charles N. Steele
General Counsel

By: Kenneth A. Gross
Associate General Counsel
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FEDERAL ELECTION COMMISSION
WASHINCTON, D.C. 20463

T0: Office of the Commission Secretary

FROM: Office of General Counsel

DATE: May 19, 1986

SUBJECT: MUR 2116 - General Counsel's Report

The attached is submitted as an Agenda document
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Information Status Sheets
Sensitive

Non-Sensitive

=

Advisory Opinions [ ]
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WASHINGTON, D.C. 20463 A

May 21, 1986

The Honorable Tony Coelho

Chairman

Democratic Congressional Campaign
Committee

430 South Capitol Street

Washington, D.C. 20003

Dear Mr. Coelho:

This is in response to your letter of April 24, 1986, in
which you request information pertaining to the complaint filed
by the Democratic Congressional Campaign Committee with the
Commission.

As you know, the Pederal Election Campaign Act prohibits any
person from making public the fact of any notification or
investigation by the Commission unless the party being
investigated has agreed in writing that the matter be made
public. (See 2 U.S.C. § 437g(a) (4)(B) and § 437g(a) (12) (a)).
Because there has been no written agreement that the matter be
made public, we are not in a position to release any information
at this time. We will notify the DCCC as soon as the Commission
determines what action should be taken.

While, we understand you are anxious for a quick resolution
of this matter, we unfortunately cannot provide any further
information at this time. We will advise you as soon as

possible.
Sincerely,

Asgsociate Geweral Counsel

Enclosure




FEDERAL ELECTION COMMISSION -
WASHINGTON, D.C. 20463 G- !

The Honorable Tony Coelho

Chairman

Democratic Congressional Campaign
Committee

430 South Capitol Street

Washington, D.C. 20003

Dear Mr. Coelho:

This is in response to your letter of April 24, 1986, in
which you request information pertaining to the complaint filed
by t?e ?emocratic Congressional Campaign Committee with the
Commission.

The Federal Election Campaign Act prohibits any person from
making public the fact of any notification or investigation by
the Commission unless the party being investigated has agreed in
writing that the matter be made public. (See 2 U.S.C.

§ 437g(a) (4) (B) and § 437g(a) (12) (a)). Because there has been no
written agreement that the matter be made public, we are not in a
position to release any information at this time.

As Mr. Robert F. Bauer was informed by letter of January 9,
1986 (copy attached), we will notify the DCCC as soon as the
Commission determines what action should be taken. We cannot, of
course, advise you concerning your contemplated action pursuant
to 2 U.S.C. § 437g(a) (8).

Sincerely,

Charles N, Steele
General Counsel

Kenneth A. Gross
Associate General Counsel

Enclosure
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April 24, 1986

Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

Dear Commissioners:

On December 20, 1986, the Democratic Congressional é;mpaiqn
Committee ("DCCC"), through counsel, filed a complaint with the .
Commission, alleging numerous violations of the Federal &lection
Campaign Act by the National Republican Congressional Committee,
Republican National Committee and Mr. John A. Holmes.

Our complaint described in detail violations which were
committed by Respondents in an effort to undermine the reelection
efforts of Congressman Fernand St Germain (and thereby promote
the candidacy of his likely Republican opponent, Mr. Holmes).

Under the Act, Congress has provided for a period of 120
days, beginning the day a complaint is filed, within which the
Commission must act. This period lapsed April 17. However, we
have not, to my knowledge, received notice of the Commission's
disposition of our complaint, nor has any public disclosure of
the enforcement file reflecting appropriate resolution of the
issues been made.

As you know, election years run on immutable timetables, and
election year offenses go unpunished if they are addressed only
when the election is over. 1In election law, "justice delayed" is
a contradiction in terms.

I would ask that the Commission comply with statutory
requirements and bring this matter to a close now in one of two
ways: (1) a completed conciliation agreement, including a civil
penalty proportionate to the offenses committed; or (2) an
immediate move by the Commission to Federal court to seek
judicial assistance if Respondents are refusing to negotiate in
good faith toward a timely and appropriate settlement. One
action or the other is necessary if the public interest is to be

served.

430 SOUTH CAPITOL STREET « WASHINGTON, DC. 20003 « (202) 863-1500

Paid tor and authorized by the Democranc Congressional Campargn Committee

® <@




Federal Election Commission
April 24, 1986
Page Two

As you also know, the DCCC recently filed a separate
complaint regarding similar efforts by the Republican Party in
Michigan to evade expenditure limits and disclosure
requirements.

In short, I am concerned about an emerging pattern of sham
groups and other GOP vehicles that have been created in this
election cycle to funnel resources -- without allocation or
disclosure -- into districts with the sole intent of damaging the
reelection prospects of Democratic incumbents. Given the
experience in the closing days of the 1984 campaign, when
millions worth of so-called "generic" ads began running against
individual House Democrats in their respective districts,

I am not interested in letting this drag on until the fall of
1986.

In the event the Commission is unprepared to act, then I
will direct the DCCC as Complainant to take the action authorized
by law under 2 U.S.C. 437g(8) (A). I hope and trust this will not
be required.

Please let me know if you have any questions. I look
forward to hearing from you.

Sincerely,

< —

TONY COELHO
CHAIRMAN
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March 28, 1986

Mr. Charles N. Steele
General Counsel

Federal Election Commission
999 East Street, N.W.
Washington, DC 20463

Attention: Kenneth A. Gross, Associate General Coun

Re: MUR 2116

#mnmd ;:o:lmd
dﬂﬁoﬁﬁ Dear Mr. Steele:

*M”’Vj

wmcﬁﬁﬂhf This will respond to your letter of January 9, 1986

ﬁbﬁﬁ&ﬂf to Mr. John A. Holmes, whom I represent as his attorney
' in this matter.

ny iy Louite Koy Your letter asked if Mr. Holmes would submit a
ol response to you with respect to the Complaint filed

P e B e with the Federal Election Commission by the Democratic
Ve Rome Je. Congressional Campaign Committee against Mr. Holmes and
oarrS ki others for alleged violations of the Federal Election

r,gggngmh. Campaign Act and related regulations.

| 8

~§§ﬁﬂf“ At no time material to the allegations in the com-
Hugh MacMillan, Jr.* plaint has Mr. Holmes been a candidate for nomination
£ Steven M. Mclnnis for election to the House of Representatives for the

Jetfrey C. Schreck

Willar R. Landsy First District of Rhode Island.

' G. Scott Nebergall
James R. Kay®

o Kt von Boweluge Contrary to the allegations, Mr. Holmes did not

jw%ﬁmDGMm coordinate and cooperate with the activities of the
john goe

Yaler ¢ Humer Ngtional Bepublican Congressional Committee, the_Rgpub—

Eﬂﬁﬂf'wﬁa lican National Committee, and the Rhode Island Citizens

Ruth K. Heller for Accountability in Government. The mailings, adver-
tisements, and other conduct complained of were done

ek ot b e without seeking or obtaining Mr. Holmes' consent and

A without his knowledge.
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_Mr. Charles N. Steele
- Page Two
March 28, 1986

Moreover, none of the challenged activities pro-
moted the candidacy of Mr. Holmes. Thus, the unsupported
claim that Mr. Holmes was somehow "involved" with the
expenditures supporting these activities such that he
was required to register as a candidate under the Federal
Election Campaign Act should be rejected. :

Verz trul?gzggzs.

Robert G. Flanders, Jr)

Enclosure

P.S. Mr. Holmes did not receive your letter and the
enclosed Complaint until March 15, 1986. I am

also enclosing a Statement of Designation of
Counsel.




Robert G. Flanders, Jr., Esq.

EDWARDS & ANGELL

2700 Hospital Trust Tower

Providence, Rhode Island 02903

(401) 274-9200

The above-named individual is hereby designated as my
counsel and is authorized to receive any notifications and other

communications from the Commission and to act on my behalf before

the Commission.

J-26- 86 . WW
Date ignature = /- ;¢7f

John A. Holmes

5 Surrey Road

Barrington, Rhode Island 02806

BUSINESS PHONE: (401) 433-1900
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Mr. Charles N. Steele
General Counsel

Federal Election Commission
999 Eas!t Street, N.W.
Washington, DC 20463

Attention: Kenneth A. Gross, Esq.
Associate General Counsel

b [ {ospueal Truse Tower
denet, Rhode Island 02924
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Add B618339¢

February 19, 1986

€0

Charles N. Steele, Esquire
General Counsel

Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463
Dear Mr. Steele:

Re: MUR 2116

This letter and the attached exhibits are submitted by the
National Republican Congressional Committee (®"NRCC") pursuant to 2
U.S.C. 437g(a)(l) in response to a complaint filed by the Democratic
Congressional Campaign Committee ("DCCC®) denominated Matter Under
Review (®"MUR") 2116. For the reasons set forth herein, the Federal
Election Commission ("Commission®) should find no reason to believe

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

Paid for by the Natonal Repubixcan Cong




I. PACTS
A. The Article

On September 11, 1985, The Wall Street Journal published a

front page article concerning Congressman Fernand St Germain
entitled "Making a FPortune/As a Private Investor, House Banking
Chief Has Grown Very Rich/Rep. St Germain Has Had Lots of Help From
Those He Has Aided Officially." (See Attachment A).

The article, by reporters Brooks Jackson and Tim Carring-
ton, chronicles in more than 20,000 words how the powerful chairman
of the House Banking Committee has garnered a personal fortune
during his 24-year career as the elected Representative of Rhode
Island's First Congressional District. The article states:

An examination of his [St Germain's)] private investments

shows that, in acquiring his fortune, the congressman has

had lots of investment help from people and institutions
that have benefited from his official actions.

As House banking chairman, the 57-year-old Mr. St Germain

is among Congress' most powerful lawmakers. He presides

with unusually strong authority over a committee that
routinely handles multibillion-dollar matters that shape

the nation's fast-changing financial system. He also is a

force to be reckoned with at federal banking agencies.
Wall Street Journal, Sept. 11, 1985, at 1, col. 1.

The Journal article reports that the founder and chairman
of a Florida savings & loan institution included Congressman St
Germain in several "potentially lucrative real estate investments"

that were not offered to the public, while Congressman St Germain

had his staff contact the federal Home Loan Bank Board on matters




concerning the chairman's savings & loan; that Congressman St
Germain bought five restaurants with money from Rhode Island lending
institutions "that put up nearly 100% of the purchase price and
assumed most of the risk®; and that Congressman St Germain is "still
reaping profits from earlier, publicized real-estate investments"
arranged by a Rhode Island developer "who himself profited from
federally subsidized housing developments that the congressman

helped obtain for the state.®" 1Id.

The Journal article also states:

[Als his power has grown, so has his wealth.
(The Internal Revenue Service is investigating
what it terms 'abusive' tax shelters into which
the congressman put $120,000 of his money for
$405,000 in promised tax deductions).

Exhibit B.

B. The Public Debate

The reaction to the report concerning St Germain's record
and actions as an elected public official was swift, both in Rhode
Island and around the country. (See Exhibits C - J). Newspapers
and members of the public alike commented on the record and actions
of the chairman of the House Banking Committee.

1. The Media

On September 13, 1985, the Providence Journal Bulletin

editorialized "on the congressman's growing affluence in tandem with
his ascendancy in the U.S. House" and the public's need to be sure
of its legitimacy. (See Exhibit C). The editorial, entitled "Mr.

St Germain Can Help Clear the Air", said in part:




All he [St Germain] needs to do is what a number
of other major Rhode Island political candidates
have done in past years: publicize his income
tax returns and net worth statements. Although
such information is properly confidential for
average citizens, its disclosure by public
office-seekers is hardly unwarranted. This is
particularly true in the case of an official
whose private income has been the subject of
repeated question.

[Noting several Rhode Island public officials who
made their returns public, the editorial asked:]
If they found this course suitable, why not Mr.
St Germain?

[Tlhe congressman ought to furnish his income tax
returns and net worth statement for a more
accurate reading. Other candidates have adopted
this as a good practice. It would seem
especially appropriate for someone in Mr. St
Germain's situation.

The Washington Post, in editorials on September 18, 1985

(see Exhibit D) and September 22, 1985 (see Exhibit E), called upon
the House Committee on Standards of Official Conduct to investigate
Congressman St Germain's actions:

The question is whether Mr. St Germain, chairman
of the House Banking, Finance and Urban Affairs

Committee, has used his high position to enrich

himself improperly.

These questions go to the heart of the integrity
of the House and of the Democratic majority that
elected Mr. St Germain to his chairmanship....
The substantive responsibilities of a person in
Mr. St Germain's position are as great as those
of any member of Congress. If he is innocent of
the charges, he deserves to be publicly cleared
of them; confidence in his actions is at stake,
as is fundamental fairness to the man. If it is
established that he has undermined his ability to
fulfill those responsibilities by attempting to
enrich himself improperly, it would be a grave
dereliction of duty for Congress not to take
stern disciplinary action.

See Exhibit E.
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In the same vein, Common Cause, the self-styled citizens
lobby, issued a September 13, 1985 press release (Exhibit P) and
sent letters to all members of the House Ethics Committee. (Exhibit
G). Common Cause commented on the record and actions of an elected
public official, and called for "an investigation concerning the
allegations made about Rep. St Germain to determine if House rules
have been violated and to report publicly on its findings." Id.

The editorials and requests for investigations attached as
Exhibits C - J are all commentary and reports on the record and
actions of an elected public official. They do not advocate the
election or defeat of any candidate or solicit political
contributions.

2. The NRCC

The NRCC, as an unincorporated association authorized by
the Republican members of the United States House of Representa-
tives, is obviously concerned with the reputation and effectiveness
of that institution. Accordingly, the NRCC's duties and rights
include constructive public commentary about the events of the day
and the House as an effective body.

The NRCC also is an organization concerned with the
performance, actions and the record of public officials. 1In the

wake of the reports in the Wall Street Journal, the Providence

Journal Bulletin and other newspapers in Rhode Island and around the

nation, the NRCC participated in the public debate. 1Its views were
those shared by the media and Common Cause. The NRCC commented on

issues of public importance by: (1) aiding a local citizens group




which requested assistance for a mailing about Congressman St
Germain (Exhibit K), and (2) producing and broadcasting a television
message calling upon an elected public official to release
information about his tax returns in order to clear up serious
allegations made about his conduct while in public office, see,
infra. at 8-9.

In response to a request from the Rhode Island Citizens for
Accountability in Government (®"Rhode Island Citizens"), NRCC
assisted that organization with a mailing. As a condition for
spending its funds, NRCC received assurances from Rhode Island
Citizens that it would not advocate the election or defeat of any
candidate.

As of January 28, 1986, the only announced candidates in
Rhode Island's First Congressional District were Congressman St
Germain and Edward P. Beard, a former congressman who announced his
challenge to St Germain following the revelations of St Germain's
actions. Both are Democrats. There are to this day no Republican
candidates.

On February 17, 1986, Rhode Island Citizens sent to the
House Committee on Standards of Official Conduct the signatures of
2,080 residents of the FPirst Congressional District who responded to
the mailing calling for an official investigation into the

accusations against St Germain and for St Germain to disclose fully

his tax and financial records. See Providence Journal, Feb. 18,

1986, at A7, col. 2.




II. ARGUMENT
The DCCC alleges that: the "'Direct' mailing attacking the
record of Mr. St Germaine" constitutes spending by NRCC subject to
the spending limits of 2 U.S.C. 44la(d); the mailing (Exhibit K)
lacked a required disclaimer, and this activity should have forced
an individual, who is not an announced candidate, to announce his
candidacy.

A. The Limits of 2 U.S.C. 44la(d) Are Not Implicated.

Section 44la(d) of Title 2 of the United States Code
applies to expenditures made in connection with the campaigns of
candidates for federal office. In Advisory Opinion 1985-14, the
Commission "concluded that the limitations of section 44la(d) would
apply where the communication both (1) depicted a clearly identified
candidate and (2) conveyed an electioneering message." Fed.,
Election Camp. Fin. Guide (CCH) ¢ 5819 at 11,185 (May 30, 1985)
(citing Advisory Opinion 1984-15).

In that same advisory opinion, the Commission defined

"electioneering messages®" as "statements 'designed to urge the

public to elect a certain candidate or party." Id. (citing United

States v. United Auto Workers, 352 U.S. 567, 587 (1957)); see also

Advisory Opinion 1984-62, Fed. Election Camp. Fin. Guide (CCH)
Y 5813 at 11,169 (March 21, 1985). Neither the mailing nor the
television message at issue contain anything that could be construed

as an "electioneering message."




l. The Mailing

The mailing in this case contains no "electioneering
message” as defined previously by this Commission and the courts.
In Advisory Opinion 1985-14, the Commission's latest decision on the
subject, the mailing refers to "Republicans® and "your Republican
congressman® and urges the reader to contact the "Republicans in
Congress." Some versions also had the tag line "Vote Democratic."
The mailing at issue in this case has no reference to any political
party. See Exhibit K. Nor is there any reference to any election,
either past or future. Id. There is no reference in the mailing to
the election or defeat of any candidate. Id. There is no

solicitation for any money in the mailing, nor any mention of St

Germain's political campaign finances. Id. There is no Republican

candidate in the First Congressional District of Rhode Island.

It is true that the mailing by Rhode Island Citizens (and
the NRCC television message) identifies a public official and
discusses his actions and record as a member of the United States
House of Representatives. That is permitted under the Act and is
the First Amendment right of the press in Rhode Island, the press
around the country, Common Cause, Rhode Island Citizens, the NRCC
and all citizens of this country.

The statements complained of by DCCC are indistinguishable

from press reports, editorials and public comments. For example,




the mailing states on its cover: "It's time to clear the air.®" (See

Exhibit K). The Providence Journal Bulletin's September 13, 1985

editorial is entitled: "Mr. St Germain Can Help Clear the Air."
(Exhibit C).

The mailing reports on the articles in the Wall Street

Journal and the Providence Journal Bulletin and repeats their

finding that "Congressman St Germain has amassed a multimillion
dollar personal fortune by using his public position to help wealthy
investors." Exhibit A. It requests that readers "sign the
attached petition and mail it to us immediately.® The petition asks
the United States House of Representatives' Committee on Standards
of Official Conduct to "investigate these serious charges"®
officially and further demands that St Germain publicly disclose his
taxes and finances. That is nothing more than what Common Cause
urged in its letter to the House Committee on Standards of Official
Conduct and in its accompanying press release. Exhibits F, G.

NRCC's financial support for such mailings is not subject
to any limitation under section 44la(d).

2. The Television Message

The DCCC argument that the television message at issue
promotes the candidacy of John Holmes and triggers 2 U.S.C. 44la(d)
is unsubstantiated by any citation to the message itself. The

complete script of the message reads:




cg: TAXES
dissolve
?

Evelyn C. Green CONGRESSMAN ST GERMAIN WON'T BE
OUT OF TROUBLE UNTIL HE RELEASES
HIS INCOME TAX FORMS.

Ezida M. Silva IF HE DOESN'T HAVE ANYTHING TO
HIDE, IT DOESN'T DO HIM ANY HARM
TO RELEASE THEM.

John J. O'Brien III I THINK HE SHOULD OPEN UP HIS
BOOKS. THAT WAY IF HE'S CLEAN
HE'S CLEAN. . .IF NOT, WE GOTCHA'.

Evelyn C. Green WHAT HE'S DONE MAY NOT BE ILLEGAL,
IT SEEMS UNETHICAL, BUT WE WON'T
KNOW UNTIL HE COMES CLEAN WITH THE
PUBLIC.

super: Tell us the truth Ann: TELL US THE TRUTH CONGRESSMAN

Congressman St Germain. ST GERMAIN.,

disclaimer in

(over 1040 tax form)

These are the statements of Rhode Island citizens interviewed at

random. An examination of the statements shows that none mentions

any political party. There is no reference to any election, past or

future. There is no mention of the election or defeat of any

candidate. There is no solicitation for any money, nor any mention

of St Germain's political campaign finances. There is no mention of

John Holmes, the purported "candidate."®

This message cannot violate the Act since it does not
concern the election of a candidate for the House. See Advisory
Opinion 1985-14, Fed. Election Camp. Fin. Guide (CCH) ¥ 5819 at

11,185 (May 30, 1985). The broadcast contains no "electioneering




message and no mention of any political party affiliation." 1Id.

Accordingly, under AO 1985-14, this message does not implicate the

Act and its broadcast is not a contribution.l/

B. No Notice is Required for the Mailing at Issue.

DCCC alleges that the mailing at issue requires a statutory
notice.

Under 2 U.S.C. 441d(a) and 11 C.F.R. 1l1l0.1l1l(a), notices are
needed only if the "communications expressly advocate the election
or defeat of a clearly identified candidate, or solicit any
contribution."”

The complaint does not, as it cannot, cite any language in
the mailing that advocates the election or defeat of any
candidate.g/ The mailing does not solicit funds. The mailing
does comment on the record and actions of an elected public

official. But neither the mailing at issue nor, for example, the

press release from Common Cause require notices under the Act.

1/ DCCC is correct that the television message included a
sponsorship notice, since that is a prerequisite of the Federal
Communications Act. The mailer at issue did not contain a notice
because none was required. See 11 C.F.R. 110.11 and Section B,
infra.

3/ The complaint also attempts to belittle the citizens group and
i1ts numerical strength, see Complaint at 4 n.l, as consisting of
only "two founding members.®” On February 17, 1986, leaders of Rhode
Island Citizens presented petitions signed by 2,080 persons to the
House Committee on Standards of Official Conduct calling for an
investigation into St Germain's actions and for the Congressman to
release his tax returns. Providence Journal, Peb. 18, 1986, at A7,
col. 2.




C. Registration of a Candidate.

Since the activities alleged in the DCCC complaint consist
of protected commentary on the actions and record of an elected
public official, and do not contain an electioneering message, none

of the costs of the activities are allocable to any candidate or

potential candidate.i/ In effect, the complaint is an attempt to

stifle legitimate criticism by the Rhode Island Citizens for
Accountability in Government and the NRCC about a controversial
legislator.

The mailing and messages at issue in this matter address a
matter of great public importance. But they do not advocate the
election or defeat of any candidate. Nor do they solicit any
funds. On the basis of Advisory Opinion 1985-14 payments for these
activities are not contributions. Thus, they cannot create
candidacy since the definition of a candidate in part presumes the
receipt of contributions over a threshhold amount. 2 U.S.C.
431(2). Accordingly, any expenses paid by NRCC for these activities

do not create candidacy for John Holmes or any other person.

3/ Assuming arguendo that any costs are allocated toward a
candidate as a result of the mailing or the television message, then
by the DCCC's logic they should be allocated to Edward P. Beard, the
only announced candidate besides St Germain at the time of the
mailing. NRCC, however, rejects the claim that a contribution has

been made to any person.




III. CONCLUSION

For the reasons set forth above the Commission should find

no reason to believe that NRCC violated the Act.

Sincerely,

Jan W. Baran
Geperal Counsel




The Wall Street JourMil, 9/11/85

Making a Fortune
* < a Private Investor,
House Banking Chief
Has Grown Very Rich

Rep. St Germain Has Had
Lots of Help From Those
He Har Aided Officially

The Summe;ﬁe in Newport

By Brooks Jackson

And TiM CARRINGTON

Staff Reperters of Tug Wass STREST JOUuRNaL
*I'm here (o represent Mr. and Mrs.
Crsumer, like my mother and dad. "'~
Rep. Fernand St Germain, in an inter-

uﬁ?\SMING‘!‘ON — While Raleigh
gnne's Florida savings and loan asso-
tion was seeking federal permission to
stock in 1983, Rep. Fernand St Ger-
main's top aide was repeatedly phoning
ators to check on the progress of the
application. When the sale was approved,
the congressman bought more than $15,000
i~ e newly issued stock.
auch is the private financial life of Rep.
S{~Germain (he doesn't use the conven-
tioial period in his
last. name), who is
chairman of the
House Banking Com-
ee and self-pro-
claimed champion of
cemdumers and com-
mon folk like his
working-class par-
ents. Ever so
quietly, during his 24

years in the House, A,
the Rhode Island .
Democrat has be- | I’} J.

come a millionaire. s Nyl
An examination of "¢ dnd StGermain

his private investments shows that, in ac-
quiring his fortune, the congressman has
had lots of investment help from people
and institutions that have benefited from
his official actions.

As House banking chairman, the 57-
year-old Mr. St Germain is among
Congress's most powerful lawmakers. He
presides with unusually strong authority
over a committee that routinely handles
multibillion-dollar matters that shape the
nation’s fast-changing financial system. He
also is a corce to be reckoned with at fed-
e ' banking agencies. And as his power
y ,rown, 5o has his wealth. (The Inter-
nai Revenue Service is investigating what
it terms *"abusive" tax shelters into which
the congressman put $120.000 of his n* ney
for $405.090 in promised tax ded' . tuns.
See story on page 24.)

Close to the Vest

Mr. St Germain insists he has steered
clear of ethical problems. *'l have invested
in diverse areas along with (riends and
business associates,” he says. “At all
times, | have been scrupulous to avoid con-
flicts.” The congressman-who once
boasted that his cards aren't close (o his
vest, ‘they're imprinted on my chest"” -
won't discuss many details of his personal
holdings.

The analysis of his finances has been
pieced together from his sometimes-incom-
plete financial-disclosure forms, from In-
terviews, and from public records on file
at the Securities and Exchange Commis-
sion in Washington and in more than a
dozen state and county offices in Rhode Is-
land, Florida, Texas, New York and Mary-
land. It includes these findings:

—Mr. Greene, the founder and chair-
man of Florida Federal Savings & Loan in
St. Petersburg. Fla., arranged for Mr. St
Germain to be included in several poten-
tially lucrative real-estate investments in
Florida. Meanwhile, Mr. St Germain's
chief of staff contacted the federal Home
Loan Bank Board on matters concerning
Florida Federal.

Mr. Greene says he never asked Mr. St
Germain to intervene on his behalf at fed-
eral agencies. He confirms that he invited
the congressman into three land-ownership
deals, which weren't offered to the public.
“It's like anything else,” Mr. Greene says,
“*You sit down with your buddies and say,
‘Do you want in?* And you either say yea
or nay."

—The foundation of Mr. St Germain's |

wealth, five International House of Pan-
cakes restaurants, was bought with $1.3
million in mortgages from Rhode Island
lending institutions that put up nearly 100%
of the purchase price and assumed most of
the risk. One lender then publicly praised
Mr. St Germain's legislative help.

—Rep. St Germain is still reaping
profits from earlier, publicized real-estate
investments arranged by a Rhode Island
developer. Roland Ferland, who himself
profited from federally subsidjzed housing
developments that the congressman helped
obtain for the state.

Blue-Collar Constituents

The congressman still seeks to appeal
to blue-collar constituents in his industrial
hometown of Woonsocket. At a hearing last
year, for example, he pounced on a witness
who argued that a certain proposal was fa-
vdéred by a banker in Newport, part of Mr.
St Germain's district. ‘‘Newport!** he sput-
tered. '‘That's where the millionaires have
their mansions."

But Mr. St Germain has becoine a New-
port millionaire himselt, golfing there dur-
ing the summer at country clubs, staying
there at his recently acquired $200,000 con-
dominjum near the waterfront and drop-
ping in at celebrity tennis matches and an
America’'s Cup yacht christening. New-
port’s Republican Mayor Patrick Kirby
marvels at the social blossoming of ‘‘the
new Freddy."

In winter. the congressman has jetted
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with his wife on numerous speaking trips.
for which lobbying and trade groups
picked up the tab, to such sunny places as
duerto Rico, Boca Raton, Fla., and Hilton
d, S.C. He spends several weekends a
-Pear at his $138,900 condominium in a lux-
bry high-rise building in St. Petersburg.

His holdings last year included restau-
yants valued at $1.9 million and a portfotio
@ stocks, real-est'te partnerships and
fmoney-market mutual funds that he valued
& between $325,017 and $9« *00. He re-
cently bought two more Florida coi domini-
ums as rental properties, a beach piac-
fear Punta Gorda for $190,000 and a gol-
Yesort property in Titusville for $47,900.

Mr. St Germain didn't Inherit his
-wealth; his father was a foreman in a dyv<
‘plant. A lawyer, he didn't marry rich or
thake his fortune in the private sector. in
1964, after his congressional pay was
Tiised to $30,000 a year from $22,000, he
told a newspaper interviewer that mem:-
bers of Congress would never get rich in
difice. "Whatever you make. you're going
to spend,’’ he said then.

But as he climbed the seniority ladder

‘become Banking Committee chairman
in: 1981, his resulting power over the na-
Yon'§ Banking, insurance, brokerage and
construction industries expanded, and so
did his wealth. An estimate of his net
yiorth at the end of last year is between $2
«illion and $2.6 million, not counting a
bome In Woonsocket and a condominium
‘résidence in Washington, D.C.

"Most recently. he has plunged into Flor-
Jda real-estate investments with the help c¢
Mr. Greene. Starting in December 1950.
Mr. St Germain. Mr. Greene and others
‘bought unimproved land around Alachua.
‘Fla., near Gainesville, with the idea of su®-
dividing it for sale as home sites. Neitaer
man's name appears on deed or mortgage
yecords, however, because the purcha:e
was made through a trust, as permitted by
Florida 1aw. In his annual financial disc!o-
sures, Mr. St Germain values his inves:-
ment in the Alachua deal at between 8.5,
001 and $50.000. Mr. Greene confirms :h.t
he Is a co-investor with the congress-
man,

About 1983 or before—Mr. St Germzin
has omitted the purchase date from his f::
hancial disclosures—the congressman ac:
quired an interest, which he values at te-
tween $3,001 and $15.000. in @ Tampa. Fia..
parking lot that is also owmed through a
trust. Mr. Greene says he, some of his law
panners and Mr. St Germain are co-inves-
tors.

In 1982, Messrs. ureene and St Geriia.)
joined with others to buy, through another
afonymous trust. 160 acres of farmland in
the path of development about five miles
north of Tampa International Airport.
Land records show the trustee paid about
$1.7 million. The congressman's disc'o-
sures say he paid between $15,001 and $50.-
000 for his interest, and says it already
sroduced income of between $3,001 and $:6.-
000. Mr. Greene says he expects the iard
*ransactions to be profitable. “This 1s a
nooming part of the worid,”* he says.




The fortunes of Mr. Greene's mnm.

association depend in large part on legisia-
tion that passes through Mr. 8t Germain's
tommittee. Furthermore, the congress-
gun 's chief of staff :;lthe committee, Paul
Ison, has repeatedly
r'e ‘atlors concerning %s
a  :ations.
* In 1983, when Florida Federal was ap-
¢lying to convert itself from 8 depositor-
ovmed mutual association to & stoek corpo-
ration, Mr. Nelson called top-board offi-
‘jals several times asking about the con-
sersion plan. Through a press spokesman.
Mr. Nelson denies any intent to bring pres-
sure on the agency, saying “‘those were
gimply calls about the &tatue === no more
than that.”

Some board officials saw these calls as
a none-too-subtle prodding, however.
*'When the chairman of the House Banking
Committee makes the inquiry and is inter-
ested, you know he’s not interested in hav-
ing the thing turned down," says a former
senior attorney at the agency.

That wasn't the first such contact. A
bank-board official. now retired, recalls
that he became ‘‘absolutely livid'* when a
St Germain aide called him to complain

Jhat Mr. Greene's son, Raleigh Greene I1I,

who was then Florida Federal's outside

,ﬁounscl had been treated rudely by the
ank-board staff. Actually, the official

says “*We treated him with complete cour-
resy. but we didn't give him what he
wanted. "

> More recently, according to an attorney

still employed at the agency, Mr. St Ger-
main was ‘‘creating heat'* on the agency's
S ast summer to complete a review of

y ~al. .gplication by Florida Federal to ac-
quire First Mutual Savings & Loan Associ-
auon of Pensacola, Fla. The bank board
—-'Was insisting on several conditions, and the
S&L eventuallv drooved the merger olan.
2 The Banking Committee chairman's re-
lationship with Mr. Greene was well-known

;-~around the bank board., a former board
member says. ‘I knew that Raleigh and

. (~Freddy were good friends,”” he says. “If |
wanted to lobby Freddy, I would talk to

.-Raleigh.”

“-  But this same former board member
expresses astonishment when told that the
two men were business partners and that
the congressman had bought stock in Flor-
ida Federal shortly after the board cleared
its sale. Mr. St Germain bought between
$15.001 and $50.000 of the stock in mid-1983,
but he omitted disclosure of the stock pur-
chase when he filed his next annual finan-
cial return in May 1984. Last year, after
being questioned by this newspaper about
omissions on his disclosure form, the
chairman filed an amended report that
showed for the first time that he held com-
mon stock in the S&L.

(Federal law makes it a civil violation,
punishable by a fine of up to $5.000. for a
congressman to ""knowingly and willfully"
fail to report required information. In seri-
o~ ~ases, it can be a felony punishable by
L five years in jail and a $10,000 fine
foi a congressman to make **false or frau-
dulent statements” on his . disclosure
forms.)

Mr. Greene says he didn't discuss the
stock purchase with the congressman or
ask him to intercede with regulators. Mr.
St Germaln dechned requests to be inter-

sale in an unusual footnote to his Illluh-

closure report. *“The acquisition was -
tended to be temporary." he said. “My ew-
tire interest in the (savings) association’

was sold on May 22, 1985.” That was

nearly two years after he bought the stock, -

and he probably lost money { he

the shares at the Initial offering price of
$20 a share. It closed at $18.75 the day he
says he sold it.

By the time he became Mr. Greene's
business associate, Rep. St Germain was
already comfortably fixed, thanks }
to an investment made in 1972, alter he be-
came chairman of the Subcommittee on
Bank Supervision. Using money borrowed
from Rhode Island lending institutions, in-
cluding federally regulated banks, he
quietly purchased five restaurant buildings
from International Industries Inc. of Bev-
erly Hills, Calif., franchiser of the Interna-
tional House of Pancakes chain.

His ownership of the restaurants for
years was hidden from the public, and he
disclosed the bare outlines of it in 1978 only
when required by the new Ethics in Gov-

ernment Act That disclosure didn't tefl the
whole story but Common Cause, the seif-
styled citizens' group. said, then that his
large bank loans posed a potential coaflict
of interest. And his Republican congres-
sional opponent, John J. Slocum, charged:
*‘Here's a man who's been in Congress for
the past 18 years, living off a congressional
salary, maintaining two homes, traveling
back and forth between his offices, and
suddenly, lo and behold. at year's end 1977
he’s got all the assets he has.’’

Rhode Island voters returned Mr. St
Germain to office handily, but what they
didn’t know is that he got the loans without
putting up much of a down payment. The
new ethics law didn‘t require such infor-
mation, and the congressman didn‘t volun-
teer it.

For example, deed and mortgage rec-
ords show that the Rhode Island Hospital
Trust, a national bank based in Provi-
dence, lent him $2,500 /nore than the $239,-
500 purchase price of a restaurant he
bought in the Bronx borough of New York
City. Similarly, records show that Indus-
trial National Bank (now Fleet National
Bank) of Providence, lent him a net total
of $1.000 more than the combined purchase
prices of two restaurants he bought within
four days of each other, one in Providence
and the other in nearby Cranston, R.I.

Not long after, according to newspaper
accounts at the time, Old Stone Savings
Bank, which held a mortgage loan of $236,-
550 on the congressman's restaurant in
Richardson. Texas, printed Mr. St Ger-
main‘s picture in the pre-election issue of
its shareholders' newsletter in 1978 with a
story praising him for legislation. The
headline: **Old Stone wins congressional
support in opposing reserve bill—would
have reduced Old Stone earnings.'

Mr. St Germain says he didn't do any
special favors for his lenders. He says his
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no-money-down financing was justified be-
cause the mortgages were secured both by
the property and by leases executed by the
tenants, giving the lenders assurances of
adequate cash flow to cover the pay-
ments.

But lenders seem tc have assumed the
major risk. They lent the congressman a
total of $1.3 million at a time when his con-
gressional salary was $42,500. The mort-
gages didn't make Mr, St Germain person-
ally hable for payments had any of the
restaurant operators failed.

Though the congressman’s risk was
small, his profits have been substantial.
Total gross rents amounted to $165.000 in
1978, the only time Mr. St Germain volun-
teered the exact amount. They have al-
most certainly escalated since because
they are based on a percentage of the ten-
ants’ sales. Meanwhile, inflation sent the
property values soaring. Last Dec. 31, the

congressman sold his Providence, R.l.,-

restaurant for $470,000, a nearly 59% gain-
over the purchase price. Official tax as-
sessments of the remaining four restau-
rants indicate their values have risen at
roughly the same rate. Land records indi-
cate that Mr. St Germain probably cleared
about $100.000 on the sale of the Provi:
dence restaurant.

The lending institutions that made all
this possible won't comment on the trans-
actions. "'We don't discuss or give out any
information about private individuals,"
says a spokesman for Fleet National Bank,
which made two of the mortgage loans.

Mr. St Germain insists the loans were
made ‘‘on market terms’* and adds, "'All
the terms have been met. The loans were
clearly good business for the financial in-
stitutions.”

Mr. St Germain was introduced to real
estate investing as early as 1971 by his
longtime friend. political fund-raiser and
fellow Woonsocket native Roland Ferland.
While the congressman used his growing
political leverage on the banking commit-
tee and with federal agencies to help ob-
tain federally subsidized housing projects
for Rhode Island, Mr. Ferland became one
of the state's biggest developers and opera-

tors of those projects. In the early lﬂb.

vest in some of Mr. Ferland’s i
luxury-apartment developments. “1 said,

‘I something comes along, [ hope you'll |

consider me,’ * the congressman recalls,
Partnership records show he eventuaily
put up an initial $12,500 to buy a 15% inter-

est in two of Mr. Feriand's developments, |

and a 20% interest in a third. The records
show he was the only investor outside the
Ferland family.

. The Ferland transactions paid hand:
some returns. Mr. St Germain, in his latest
financial disclosures, reports selling a part
Interest in one Ferland partnership for be
tween $100,000 and $250,000 in 1980 and re-
ports receiving between $30,002 and $100,
000 as a *‘cash distribution’* from another
o e s
men A

although land records show it was selling
units as condominiums during’ 1983. :
Mr. Feriand, who was treasurer of Rep.

St Germain's first con, cam-

paign, is a founder and behind-the-scenes |

power of the political-action committee of
the National Association of Home Builders.
The PAC donated to Rep. St Germain's
lightly contested 1984 reelection campaign,
helping to swell his current campaign war
chest to $602,650, one of the biggest of any
House member. The congressman recently
announced he will seek reelection again
next year.

Mr. St Germain says he sees no ethical
problem with his investments in the Fer-
land developments because the develop

-ments he owns don't receive direct federal

subsidies. ‘‘I've always paid my share,’” he
says. ‘‘No special considerations."”
Indeed, the congressman maintains that
he takes extra care to avoid being influ-
enced by moneyed interests. He says he no
longer accepts speaking fees for appearing
at financial-industry gatherings (though

the hosts still pay his expenses) _'‘You can |

be very independent when you don't take
honorariums,”” he says. I think that we
(in Congress) should be able to syrvive on
what we get.”

"Mr. St Germain asked to be allowed to in- |

o
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IRS: Tax shelters used by St Germain ‘absive’

The Wall Screst Jeurnal
Repriated with permission of the Wall Strest Journal.
Copyright 1908, Dow Jomes & Go. All Rights reserved.
WASHINGTON — While other Democrats preached
tax reform, Rep. F. St Germain was investing in
some legally dubious ¥ax shelters.
The House Banking Committee chairman cut his
federal income taxes by putting money into sheiters
affering w7ite-offs of more than $400,000 for a cash

investment of $120.000 i3 The legali
shelters — which were s:{ u':.:.».muy to gig c%

in Kentucky — is currently being chailenged by the
Internal Revenue Service.

Mr. St Germain won't disclose his returns, so it isn't
known what taxes he actually paid, if any. But from

Dec. 29, 1978, to March 31, 1982, he poured tens of

thousands of dollars in% a series of limited partner-
ships that, according to confidential private placement
memorandums that the promoter circulated to poten-
tial investors, promised quick tax deductions of be-
tween $3.01 and $3.60_for every $1 paid in.

These tax shelters — Darnell Associates, Lighthouse
Hill Associates, ARG-80 Associates and Trinity Associ-
ates — were put together by a securities firm in New
York. Partnership records on file in various county
courthouses in New York statg show that Rep. St
Germain put up no more than $120,000 cash, and

haps as little as $105,000 plus a $15,000, non-
nterest-bearing I0U. For this cash, or cash and paper,
the promoter's private-placement memorandums
promised write-offs totaling $405,344 during the first
two years of each partnership.

If the congressman was in the 50 percent tax
bracket in each of the five years in question, he would
have reduced his federal income taxes by a total of
$202,672. That would have left him $82,672 ahead on
the deal before the first lump of coal was sold.

As it happened, the partnerships were far more
successful at mining the U.S. Treasury than they were
in mining coal. The promotor, Swanton Corp. of New
York City, earlier this year filed for protection from
creditors under Chapter 11 of the bankruptcy law.
Earlter, Swanton filed an extensive disclosure state-
ment at the Securities and Exchange Commission in
Washington showing: that its coal-mining ventures had

.thm others were “delayed” by “adverse market
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been miserable failures. In all, 48 p‘:ney‘ﬁ,m Lo
ed by Swanton from 1977 and 1984 min 1% ol
the coal they had originally projected and repaid the
llmludplmulhlponyabouttwocenqoquddl,r‘
they put In. -
The four tax shelters in which the corigressman put
his money didn't fare any better than the others.
Swanton’s SEC filings, coupled with its confidential
placement memorandums, show that the four pa i
ships In which he was included mined only 1.6% of the
originally projected. One was discontinued and

conditions,” according to Swanton’s disclosure state-
ment. The limited pariners were paid back an average
of only 0.6 cent for every dollar they put in.
The IRS is currently contending that the partner-
ships were just a means to milk the tax system, not
bona fide business ventures. Swanton disclosed iz a
public filing that the IRS, after a year-long investiga-
tion, told the company on April 15 that it believes
Swanton’s coal partnerships violated Section 6700 of
the tax code. That section forbids promotion of
“abusive’ tax shelters, defined as partnerships that
obtain tax benefits by means of fraud w
overstatement of the value of property or -
Swanton denies the allegation. "It is Swanton's
position that it has not violated Section 6700 in any
manner,” the company says in an SEC filing. But Rep.
St Germain could possibly face a demand from the IRS
for payment of back taxes and interest. Swanton says
the limited partnerships in its coal programs are likely
to be audited because of the IRS'’s contention that they
were abusive. J
Mr. St Germain won't discuss these partnerships
except to say in a letter that they “were for a twofold
purpose. They provide what could be a tax shelter, asd
they were purchased during the period when experts
felt that coal certainly was a good investment for a
return in the future.”
Yet the partnerships warned, in their confidentisl
placement memorandum, that the promoter had mined
only “minimal’” amounts of coal in the past and was of-
fering tax write-offs based on legal pasitions that the | -
courts hadn’t tested and with which the IRS “may oty
.‘ree_" . .y ISEE ¢
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Mr. St Germain can hel

Rep. Fernand J. St Germain's sudb-
stantial accumulation of wealth dur-
ing 13 terms in Congress is in the
news again. A tantalizing political
topic locally for years, the matter
reached a national forum this week
with a Wall Street Journal article
(reprinted yesterday in these newspa-
pers) on the congressman’s growing
affluence in tandem with his ascen-
dancy in the U.S. House. Mr. St
Germain, chairman of the powerful
House Banking Committee, reacted
by rejecting any link betweem that
position and his personal fortune —
and by complaining the latter was far

p clear the air 4,

overestimated. On this final point, at been the subject of repeated question.

least, he end all

speculation.

Mr. St Germain has announced for
reelection in 1986. All he needs to do
is what a number of other major
Rhode Island political candidates
have done in past years: publicize his
income-tax returns and net-worth
statements. Although such informa-
tion is properly confidential for aver-
age citizens, its disclosure by public
office-seekers is hardly unwarranted.
This is particularly true in the case of
an officlal whoee private income has

can easlly

Even without having aroused this
kind of curiosity that has marked Mr.
St Germain's personal finances, ver-
lous candidates of both political par-
ties have voluntarily given the public
a complete financial accounting of
themselves. Some who come quickly
to mind include Richard J. Israel
when running for attorney general,
John Hawkins for U.S. Senate, J.
Joseph Garrahy for governor and
Vincent A. Clanci Jr. for mayor of
Providence, as well as the incumbent
mayor, Joseph R. Paolino Jr. If they
found this course suitablé, why not
Mr. St Germain?

So far, the First District congress-
man has restricted his disclosures to
those required by the federal Ethics
in Government Act. This post-Water-
gate law demands only that congress-
men report their finances within
broad categories; exact figures re-
main shrouded. If such imprecision
has contributed to what Mr. St Ger-
main claims are exaggerated esti-
mates of his holdings (pegged at
between $2 million and $2.6 million
by the Wall Street Journal), then the
congressman ought to furnish his
income-tax return and net-worth
statement for a more accurate read-
ing. Other candidates have adopted
this as a good practice. It would seem

specially appropriate for someone in
{r. St Germain’s situation.
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's responsibility to in-

It is the ethics committee
vestigate the charges. Members

 formal action in the case of Rep.
a bit of delay. For facts alleged by understandsbly

tlnn
JachmaMTmCarrhgwnthnWal of misconduct.
Jomnlm'neanmmquutimdm misconduct by a8 mem

or rebuked

of Congress are
of Congress generally, and of the

they understand that
ber in a position of high trust,
bilities in a most sensitive
House in particular, are not to

th

reluctant to accuse their colleagues

But surely
must be either cleared

heart of the integrity suffer harm.

himsef improperty.

to enrich 5 majority party in the

in Mr. Daniel's case. The question with pivotal responsi
Germain, chairman of the House regulatory ares,
and Urban Affairs Committee, has if the reputation

anyone has alleged
is whether Mr. St
Banking,

tion

used his
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Thgse questions go to the
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Friday, September 13, 1985

COMMON CAUSE CALLS FOR HOUSE ETHICS COMMITTEE

INVESTIGATIONS OF REPRESENTATIVES DANIEL AND ST GERMAIN

Common Cause today called on the House Ethics Committee to investigate
recent allegations about Representatives Dan Daniel (D-VA) and Fernand
St Germain (D-RI) to determine if House rules have been violated.

In separate letters to committee members, Common Cause raised the two
cases, noting the following:

-- on September 10, 1985 the Richmond News Leader reported that Daniel, a
senior member of the House Armed Services Committee, travelled "on an aircraft
of a defense contractor” and "has not reported the travel on financial
disclosure forms in recent years." House rules prohibit the acceptance of gifts

of $100 or more from those having a direct interest in legislation before the
Congress and require disclosure of gifts of transportation from others.

When asked if he knew whether he had complied with the gift limitation,
Daniel told the Richmond News leader, "I really don't, and the truth of the
matter is, I don't care."

-=- on September 11, 1985 the Wall Street Journal reported that Representa-
tive St Germain "has received lots of investment help from people and institu-
tions that have benefited from his official actions” and listed a number of
allegations concerning St Germain's private investments and his position as
Chairman of the House Banking, Finance and Urban Affairs Committee.

The Code of Ethics for Government Service instructs Members never to accept
"benefits under circumstances which might be construed by reasonable persons as
influencing the performance of his governmental duties."

Common Cause called for the Committee to investigate in both cases whether
House rules had been violated and to issue a public report of their findings.

Copies of the two letters and the respective newspaper articles which

raised the allegations are attached.

aof
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September 13, 1985

The Honorable Julian C. Dixon

Committee on Standards of Official Conduct
HT-2 Capitol

wWashington, D.C. 2051S§

Dear Chairman Dixon:

Allegations concerning Representative St Germain's private
investments and his position as Chairman of the House Banking,
Finance and Urban Affairs Committee appeared in the Wall Street
Journal on September 11, 1985. This press report indicated that
Rep. St Germain "has had lots of investment help from people and
institutions that have benefited from his official actions."

The Code of Ethics for Government Service (72 Stat. Part 2,
B 12, para. 5) instructs Members never to "discriminate unfairly
by the dispensing of special favors or privileges to anyone,” nor
to accept "benefits under circumstances which might be construed
by reasonable persons as influencing the performance of his
governmental duties."
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The House Ethics Manual states that this provision would
look to the "relationship between the receipt of benefits from a
private source and the official duties or acts of a Member . . .
as to any appearances of possible improprieties, undue influ-
ences, or breaches of the public trust in violation of this
provision which, as noted by the House Committee on Standards of
Official Conduct, works to 'prohibit conflicts of interest and
the use of official position for any personal benefit.'"

R 5§04 10

Common Cause believes it is essential for the Committee on
Standards of Official Conduct to initiate an investigation
concerning the allegations made about Rep. St Germain to deter-
mine if House rules have been violated and to report publicly on
its findings.

Sincerely,

| LANYN . S

Fred Wertheimer
President
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chairman of the House Banking Com-

mittee, is not the first member of Con.
gress to enrich himsell through conflicts of
interent. It would be vain to hope that he would
Le the last. Rut if the House wants to he
sumething more than a national laughing stock,
it had better get about punishing him in ways
that might deter athers for at least a Jittle
while.

St Germain‘s conduct, as exposed this week
hy the Wall Street Journal, calls st the mini-
mum for the House to reprimand or censure
him and dump him from his chairmanship in
the event that hia traditionally indulgent
Rhode Island constituents insist on re-electing
him next year.

It would also seem to warrant a federal
criminal investigation into his failure W report
his ownership of substantial stock in Florida
Federal Savings and Loan when he filed his
financial disclonure form fur 1984. When he
finally disclosed it this year — after he knew
the Juurnal's reporters were on his case -— he
offered the ingenious excuse that *“‘the acquisi-
tion was intended tu be temporary.” What
stax k speculationa aren't?

R ep. Fernand J. “Freddy" St Germain,

ST GERMAIN'S deep involvement with
Flonda Federal and with its chief executive,
Raleigh Creene, is all the more questionable
because of St Gernain's extensive legislative
efforte in behalf of the thrift industry. When St
CGermain appeared here for Flurida Federal's
S0th anniversary celebration and office tower
groundhreaking in January 1983, he bhoasted
that his recently enacted deregulation bill
would give savings and loans the power to
tuinpete against hanks and brokerasge firmsina
full range of financial services. Was this he-
vaure he truly believed in the bill? Or hecause
his good buddy, Greene, had been cutting him
tilo three promising Florida land deals and
had helped him finarnce a conduminium in
Bayfront Tower? g

The Journal also disclused that certain
Rhode Island hanks lent himn neatly the full
purchase price and assumed most of the risk

Freddy and his friends
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rants with $1.3-million in mortgages. Were the
banks a0 generous because they liked him? Or
Lecause they feured his wrath?

St Gerrcain's bad judgment is proportion-
ute to his power as & committes chairmun,
which is nearly absolute, and which he has used
with definite partiality toward the thrifts. De.
spite criticism, he kept the chairmanahip of the
Financial Institutions Subcommittee after at-
taining the full committee chairmanship in
1981, It hardly needs to be said that it was
wrong for St Germain's staff director to be
prensuring federal banking regulators in sup-
port of Florida Federal's stock conversion and
other matters involving the St. Peteraburg in-
stitution. St Germain’s subsequent purchase of
Florida Federal atock looks especially ques-
tionable for that.

FOR HIS part, Greene told the Journal
that he never asked St Germain to intercede
with federal regulators. For his part, St Ger-
main isn't saying much except to accune the
Journal of viewing his affairs “in the worst
possible light.” The best possible light wouldn't
be any too good.

Greene did admit that he had invited St
Germain into the Florida real estate dealu. “It's
like a:..+hing else,” he told the Journal. *Yaou
sit do..n with your buddies and say ‘v yuu
want ir;)* And you either say yea or nay.” Give
Greerie ctedit for 8 candid commentary on
certain ‘orms of business practice, hut not for
his jud, ment in exposing himself and his insti-
tution to potential criticism. There's something
wrong with the eéystem when powerful bankers
are "“bu lies” with the chairman of a congres-
sional t -.king comreittee and cut him in un
land de s not offered to the general public.

It's - ce to know, however, that even St
Germair has his limits. Notwithstanding his
lucratis orivate banking deals, he doesn't ac-
cept he  -zriums for speaking at banking in-
dustry ¢ .ventions. *You can bhe very indepen-
dent w* a you don't take honorariums,” he
said. *1 " ‘nk that we (in Congress) should be
able to - :vive on what we get.”

They -hou!d and they do. The yuestion is

when St Germain bought five pancake restau-  where th-y get it.

The SH- PC-”gC(s\)ug Tiries
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shelters®’ in which the
has invested $120,000 for promised tax
deductions of $405,000.

The newspaper said the 13-term
Congressman had $15,000
worth .:; stock innl-'lodda ‘:::nl Sav.

Loan after a top repeat-

y- phooed Federal regulators to
check on the progress of the institu-
tion‘s application to issue the stock.

Mr. St Germain’s chief of staff at
the Ba Committee, Paul Nelson,
said the had been made only to
learm the status of the stock pi

A

Exhibit 1
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WASHINGTON — The W

investigation into a newspaper re-
port that Rep. Fernand J. St Ger-
main of Rhode Island has become 8
millionaire with help from people
and institutions that have gained
from his actions as House Banking
Committee chairman.

Any House member ‘“should
avoid more assiduously than Mr. St
Germain seems to have done even
the appearance of using his infiu-
ence to enrich himself,” the news-
paper said in an editorial that called
for a House ethics committee inves-
tigation.

The editorial specifically cited
three elements in a Wall Street
Journal report :

*...First, that Mr. St Germain
bought five International House of
Fancakes restaurants with $1.3
miilion in loans from Rhode Island
banks, on terms that required him
to put up little or no cash.

*Second (that St Germain) profit-
ed from real estate investments
arranged by a Rhode Island devel-
oper who profited from federally
subsidized housing programs Mr. St
Germain helped obtain for the
state.

“Third (that St Germain) has
benefited from land deals in Florida
arranged by a developer who chairs
a savings institution regulated by
the Banking Committee, and that a
top St Germain staffer made calls
to federal regulators about applica-
tions by the developer’s firms.”

St Germain aide Richard L.
Maurano said that if the ethics
panel decides “to look into some-
thing, they'll find that he's done
nothing wrong. It's their cail.”

Maurano noted that St Germain
will appear on a television inter-
view show in Providence this
weekend to discuss the matter.

The office of Rep. Julian C.
Dixon, D-Cal, the ethics panel’s
chairman, did not answer a request

ton Post yesterday called for i |

for comment. -

219135
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

MEMORANDUM

TO: Office of the Commission Secretary

FROM: Office of General Counseli&i

DATE February 11, 1986

SUBJECT: MUR 2116 - 1st General Counsel's Report

The attached is submitted as an Agenda document

for the Commission Meeting of

Open Session

Closed Session

CIRCULATIONS DISTRIBUTION

48 Hour Tally Vote Compliance
Sensitive
Non-Sensitive Audit Matters

24 Hour No Objection Litigation
Sensitive
Non-Sensitive Closed MUR Letters

Information Status Sheets
Sensitive
Non-Sensitive Advisory Opinions

Other (see distribution
Other below)
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MEMORANDUM TO: CHARLES N. STEELE
GENERAL COUNSEL

FROM: 77,0 g/ MARJORIE W. EMMONS / CHERYL A. FLEMINGC(NK\

DATE: FEBRUARY 12, 1986

SUBJECT: : MUR 2116 - First General Counsel's Report
Signed February 10, 1986

The above-named document was circulated by the Commission
Secretary's Office to the Commissioners on a 24 hour no-objection
basis at 4:00 P.M., Tuesday, February 11, 1986.

There were no objections received in the Office of the
Secretary of the Commission to the First General Counsel's
Report at the time of the deadline.
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FIRST GENERAL COUNSEL'S REPORT rep il Pl2: 36

DATE AND TIME OF TRANSMITTAL MUR # 2116 WS'TlVE

BY OGC TO THE COMMISSION DATE COMPLAINT RECEIVED
BY OGC 12/23/85
DATE OF FICATION TO
RESPONDENT 1(9[86
STAFF MEMBER
Michele Brown

COMPLAINANT'S NAME: Robert F. Bauer on behalf of the
Democratic Congressional Campaign
Commi ttee
RESPONDENTS' NAMES: National Republican Congressional Committee
and Jack McDhonald, as treasurer,
Republican National Committee, William J.
McManus, as treasurer, and John A. Holmes, Jr.
RELEVANT STATUTE: 2 U.S.C. §§ 431(2), (9), (14), (18),
432 (e) (1), 441a(d), 4414
11 C.F.R. 100.8(b) (1), 104.3(b) (3) (viii),
110.7(a) (4)
INTERNAL REPORTS CHECKED: National Republican Congressional Committee

FEDERAL AGENCIES CHECKED: None

STATEMENT OF THE CASE

The Democratic Congressional Campaign Committee ("DCCC") alleges
that the National Republican Congressional Committee ("NRCC"), the
Republican National Committee ("RNC") and John A. Holmes, Jr.
("Respondents") seek the defeat of first district incumbent Congressman
Fernand St. Germain in the 1986 general election and the election
of Republican John A. Holmes, Jr. /DCCC alleges the respondents have
expended funds in a coordinated effort through mass media and mailings
to promote the candidacy of Mr. Holmes and to defeat Congressman

St Germain.




Specifically, the efforts include $15,000 in television
advertisements prepared and paid for by the NRCC. According to the
complaint, ads are broadcast wiﬁhin the first district and they
question Congressman St Germain's personal finances and conduct in
office. Rhode Island Citizens for Accountability in Government sent
what Complainant calls $10,000 worth of companion mailings on the same
theme to the Congressman's constituents. DCCC alleges that the Rhode
Island Citizens organization is a sham and that the NRCC paid for
the mailing. The complaint lastly alleges that the RNC has spent
$15,000 for polls to lay the foundation for Mr. Holmes' nomination
and election to Congressman St Germain's seat.

The Office of General Counsel sent notice of the complaint to the
respondents on January 9, 1986. The Republican National Committee
has submitted its response to the notification, however, the
National Republican Congressional Committee has requested an extension
of 20 days to respond. The Office of General Counsel has granted an
extension until February 19, 1986, and has so notified the NRCC.

Once the Office of General Counsel has received and reviewed all of
the responses, it will make a further report to the Commission with

recommendations.

Charles N. Steele

f ;
Kehneth A. Gross ./
Associate General Counsel
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FEDERAL ELECTION COMMISSION
'WASHINGTON, D.C. 2046

January 30, 1986

Benjamin L. Ginsberg

Legal Counsel

National Republican Congressional Committee
320 Pirst Street, 8.E.

washington, D.C. 20003

Re: MUR 2116
National Republican Congressional
Committee

Dear Mr. Ginsberg:

This is in reference to your letter dated January 23, 1986,
requesting an extension of 20 days to respond to the Commission's
notification of receipt of a complaint. After considering the
circumstances presented in your letter, the Commission has
determined to grant you your requested extension. Accordingly,
your response will be due on Pebruary 19, 1986.

If you have any questions, please contact Michele Brown, the
staff member assigned to this matter, at (202) 376-8200.

Sincerely,

Charles N. Steele

enneth A. Gros
Associate Genefal Counsel




FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

Benjamin L. Ginsberg

Legal Counsel

National Republican Congressional Committee
320 First Street, S.E.

Washington, D.C. 20003

Re: MUR 2116
National Republican Congressional

Committee

Dear Mr. Ginsberg:

This is in reference to your letter dated January 23, 1986,
requesting an extension of 20 days to respond to the Commission's
notification of receipt of a complaint. After considering the
circumstances presented in your letter, the Commission has
determined to grant you your requested extension. Accordingly,
your response will be due on February 19, 1986.

If you have any questions, please contact Michele Brown, the
staff member assigned to this matter, at (202) 376-8200.

Sincerely,

Charles N, Steele
General Counsel

Kenneth A. Gross
Agssociate General Counsel
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Republican
National
Committee

E. Mark Braden
Chief Counsel

Michael A. Hess January 21, 1986
Randall Davis
Deputy Chief Counsels

Mr. Charles N. Steele
General Counsel

Pederal BElection Commission
999 E Street, N. W.
Washington, D. C. 20463
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ATTN: Kenneth A. Gross,
Associate General Counsel

€e

Dear Mr. Steele:

I am writing in response to your letter of January 9, 1986, addressed to Mr.
William J. McManus, stating that the Pederal Election Commission has
received a complaint alleging that the Republican National Committee may
have violated certain sections of the Pederal Election Campaign Act of 1971
as amended (FECA).

Your letter enclosed a complaint from the Democratic Congressional Campaign
Committee (DCCC). This complaint provided no factual allegations upon which
it is possible to conclude that the Republican National Committee may have
violated any provisions of the Federal Election Campaign Act. For this
reason, the Commission should take no action against the RNC.

The only actions of the RNC alluded to in the complaint are newspaper
reports of a poll conducted in Rhode Island.

The RNC did commission Decision Making Information (DMI) to conduct a poll
in the First Congressional District of Rhode Island. The poll entailed
approximately forty-eight (48) questions, and the Committee paid DMI
$11,400,00 for their work. The survey was completed on August 5, 1985, The
results of the survey were transmitted to the Chairman of the Rhode Island
Republican Party, Mr. Holmes, on August 22, 1985. It is not clear from the
complaint which specific provisions of the Pederal Election Campaign Act the
DCCC is asserting that this action violates. There is no allegation that

Dwight D. Eisenhower Republican Center: 310 First Street Southeast, Washington, D.C. 20003. (202) 863-8638. Telex: 701144




‘tho RNC has improperly reported this tctivlty or any duburmntl for it.
Buch disbursements Would not be in excess of any contribution or expenditure
limits. No provision of the Act would prohibit m disbursements for such
activities by the RNC.

Potr these reasons, thoxconplgint should be dismissed.

1]

‘Very truly yours,

ENedBoke

B. Mark Braden




Mr. Charles N. Steele
General Counsel

Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463
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Charles N. Steele, Esquire
General Counsel

FPederal Election Commission
999 E Street, N.W.
Washington, D.C. 20463
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Dear Mr. Steele:

Re: MUR 2116

On behalf of the National Republican Congressional
Committee ("NRCC"), I hereby request a 20-day extension of the
time granted the NRCC for responding to the above captioned
matter. NRCC requests this extension in order to gather all
the information and exhibits needed to respond to the
complaint. Accordingly, NRCC will submit its reponse on or
before February 17, 1986.

Thank you for your consideration.

Sincerely, , .
Sy L@/L@/

Benjamin L. Ginsberg
Legal Counsel

Paud for by the National Rep




FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

January 9, 19686

Mr. Jack McDonald

National Republican Congressional
Commi ttee

320 First Street, S.E.
Washington, D.C. 20003

Re: MUR 2116
Dear Mr. McDonald:

This letter is to notify you that the Federal Election
Commission received a complaint which alleges that the National
Republican Congressional Committee and you, as Treasurer, may
have violated certain sections of the Federal Election Campaign
Act of 1971, as amended ("the Act"). A copy of the complaint is
enclosed. We have numbered this matter MUR 2116. Please refer
to this number in all future correspondence.

Under the Act, you have the opportunity to demonstrate,
in writing, that no action should be taken against the National
Republican Congressional Committee and you, as Treasurer, in this
matter. Your response must be submitted within 15 days of
receipt of this letter. If no response is received within 15
days, the Commission may take further action based on the
available information. d

Please submit any factual or legal materials which you
believe are relevant to the Commission's analysis of this
matter. Where appropriate, statements should be submitted
under oath.

This matter will remain confidential in accordance with 2
U.S.C. § 437g(a) (4) (B) and 437g(a) (12) (A) unless you
notify the Commission in writing that you wish the matter to
be made public.

If you intend to be represented by counsel in this matter
please advise the Commission by completing the enclosed form
stating the name, address and telephone number of such
counsel, and a statement authorizing such counsel to receive
any notifications and other communications from the Commission.




i AT

If you have any questions, please contact Michele Brown,
the staff member assigned to this matter at (202) 376-8200.
Por your information, we have attached a brief description
of the Commission's procedure for handling complaints.

sincorgly,

Charles N. Steele
General Counsel

Lo . O (21

Enclosures
Complaint
Procedures -
Designation of Counsel Statement




FEDERAL ELECTION COM
WASHINGTON, DC. 20083 =

January 9, 1986

Mr. William J. McManus .
Republican National Committee
310 First Street, S.E.
Washington, D.C. 20003

Re: . .MUR 2116

Dear Mr.

McManus: .

This letter is to notify you that the Federal Election

i Commission received a complaint which alleges that the Republican

~ National Committee and you, as Treasurer, may have violated
certain sections of the Pederal Election Campaign Act of 1971,

» as amended ("the Act"). A copy of the complaint is enclosed.

We have numbered this matter MUR 2116. Please refer to this
number in all future correspondence.

c
Under the Act, you have the opportunity to demonstrate,
<r in writing, that no action should be taken against the Republican
National Committee and you, as Treasurer, in this matter.
= Your response must be submitted within 15 days of receipt of
N
(ool

this letter. If no response is received within 15 days, the
Commission may take further action based on the available
information.

Please submit any factual or legal materials which you
believe are relevant to the Commission's analysis of this
matter. Where appropriate, statements should be submitted under

oath.

This matter will remain confidential in accordance with 2
U.S.C.S 437g(a) (4) (B) and 437g(a) (12) (A) unless you

notify the Commission in writing that you wish the matter to
be made public.

If you intend to be represented by counsel in this matter
please advise the Commission by completing the enclosed form
stating the name, address and telphone number of such counsel,
and a statement authorizing such counsel to receive any

notifications and other communications from the Commission.




ST ¢ 7 yuu huvn any qun.tion-, please contact Michele Brown,

‘the staff member assigned to this matter at (202) 376-8200.
Por your information, we have attached a brief description
of the cu-liliion' s procedure for handling complaints.

Sincerely,

Charles N. Steeele
General Counsel

Mﬁ%‘?’ﬁ%@

Kenneth A.
Assoclate General Counsel

Enclosures
Complaint
Procedures
Designation of Counsel Statement
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January 9, 1986

Mxr. John A. Holmes
P.0. Box 160
Barrington, RI 02806

Re: MUR 2116
Dear Mr. Holmes:

This letter is to notify you that the Pederal Election
Commission received a complaint which alleges that you.
may have violated certain sections of the Pederal Election
Campaign Act of 1971, as amended ("the Act"). A copy of the
complaint is enclosed. We have numbered this matter MUR 2116.
Please refer to this number in all future correspondence.

Under the Act, you have the opportunity to demonstrate,
in writing, that no action should be taken against you, in
this matter. Your response must be submitted within 15 days
of receipt of this letter. If no response is received within
15 days, the Commission may take further action based on the
available information.

Please submit any factual or legal materials which you
believe are relevant to the Commission's analysis of this
matter. Where appropriate, statements should be submitted
under oath.

This matter will remain confidential in accordance with 2
U.S.C. § 437g(a) (4) (B) and 437g(a) (12) (A) unless you notify
the Commission in writing that you wish the matter to be made
public.

If you intend to be represented by counsel in this matter
please advise the Commission by completing the enclosed form
stating the name, address and telephone number of such counsel,
and a statement authorizing such counsel to receive any
notifications and other communications from the Commission.




If you bave any questions, please contact Michele Brown,
the staff member assigned to this matter at (202) 376-8200.
For your information, we have attached a brief description of
the Commission's procedure for handling complaints.

Sincerely,

Charles N. Steele
General Counsel

Linms I Ay ()

Kenneth A. Gross
Associate General Counsel

Enclosures
Complaint
Procedures
Designation of Counsel Statement




FEDERAL ELECT IQN COMM!SSION
WASHINGTON, D.C. 20083

January 9, 1986

Robert F. Bauer, Esqg.
Perkins Coie

1110 Vermont Avenue, N.W.
Washington, D.C. 20005

MUR 2116
Dear Mr. Bauer:

This letter is to acknowledge receipt of your complaint
which we received on December 20, 1985, which alleges violations
of the Federal Election Campaign laws by the National Republican
Congressional Committee, Republican National Committee, and
Mr. John Holmes. A staff member has been assigned to analyze
your allegations. . Tho respondent will be notified of this
complaint within five days.

You will be notified as soon as the Commission takes final
action on your complaint. S8Should you have or receive any
additional information in this matter, please forward it to
this office. We suggest that this information be sworn to in
the same manner as your original complaint. For your information,
we have attached a brief description of the Commission's
procedure for handling complaints. If you have any questions,
please contact Michele Brown at (202) 376-8200.

Sincerely,

Charles N. Steele
General Counsel

G T R Qurncd )

Kenneth A. Gross
Asgsociate General Counsel

Enclosure
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C 20463

Mr. John A. Holmes
P.O. Box 160
Barrington, RI 02806

Re: MUR 2116

Dear Mr. Holmes:

This letter is to notify you that the Federal Election
Commission received a complaint which alleges that you.
may have violated certain sections of the Federal Election
Campaign Act of 1971, as amended ("the Act"). A copy of the
complaint is enclosed. We have numbered this matter MUR 2116.
Please refer to this number in all future correspondence. -

Under the Act, you have the opportunity to demonstrate,
in writing, that no action should be taken against you, in
this matter. Your response must be submitted within 15 days
of receipt of this letter. If no response is received within
15 days, the Commission may take further action based on the
available information.

Please submit any factual or legal materials which you
believe are relevant to the Commission's analysis of this
matter. Where appropriate, statements should be submitted
under oath.

This matter will remain confidential in accordance with 2
U.S.C. § 437g(a) (4) (B) and 437g(a) (12) (A) unless you notify
the Commission in writing that you wish the matter to be made
public.

If you intend to be represented by counsel in this matter
please advise the Commission by completing the enclosed form
stating the name, address and telephone number of such counsel,
and a statement authorizing such counsel to receive any
notifications and other communications from the Commission.
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If you have any questions, please contact Michele Brown,
the staff member assigned to this matter at (202) 376-8200.
For your information, we have attached a brief description of
the Commigsion’s procedure for handling complaints.

Sincerely,

Charles N. Steele
General Counsel

P [ (€e

Kenneth A. Gross
Associate General Counsel

Enclosures
Complaint
Procedures
Designation of Counsel Statement




FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463 : R,

Mr. Jack McDonald

National Republican Congressional
Committee

320 First Street, S.E.
Washington, D.C. 20003

Re: MUR 2116
Dear Mr. McDonald:

This letter is to notify you that the Federal Election
Commission received a complaint which alleges that the National

Republican Congressional Committee and you, as Treasurer, may
have violated certain sections of the Federal Election Campaign
Act of 1971, as amended ("the Act"). A copy of the complaint is
enclosed. We have numbered this matter MUR 2116. Please refer
to this number in all future correspondence.

Under the Act, you have the opportunity to demonstrate,
in writing, that no action should be taken against the National
Republican Congressional Committee and you, as Treasurer, in this
matter. Your response must be submitted within 15 days of
receipt of this letter. If no response is received within 15
days, the Commission may take further action based on the
available information.

Please submit any factual or legal materials which you
believe are relevant to the Commission's analysis of this
matter. Where appropriate, statements should be submitted
under oath.

This matter will remain confidential in accordance with 2
U.S.C. § 437g(a) (4) (B) and 437g(a) (12) (A) unless you
notify the Commission in writing that you wish the matter to
be made public.

If you intend to be represented by counsel in this matter
please advise the Commission by completing the enclosed form
stating the name, address and telephone number of such
counsel, and a statement authorizing such counsel to receive
any notifications and other communications from the Commission.
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If you have any questions, please contact Michele Brown,
the staff member assigned to this matter at (202) 376-8200.
Por your information, we have attached a brief description
of the Commission's procedure for handling complaints.

Sincerely,

Charles N. Steele
General Counsel

b 1 14[86

Kehheth A. Gross
Associate General Counsel

Enclosures
Complaint
Procedures
Designation of Counsel Statement




FEDERAL ELECTION COMMISSION

WASHINCTON, D.C. 20463

Mr. William J. McManus
Republican National committee
310 First Street, S.E.
Washington, D.C. 20003

Re: MUR 2116
Dear Mr. McManus:

This letter is to notify you that the Federal Election
Commission received a complaint which alleges that the Republican
National Committee and you, as Treasurer, may have violated
certain sections of the Federal Election Campaign Act of 1971,
as amended ("the Act"). A copy of the complaint is enclosed.

We have numbered this matter MUR 2116. Please refer to this
number in all future correspondence.

Under the Act, you have the opportunity to demonstrate,
in writing, that no action should be taken against the Republican
National Committee and you, as Treasurer, in this matter.
Your response must be submitted within 15 days of receipt of
this letter. If no response is received within 15 days, the
Commission may take further action based on the available
information.

Please submit any factual or legal materials which you
believe are relevant to the Commission's analysis of this
matter. Where appropriate, statements should be submitted under
oath.

This matter will remain confidential in accordance with 2
U.S.C.S 437g(a) (4) (B) and 437g(a) (12) (A) unless you
notify the Commission in writing that you wish the matter to
be made public.

If you intend to be represented by counsel in this matter
please advise the Commission by completing the enclosed form
stating the name, address and telphone number of such counsel,
and a statement authorizing such counsel to receive any
notifications and other communications from the Commission.




If you have any questions, please contact Michele Brown,
- the staff member assigned to this matter at (202) 376-8200.
For your information, we have attached a brief description
of the Commission's procedure for handling complaints.

Sincerely,

Charles N. Steeele
General Counsel

I/4/bb

Kenneth A. Gross
Associate General Counsel

Enclosures
Complaint
Procedures
Designation of Counsel Statement




FEDERAL ELECTION COMMISSION

WASHINGTON, D.C. 20463

Robert F. Bauer, Esqg.
Perkins Coie

1110 Vermont Avenue, N.W.
Washington, D.C. 20005

MUR 2116

Dear Mr. Bauer:

This letter is to acknowledge receipt of your complaint
which we received on December 20, 1985, which alleges violations
of the Federal Election Campaign laws by the National Republican
Congressional Committee, Republican National Committee, and
Mr. John Holmes. A staff member has been assigned to analyze

your allegations. The respondent will be notified of this
complaint within five days.

You will be notified as soon as the Commission takes final
action on your complaint. Should you have or receive any
additional information in this matter, please forward it to
this office. We suggest that this information be sworn to in
the same manner as your original complaint. For your information,
we have attached a brief description of the Commission's
procedure for handling complaints. If you have any questions,
please contact Michele Brown at (202) 376-8200.

Sincerely,

Charles N. Steele
General Counsel

ok 141665277

Kenneth A. Gross
Associate General Counsel

Enclosure




FEDERAL ELECTION COMMISSION
WASHINCTON, O C. 20463 :

THE COMMISSION
MARJORIZ W. EMMONS/ ARNITA D. HESSION

JANUARY 3, 1986

MUR 2116 - Complaint

The attached has been circulated for your

information.

a.>
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BEFORE THE L
FEDERAL ELECTION COMMISSION

INTRODUCTION

The Democratic Congressional Campaign Committee
("DCCC") files this complaint challenging numerous and
significant violations of the Federal Election Canpaign'Act of
1971, as amended, 2 U.S.C. §431 et seq. ("FECA"), and related
regulations of the Federal Election Commission, by the
National Republican Congressional Committee ("NRCC"); the
Republican National Committee ("RNC"); Mr. John A. Holmes,
Jr., a candidate for nomination for election to the House of
Representatives from the First District of Rhode Island; aqg;
other individuals and organizations whose identities may bfs

revealed in connection with a full investigation by the ag

Commission ("Respondents”).

Tk FACTS
DCCC attaches, for the review of the General

8l:14q

Counsel, a series of clippings from various news organizations
reporting on recent activities of Respondents. Thesé
Respondents seek the defeat in the 1986 general election of
the First District incumbent Congressman Fernand St Germain
and the election of Republican John A. Holmes, Jr. To this
end, Respondents ﬁncc and RNC, in particular, are expending

substantial funds, apparently in excess of $40,000 (forty

thousand dollars) .
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These funds have been spent in a coordinated effort
though mass media and mailings to promote the candidacy of
Mr. Holmes and to undermine the candidacy of Congressman
St Germain. The components of this coordinated program are as

follows:

e Fifteen thousand dollars ($15,000) in television

advertisements prepared and paid for by NRCC, and broadcast

within and directed to the First District, which assail the
personal finances and conduct in office of Congressman
St Germain. (Exhibit A.)

1 Ten thousand dollars ($10,000) in "companion”
mailings on the same political theme, also directed to the
Congressman's constituents, which are paid for by NRCC but
which bear only the name of a sham organization, "Rhode Island
Citizens for Accountability in Government.®” (Exhibits B and
C.)

3. At least fifteen thousand dollars ($15,000) in
polling by RNC to lay the foundation for the campaign for John
Holmes for nomination and election to the FPirst District Rhode
Island seat now held by Congressman St Germain. (Exhibits D
and E.)

All of these activities have been financed in
coordination and cooperation with Mr. Holmes and his closest

political associates.




VIOLATIONS OF LAW

NRCC Evasion of §44la(d) Limits in Connection
wWith "Direct” Mailing Attacking the Record of

Mr. 8t Germaine S
Commission Advisory Opinion 1985-14, Fed. Elec. Camp.

Pin. Guide (CCH) 9 5819 (May 30, ;985), is dispositive on this

issue. Direct mailings of this nature, even if framed without
an explicit "electioneering” message, are subject in full to
the limits which apply to a party's support of its general
election candidates. See also 2 U.S.C. §44la(d).

NRCC apparently does not intend to comply with these
limits. In the news article marked Exhibit P, an NRCC “"field
representative” is either unaware of or indifferent to the
Commission's holding in Advisory Opinion 1985-14. This NRCC
official contends that the apparent absence from the mailing
of both a formally declared Republican candidate and of an
explicit "electioneering” statement obviates the need for an
allocation to the limits. Advisory Opinion 1985-14
demonstrates that this is a false, likely a wilfully false,
reading of the law and of the Commission's position on the law.

B. NRCC Violation of "Disclaimer” Requirements

NRCC's mailing has been prepared without any

reference to a conceded fact: NRCC paid for this mailing in

full, - including NRCC staff time in "polishing®" (Exhibit C) the
written text and handling the mechanical requirements for

mailing.
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Apparently because NRCC intended to conceal its
involvement, perhaps as part of a strategy to avoid g44la(d)
limitation issues, NRCC did not add a "disclaimer® identifying
its sponsorship in accordance with 2 U.S.C. $441d. NRCC did
add such a disclaimer to its television advertisements on this
same subject over the same period -- but such a disclaimer is
a condition precedent to acceptance for broadcast under the
FPederal Communications Act. 47 U.S.C. §317. NRCC, however,
had reasons to disregard the similar FECA requirement as it
applied to its mailing.

As a result, NRCC's involvement in this mailing was
disclosed only to those of its recipients who came upon news
disclosure of that involvement. The mailing itself had the

name of the "Rhode Island Citizens®” group -- and no reference

at all to NRCC.Y/

Section 4414 was thereby wilfully and wholly violated.

Failure of John A. Holmes, Jr. to Register
as a "Candidate” Under the FECA

News reports clearly demonstrate that all of the
activities described in this Complaint reflect a coordinated
and concerted effort by Respondents to promote the nomination

and election of John A. Holmes, Jr., to replace the incumbent

1/  The organization surfaced the month before the mailing,
*with two founding members," and it apparently has only
those two members today. (Exhibit C.) No article or
other report suggests that this “organizaton" was meant
to do more than "monitoring St Germain and paving the way

for Republican challengers."™ (Exhibit F.)
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Democratic Member of Congress from the Pirst District of Rhode
Island. Because of the nature of these activities, including
their clear coordination with Mr. Holmes and his closest
associates, the expenditures associated with these activities

have exceeded the threshold requirements for the formal

registration of Mr. Holmes' candidacy under the FECA. 2'u.s.c.

§431(2). Conversely, none of these actions, taken alone or in
context, can properly be qualified as expenditures for
“"testing the waters” which would otherwise be available as a
basis for avoiding registration at this time.

"l. The Mailing

The direct mailing funded by NRCC, and described
fully elsewhere in this Complaint, constitutes an allocable
expenditure subject to the limitations which apply to NRCC's
spending on behalf of its First District general election
candidate under §44la(d). See p. 3 of this Complaint.
Moreover, the making of this expenditure was coordinated
closely with Mr. Holmes, through one of his close political
associates who participated in the establishment of NRCC's
“front" organization, Rhode Island Citizens for Accountability
in Government. Specifically, news reports (Exhibits C and E)
indicate the involvement in this scheme of Mr. Thomas J.
Cashill, described as a "close friend of Republican State
Chairman John A. Holmes, Jr., who is expected to be the GOP
First District nominee." (Exhibit C.) A Commission

investigation pursuant to this Complaint will reveal, as these




news reports demonstrate, that Mr. Holmes was fully involved
with and consented to the preparation and dtj.olination of
this mailing. As NRCC, the financier of this mailing, has
admitted that the mailing cost no less than $10,000, there is
no question that the monies expended for this purpose with
Mr. Holmes' consent exceeded the 85,000 thrcshéld upon which
FECA candidacy is based.

There is, moreover, no basis under the law for
Mr. Holmes to allege that his activities constituted solely
“"testing the waters.” Under testing the water regulations,
" only recently revised and reissued by the Commission, testing
the waters activities cannot be conducted through direct
political advertising clearly designed to promote the
candidacy of the individual involved in those activities.
11 C.F.R. §100.7(b) (1) (ii) (testing the waters exemption "does
not apply to funds received for activities indicating that an
individual has decided to become a candidate for a particular

office or for activities relevant to conducting a campaign.®)

See also FEC Advisory Opinion 1982-32, Fed. Elec. Camp. Fin.

Guide (CCH) § 5620 (October 2, 198l1).

In Advisory Opinion 1985-14, the Commission held
specifically that public political advertising of the nature
described here -- a direct mailing -- would be treated as a
statutory "expenditure® by a party committee subject to

§44la(d). While NRCC was not required to coordinate this
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expenditure with any potential candidate or candidates, it did
s0. Mr. Holmes®' involvement with this expenditure, his
consent to this ;ayondltuzo. required him to abandon the
pretense of testing the waters and to register as a candidate
under the FECA with full disclosure obligations under the

law. In failing to do so, Mr. Holmes violated tﬁo PECA.

2. The Poll .
News reports also reflect the RNC's payment for a

$15,000 (fifteen thousand dollar) poll designed to lay the
foundation for Mr. Holmes' candidacy. (BExhibits D and E.)
While these reports also incorporate statements by Mr. Holmes
suggesting that this poll will only aid him in making a
decision on candidacy, the circumstances indicate otherwise.
As stated, all of the activities described in this
Complaint must be taken together, as one concerted and
coordinated program to promote Mr. Holmes' candidacy prior to
formal declaration -- and undermine the candidacy of his
expected opponent, incumbent Congressman St Germain. These
activities include the television advertisements, the mailing
and the poll, all of which are critical elements to a full
fledged campaign for nomination and election to federal
office. Moreover, in all cases, funding for these purposes is
being supplied by the National Republican Party by two of its
affiliated committees, NRCC and RNC. The legal significance
of RNC's payment of the poll for Mr. Holmes cannot be divorced

from this context.




On these grounds, while the direct mailing alone

represents an expenditure of funds sufficient to trigger

Mr. Holmes' candidacy, the cost of this poll ($15,000) must be
included within the total which is legally determinative for
registration purposos.g/
IV, CONCLUSION

In 1984, DCCC brought to the Commission's attention
the purposeful efforts of the NRCC to evade the limitations
set by law on its expenditures to support Republican
candidates in House campaigns. The Commission declined to
address the matter before the election. In desperation, with
Election Day only days away,.nccc sought relief from the
federal courts, again to no avail: the Court would not force
the agency's hand in these extraordinary "last-minute"
circumstances. And, when the Commission finally took up
DCCC's Complaint, the election had long passed, and the agency
would ;nd could offer no relief.

Finally, thrugh the Advisory Opinion process
(Advisory Opinon 1985-14), DCCC managed to obtain some

2/ Furthermore, RNC's expenditure of these funds must in
context be treated as allocable to some limitation under
the statute which is binding on national party
organizations. RNC has the option of treating the cost
of this poll as allocable to the §44la(h) contribution
limitation ($17,500), reportable as a contribution
in-kind; or it may include this amount within the
overall "coordinated expenditure® limit available to the
national committee under §44la(d). Some limit does,
however, apply. See Section III. A. of this Complaint.




clarification of of the law, and particularly 34410(6). as it
applies to both the Democratic and Republican Parties, and no
less to NRCC and RNC. BEven this enforcement effort appears to
have come to naught, as the national Republican Party is
currently ignoring it altogether.

DCCC requires action on its Complaint now, not six
months or one year from now. Any delay will render the party
financing limitations of the law a "dead-letter” in 1986.

Respectfully submitted,

T

rt F. Bauer
Counsel, Democratic Congressional
Campaign Committee

13288

DISTRICT OF COLUMBIA

Subscribed and sworn to before me this 20th day of
December 1985. '

Notary Public

My comnission expires: 5/3// ' )
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Y FOR ACCOUNTAB TY
IN GOVERNMENT

Dear Taxpaver:
You may have heard that our Congressman, Fernand St Germain, has been accused
of some very serious charges.

According to the Wall Street Journal, Tbe Providence Journal Bulletin, and other
St Germain has amassed a multimillion dollar

respected newspapers, Congressman
personal fortune by using his public position to help wealthy investors.
It's time to clear the air.

That's why Rhode Island Citizens for Accountability in Government are asking
man St Germain to disclose in detail his financial records and make available to
the public his tax returns.

Unfortunately, St Germain has refused. And that’s bad because the people of Rhode
Island have a right to know if our Congressman is telling the truth.

mmm.wwcm&deprmhavemenmewbncampktc
financial accounting of themselves.

Some who come quickly 1o mind are Richard Israel when running for Attorney
General, John Hawkins for U.S. Senate, Joseph Garrahy for Governor, Vincent Ciandi, Jr.
for Mayor of Providence, and incumbemt Mayor, Joseph Paolino, Jr.
If they found this course suitable, why not Congressman St Germain?

Just at 2 time Rhode Island citizens are demanding our leaders be honest and above
reproach, we cannot afford to have this dark cloud hanging over our heads.

9 3 407

There's onlv one solution: St must come clean by full
disclosing his taxes and finances. To do otherwise would bring an end to our efforts to rid
our government of corruption and those who seek personal gain.

5040

3

That's why we—Rhode Island Citizens for Accountability in Government—urge you
and other members of your household to sign the attached petition and mail it to us
immediately.

The petition asks the U.S. House of Representatives’ Ethics Committee to officially
investigate these serious charges and further demands that St Germain publicly disclose his
taxes and finances.

The people of Rhode Island deserve 10 know the truth. The time for answers is now.
Sincerely,

Sandrz Wensiow
Sandra Winslow, Chairperson

P.S. Please sign the petition and mail immediately.
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Tell us the truih, Gengresersan 81 T

Government—a non-partisan group —want
to know the truth about the financial
charges made against Congressman
St Germain.

Only you, Congressman, can set the
record straight.

BUSINESS REPLY MAIL
First Class Permit No. 1408 Providencs, R.l. 02908

]
Postage wil be pad by Addressee

RHODE ISLAND CITIZENS FOR
ACCOUNTABILITY IN GOVERNMENT

PO. BOX 28672
PROVIDENCE, RHODE ISLAND 02908-9980




-:2 y FOR ACCOUNTABILITY
IN GOVERNMENT

Dear Taxpayer:

You may have heard that our Congressman, Fernand $t Germain, has been accused
of some very serious charges.

According to the Wall Street Journal, Tbe Providence Journal
St Germain has amassed s multimillion dollar

respected newspapers, Congressman
personal fortune by using his public position to help wealthy investors.
It's time t0 clear the air.

That's why Rhode Island Citizens for Accountability in Government are asking
Congressman St Germain to disclose in detail his financial records and make available to
the public his tax returns.

Unfortunately, St Germain has refused. And that’s bad because the people of Rhode
Island have a right to know if our Congressman is telling the truth.

Bulletin, and other

lnpastm.pubﬂcoﬂichl;ofbochpouwpamuhavegtvenmepubucacompku
financial accounting of themselves.

SomewhocomcquiddywmindmmchardlmdwhenmnnmsforAuomey
General, John Hawkins for U.S. Senate, Joseph Garrahy for Governor, Vincent Cianci, Jr.
for Mayor of Providence, and incumbent Mayor, Joseph Paolino, Jr.

If they found this course suitable, why not Congressman St Germain?

9 36 09

Just at 2 time Rhode Island citizens are demanding our leaders be honest and above
reproach, we cannot afford to have this dark cloud hanging over our heads.

There's only one solution: Congressman St Germain must come clean by fully
disclosing his taxes and finances. To do otherwise would bring an end to our efforts to rid
our government of corruption and those who seek personal gain.

R 510401

That's why we—Rhode Island Citizens for Accountability in Government—urge you
and other members of your household to sign the attached petition and mail it to us
immediately.

The petition asks the
investigate these seriov
taxes and finances.

The peoplr
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ROBERT F. BAUER

December 23, 1985

Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463

Gentlemen:

On Friday, December 20, 1985, this office filed a
Complaint on behalf of the Democratic Congressional Campaign
Committee, against the National Republican Congressional
Committee, John A. Holmes, Jr., and others.

Please be advised that for communications purposes, the
name and telephone number of the Complainant's counsel is:

Robert F. Bauer, Esq.
Perkins Coie

1110 Vermont Avenue, N.W.
Suite 1200

Washington, D.C. 20005

(202) 887-9030.

Thank you for your attention to this matter.

Very truly yours,

// // //////L/——\

kobert Bauer

RFB/1ff

TeLEX: 44-0277 Pcso Un ® FacsiMiLe (Ge 1,11, m); (202) 223-2088
OTHER OFFICES: ANCHORAGE, ALASKA ® BELLEVUE, WASHINGTON ® PORTLAND, OREGON ® SEATTLE, WASHINGTON
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Rosext F. BAUER

December 23, 1985

Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463

Gentlemen:

On Friday, December 20, 1985, this office filed a
Complaint on behalf of the Democratic Congressional Campaign
Committee, against the National Republican Congressional
Committee, John A. Holmes, Jr., and others.

Please be advised that for communications purposes, the
name and telephone number of the Complainant's counsel is:

Robert F. Bauer, Esq.
Perkins Coie
1110 Vermont Avenue, N.W.
Suite 1200
Washington, D.C. 20005
(202) 887-9030.
Thank you for your attention to this matter.
Very truly yours,
linfline——

Robert #. Bauer

RFB/1ff

Terex: 44-0277 Pcso Ui © FacsimiLe (Ge 1,1, 1n): (202) 223-2088
OTHER OFFICES: ANCHORAGE, ALASKA ® BELLEVUE, WASHINGTON ® PORTLAND, OREGON ® SEATTLE, WASHINGTON
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December 23, 1985

Pederal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463

Gentlemen:

On Friday, December 20, 1985, this office filed a
Complaint on behalf of the Democratic Congressional Campaign
Committee, against the National Republican Congressional
Committee, John A. Holmes, Jr., and others.

Please be advised that for communications purposes, the
name and telephone number of the Complainant's counsel is:

Robert F. Bauer, Esq.
Perkins Coie

1110 Vermont Avenue, N.W.
Suite 1200

Washington, D.C. 20005

(202) 887-9030.
Thank you for your attention to this matter.
%y truly yours,
///{ZZL/-\

. Bauer

RFB/1ff

Tuex: 44-0277 Pcso Ut ® Facsnare (Ge1,n, m): (202) 223-2088
OTHER OFFICES: ANCHORAGE, ALASKA ® BeLLevue, WASHING TON ® PORTLAND, OREGON ® SeaTTLE, WASHING TON
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FEDERAL ELECTION COMMISSION

I. INTRODUCTION

The Democratic Congressional Campaign Committee
("DCCC") files this complaint challenging numerous and
significant violations of the Federal Election Campaign Act of
1971, as amended, 2 U.S.C. §431 et seq. ("FECA"), and related
regulations of the Federal Election Commission, by the
National Republican Congressional Committee ("NRCC"); the
Republican National Committee ("RNC"); Mr. John A. Holmes,
Jr., a candidate for nomination for election to the House of

Representatives from the First District of Rhode Island; aqg;

: a A 3 s Pl —
other individuals and organizations whose identities may b::

revealed in connection with a full investigation by the 23

L

]

Commission ("Respondents").
II.  FACTS %
DCCC attaches, for the review of the General
Counsel, a series of clippings from various news organizations
reporting on recent activities of Respondents. These
Respondents seek the defeat in the 1986 general election of
the First District incumbent Congressman Fernand St Germain
and the election of Republican John A. Holmes, Jr. To this
end, Respondents NRCC and RNC, in particular, are expending

substantial funds, apparently in excess of $40,000 (forty

thousand dollars).




These funds have been spent in a coordinated effort

though mass media and mailings to promote the candidacy of

Mr. Holmes and to undermine the candidacy of Congressman
St Germain. The components of this coordinated program are as
follows:

1. Fifteen thousand dollars ($15,000) in television
advertisements prepared and paid for by NRCC, and broadcast
within and directed to the First District, which assail the
personal finances and conduct in office of Congressman
St Germain. (Exhibit A.)

2 Ten thousand dollars ($10,000) in “companion"
mailings on the same political theme, also directed to the
Congressman's constituents, which are paid for by NRCC but
which bear only the name of a sham organization, "Rhode Island
Citizens for Accountability in Government." (Exhibits B and
C.)

35 At least fifteen thousand dollars ($15,000) in
polling by RNC to lay the foundation for the campaign for John
Holmes for nomination and election to the First District Rhode
Island seat now held by Congressman St Germain. (Exhibits D
and E.)

All of these activities have been financed in
coordination and cooperation with Mr. Holmes and his closest

political associates.




VIOLATIONS OF LAW

NRCC Evasion of §44la(d) Limits in Connection
With "Direct® Mailing Attacking the Record of
Mr. St Germaine

Commission Advisory Opinion 1985-14, Fed. Elec. Camp.

Fin. Guide (CCH) § 5819 (May 30, 1985), is dispositive on this

issue. Direct mailings of this nature, even if framed without
an explicit "electioneering” message, are subject in full to
the limits which apply to a party's support of its general
election candidates. See also 2 U.S.C. §44la(d).

NRCC apparently does not intend to comply with these
limits. In the news article marked Exhibit F, an NRCC "field
representative"” is either unaware of or indifferent to the
Commission's holding in Advisory Opinion 1985-14. This NRCC
official contends that the apparent absence from the mailing
of both a formally declared Republican candidate and of an
explicit "electioneering" statement obviates the need for an
allocation to the limits. Advisory Opinion 1985-14
demonstrates that this is a false, likely a wilfully false,
reading of the law and of the Commission's position on the law.

B. NRCC Violation of "Disclaimer®” Requirements

NRCC's mailing has been prepared without any

reference to a conceded fact: NRCC paid for this mailing in

full, including NRCC staff time in "polishing” (Exhibit C) the
written text and handling the mechanical requirements for

mailing.
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Apparently because NRCC intended to conceal its
involvement, perhaps as part of a strategy to avoid §44la(4)
limitation issues, NRCC did not add a "disclaimer” identifying
its sponsorship in accordance with 2 U.S.C. §441d. NRCC did

add such a disclaimer to its television advertisements on this

same subject over the same period -- but such a disclaimer is
a condition precedent to acceptance for broadcast under the

Federal Communications Act. 47 U.S.C. §317. NRCC, however,

had reasons to disregard the similar FECA requirement as it
applied to its mailing.

As a result, NRCC's involvement in this mailing was
disclosed only to those of its recipients who came upon news
disclosure of that involvement. The mailing itself had the
name of the "Rhode Island Citizens™ group -- and no reference
at all to NRCC.Y

Section 441d was thereby wilfully and wholly violated.

Failure of John A. Holmes, Jr. to Register
as a "Candidate” Under the FECA

News reports clearly demonstrate that all of the
activities described in this Complaint reflect a coordinated
and concerted effort by Respondents to promote the nomination

and election of John A. Holmes, Jr., to replace the incumbent

1/  fThe organization surfaced the month before the mailing,
*"with two founding members," and it apparently has only
those two members today. (Exhibit C.) No article or
other report suggests that this "organizaton" was meant
to do more than "monitoring St Germain and paving the way
for Republican challengers.” (Exhibit F.)
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Democratic Member of Congress from the First District of Rhode
Island. Because of the nature of these activities, including
their clear coordination with Mr. Holmes and his closest
associates, the expenditures associated with these activities
have exceeded the threshold requirements for the formal
registration of Mr. Holmes' candidacy under the FECA. 2 U.S.C.
§431(2). Conversely, none of these actions, taken alone or in
context, can properly be qualified as expenditures for

“testing the waters” which would otherwise be available as a
basis for avoiding registration at this time.

l. The Mailing

The direct mailing funded by NRCC, and described
fully elsewhere in this Complaint, constitutes an allocable
expenditure subject to the limitations which apply to NRCC's
spending on behalf of its First District general election
candidate under §44la(d). See p. 3 of this Complaint.
Moreover, the making of this expenditure was coordinated
closely with Mr. Holmes, through one of his close political
associates who participated in the establishment of NRCC's
"front" organization, Rhode Island Citizens for Accountability
in Government. Specifically, news reports (Exhibits C and E)
indicate the involvement in this scheme of Mr. Thomas J.
Cashill, described as a "close friend of Republican State
Chairman John A. Holmes, Jr., who is expected to be the GOP
First District nominee." (Exhibit C.) A Commission

investigation pursuant to this Complaint will reveal, as these




news reports demonstrate, £hag Mr. Holmes was fully involved
with and consented to the preparation and dissemination of
this mailing. As NRCC, the financier of this mailing, has
admitted that the mailing cost no less than $10,000, there is
no question that the monies expended for this purpose with
Mr. Holmes' consent exceeded the $5,000 threshold upon which
FECA candidacy is based.

There is, moreover, no basis under the law for
Mr. Holmes to allege that his activities constituted solely
“testing the waters.” Under testing the water regulations,
only recently revised and reissued by the Commission, testing
the waters activities cannot be conducted through direct
political advertising clearly designed to promote the
candidacy of the individual involved in those activities.

11 C.F.R. §100.7(b) (1) (ii) (testing the waters exemption “does
not apply to funds received for activities indicating that an
individual has decided to become a candidate for a particular
office or for activities relevant to conducting a campaign.")
See also FEC Advisory Opihion 1982-32, Fed. Elec. Camp. Fin.
Guide (CCH) ¢ 5620 (October 2, 1981).

In Advisory Opinion 1985-14, the Commission held
specifically that public political advertising of the nature
described here -- a direct mailing -- would be treated as a
statutory "expenditure® by a party committee subject to

§44la(d). While NRCC was not required to coordinate this
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expenditure with any potential candidate or candidates, it did
80. Mr. Holmes' involvement with this expenditure, his
consent to this expenditure, required him to abandon the
pretense of testing the waters and to register as a candidate
under the FECA with full disclosure obligations under the
law. In failing to do so, Mr. Holmes violated the FECA.

2. The Poll

News reports also reflect the RNC's payment for a
$15,000 (fifteen thousand dollar) poll designed to lay the
foundation for Mr. Holmes' candidacy. (Exhibits D and E.)
While these reports also incorporate statements by Mr. Holmes
suggesting that this poll will only aid him in making a
decision on candidacy, the circumstances indicate otherwise.

As stated, all of the activities described in this
Complaint must be taken together, as one concerted and
coordinated program to promote Mr. Holmes' candidacy prior to
formal declaration -- and undermine the candidacy of his
expected opponent, incumbent Congressman St Germain. These
activities include the television advertisements, the mailing
and the poll, all of which are critical elements to a full
fledged campaign for nomination and election to federal
office. Moreover, in all cases, funding for these purposes is
being supplied by the National Republican Party by two of its
affiliated committees, NRCC and RNC. The legal significance
of RNC's payment of the poll for Mr. Holmes cannot be divorced

from this context.




On these grounds, while the direct mailing alone
represents an expenditure of funds sufficient to trigger
Mr. Holmes' candidacy, the cost of this poll ($15,000) must be
included within the total which is legally determinative for
registration putposes.Z/
Iv. CONCLUSION

In 1984, DCCC brought to the Commission's attention
the purposeful efforts of the NRCC to evade the limitations
set by law on its expenditures to support Republican
candidates in House campaigns. The Commission declined to
address the matter before the election. 1In desperation, with
Election Day only days away, DCCC sought relief from the
federal courts, again to no avail: the Court would not force
the agency's hand in these extraordinary "last-minute"”
circumstances. And, when the Commission finally took up
DCCC's Complaint, the election had long passed, and the agency
would and could offer no relief.

Finally, thrugh the Advisory Opinion process

(Advisory Opinon 1985-14) , DCCC managed to obtain some

Furthermore, RNC's expenditure of these funds must in
context be treated as allocable to some limitation under
the statute which is binding on national party
organizations. RNC has the option of treating the cost
of this poll as allocable to the §44la(h) contribution
limitation ($17,500), reportable as a contribution
in-kind; or it may include this amount within the
overall "coordinated expenditure® limit available to the
national committee under §44la(d). Some limit does,
however, apply. See Section III. A. of this Complaint.
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clarification of of the law, and particularly §44la(d), as it
applies to both the Democratic and Republican Parties, and no
less to NRCC and RNC. Even this enforcement effort appears to
have come to naught, as the national Republican Party is
currently ignoring it altogether.

DCCC requires action on its Complaint now, not six
months or one year from now. Any delay will render the party

financing limitations of the law a "dead-letter” in 1986.

Respectfully submitted,

PERKINS COIE
%ZMW

Robert F. Bauer
Counsel, Democratic Congressional
Campaign Committee

1328B

DISTRICT OF COLUMBIA

Subscribed and sworn to before me this 20th day of

December 1985.

Notary Public

My \Comisission expires: 6/3//?7
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INTRODUCTION

The Democratic Congressional Campaign Committee
("DCCC") files this complaint challenging numerous and
significant violations of the Federal Election Campaign Act of
1971, as amended, 2 U.S.C. §431 et seq. ("FECA"), and related
regulations of the Federal Election Commission, by the
National Republican Congressional Committee ("NRCC"); the
Republican National Committee ("RNC"); Mr. John A. Holmes,
Jr., a candidate for nomination for election to the House of

Representatives from the First District of Rhode Island; ang-

other individuals and organizations whose identities may b:a
)

revealed in connection with a full investigation by the

Commission ("Respondents®).

II1. FACTS

DCCC attaches, for the review of the General
Counsel, a series of clippings from various news organizations
reporting on recent activities of Respondents. Thesé
Respondents seek the defeat in the 1986 general election of
the First District incumbent Congressman Fernand St Germain
and the election of Republican John A. Holmes, Jr. To this
end, Respondents ﬁRCC and RNC, in particular, are expending

substantial funds, apparently in excess of $40,000 (forty

thousand dollars).
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These funds have been spent in a coordinated effort
though mass media and mailings to promote the candidacy of
Mr. Holmes and to undermine the candidacy of Congressman
St Germain. The components of this coordinated program are as
follows:

l. PFifteen thousand dollars ($15,000) in television
advertisements prepared and paid for by NRCC, and broadcast
within and directed to the First District, which assail the
personal finances and conduct in office of Congressman
St Germain. (Exhibit A.)

2% Ten thousand dollars ($10,000) in "companion”
mailings on the same political theme, also directed to the
Congressman's constituents, which are paid for by NRCC but
which bear only the name of a sham organization, "Rhode Island
Citizens for Accountability in Government.® (Exhibits B and
C.)

3. At least fifteen thousand dollars ($15,000) in
polling by RNC to lay the foundation for the campaign for John
Holmes for nomination and election to the First District Rhode
Island seat now held by Congressman St Germain. (Exhibits D
and E.)

All of these activities have been financed in
coordination and cooperation with Mr. Holmes and his closest

political associates.




VIOLATIONS OF LAW

NRCC Evasion of §44la(d) Limits in Connection
With "Direct” Mailing Attacking the Record of
Mr. St Germaine

Commission Advisory Opinion 1985-14, Fed. Elec. Camp.
Fin. Guide (CCH) ¢ 5819 (May 30, 1985), is dispositive on this
issue. Direct mailings of this nature, even if framed without
an explicit “"electioneering” message, are subject in full to
the limits which apply to a party's support of its general
election candidates. See also 2 U.S.C. s44la(d).

NRCC apparently does not intend to comply with these
limits. In the news article marked Exhibit F, an NRCC "field
representative” is either unaware of or indifferent to the
Commission's holding in Advisory Opinion 1985-14. This NRCC
official contends that the apparent absence from the mailing
of both a formally declared Republican candidate and of an
explicit "electioneering” statement obviates the need for an
allocation to the limits. Advisory Opinion 1985-14
demonstrates that this is a false, likely a wilfully false,
reading of the law and of the Commission's position on the law.

B. NRCC Violation of "Disclaimer" Requirements

NRCC's mailing has been prepared without any

reference to a conceded fact: NRCC paid for this mailing in

full, including NRCC staff time in "polishing®” (Exhibit C) the
written text and handling the mechanical requirements for

mailing.




Apparently because NRCC intended to conceal its
involvement, perhaps as part of a strategy to avoid §44la(d)
limitation issues, NRCC did not add a "disclaimer” identifying
its sponsorship in accordance with 2 U.8.C. §4414. NRCC diaqd
add such a disclaimer to its television advertisements on this
same subject over the same period -- but such a disclaimer is
a condition precedent to acceptance for broadcast under the

Federal Communicationg Act. 47 U.S.C. §317. NRCC, however,

had reasons to disregard the similar FECA requirement as it
applied to its mailing.

As a result, NRCC's involvement in this mailing was
disclosed only to those of its recipients who came upon news
disclosure of that involvement. The mailing itself had the

name of the "Rhode Island Citizens®™ group -- and no reference

at all to Nrcc.l

Section 4414 was thereby wilfully and wholly violated.

Failure of John A. Holmes, Jr. to Register
as_a "Candidate" Under the FECA

News reports clearly demonstrate that all of the
activities described in this Complaint reflect a coordinated
and concerted effort by Respondents to promote the nomination

and election of John A. Holmes, Jr., to replace the incumbent

Py The organization surfaced the month before the mailing,
"with two founding members," and it apparently has only
those two members today. (Exhibit C.) No article or
other report suggests that this “organizaton" was meant
to do more than "monitoring St Germain and paving the way
for Republican challengers.” (Exhibit F.)




Democratic Member of Congress from the Pirst District of Rhode
Island. Because of the nature of these activities, including
their clear coordination with Mr. Holmes and his closest
associates, the expenditures associated with these activities
have exceeded the threshold requirements for the formal
registration of Mr. Holmes' candidacy under the FECA. 2 U.S.C.
§431(2). Conversely, none of these actions, taken alone or in
context, can properly be qualified as expenditures for
"testing the waters" which would otherwise be available as a
basis for avoiding registration at this time.

l. The Mailing

The direct mailing funded by NRCC, and described
fully elsewhere in this Complaint, constitutes an allocable
expenditure subject to the limitations which apply to NRCC's
spending on behalf of its First District general election
candidate under §44la(d). See p. 3 of this Complaint.
Moreover, the making of this expenditure was coordinated
closely with Mr. Holmes, through one of his close political
associates who participated in the establishment of NRCC's
“front® organization, Rhode Island Citizens for Accountability

in Government. Specifically, news reports (Exhibits C and E)

indicate the involvement in this scheme of Mr. Thomas J.

Cashill, described as a "close friend of Republican State
Chairman John A. Holmes, Jr., who is expected to be the GOP
FPirst District nominee."™ (Exhibit C.) A Commission

investigation pursuant to this Complaint will reveal, as these




news reports demonstrate, that Mr. Holmes was tuily involved
with and consented to the preparation and dissemination of
this mailing. As NRCC, the financier of this mailing, has
admitted that the mailing cost no less than $10,000, there is
no question that the monies expended for this purpose with
Mr. Holmes' consent exceeded the $5,000 threshold upon which
FECA candidacy is based.

There is, moreover, no basis under the law for
Mr. Holmes to allege that his activities constituted solely
“testing the waters.®"™ Under testing the water regulations,
only recently revised and reissued by the Commission, testing
the waters activities cannot be conducted through direct
political advertising clearly designed to promote the
candidacy of the individual involved in those activities.
11 C.F.R. §100.7(b) (1) (ii) (testing the waters exemption "does
not apply to funds received for activities indicating that an
individual has decided to become a candidate for a particular

office or for activities relevant to conducting a campaign.")

See also FEC Advisory Opinion 1982-32, Fed. Elec. Camp. Fin.

Guide (CCH) § 5620 (October 2, 1981).

In Advisory Opinion 1985-14, the Commission held
specifically that public political advertising of the nature
described here -- a direct mailing -- would be treated as a
statutory “expenditure” by a party committee subject to

§44la(d). While NRCC was not required to coordinate this
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expenditure with any potcatihl candtduto-ot candidates, it dia
so. Mr. Holmes' involvement with this expenditure, his
consent to this expenditure, required him to abandon the
pretense of testing tho'ugtorl and to register as a candidate
under the FECA with full disclosure obligations under the
law. In failing to do so, Mr. Holmes violated the FECA.

2. The Poll

News reports also reflect the RNC's payment for a
$15,000 (fifteen thousand dollar) poll designed to lay the
foundation for Mr. Holmes' candidacy. (Exhibits D and E.)
While these reports also incorporate statements by Mr. Holmes
suggesting that this poll will only aid him in making a
decision on candidacy, the circumstances indicate otherwise.

As stated, all of the activities described in this
Complaint must be taken together, as one concerted and
coordinated program to promote Mr. Holmes' candidacy prior to
formal declaration -- and undermine the candidacy of his
expected opponent, incumbent Congressman St Germain. These
activities include the television advertisements, the mailing
and the poll, all of which are critical elements to a full
fledged campaign for nomination and election to federal
office. Moreover, in all cases, funding for these purposes is
being supplied by the National Republican Party by two of its
affiliated committees, NRCC and RNC. The legal significance

of RNC's payment of the poll for Mr. Holmes cannot be divorced

from this context.




On these grounds, while the direct mailing alone
represents an expenditure of funds sufficient to trigger
Mr. Holmes' candidacy, the cost of this poll ($15,000) must be
included within the total which is legally determinative for
registration purpoues.z/

Iv. CONCLUSION

In 1984, DCCC brought to the Commission's attention
the purposeful efforts of the NRCC to evade the limitations
set by law on its expenditures to support Republican
candidates in House campaigns. The Commission declined to
address the matter before the election. In desperation, with
Election Day only days away, DCCC sought relief from the
federal courts, again to no avail: the Court would not force
the agency's hand in these extraordinary "last-minute"
circumstances. And, when the Commission finally took up
DCCC's Complaint, the election had long passed, and the agency
would and could offer no relief.

Finally, thrugh the Advisory Opinion process

(Advisory Opinon 1985-14), DCCC managed to obtain some

2/ Furthermore, RNC's expenditure of these funds must in
context be treated as allocable to some limitation under
the statute which is binding on national party
organizations. RNC has the option of treating the cost
of this poll as allocable to the §44la(h) contribution
limitation ($17,500), reportable as a contribution
in-kind; or it may include this amount within the
overall "coordinated expenditure® limit available to the
national committee under §44la(d). Some limit does,
however, apply. See Section III. A. of this Complaint.




clarification of of the law, and particularly $44la(d), as it
applies to both the Democratic and Republican Parties, and no
less to NRCC and RNC. Even this enforcement effort appears to
have come to naught, as the national Republican Party is
currently ignoring it altogether.

DCCC requires action on its Complaint now, not six
months or one year from now. Any delay will render the party

financing limitations of the law a "dead-letter®” in 1986.

Respectfully submitted,

Counsel, Democratic Congressional
Campaign Committee

1328B

DISTRICT OF COLUMBIA

Subscribed and sworn to before me this 20th day of
December 1985.

Notary Public

My comnission expires: \3/3// P;
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I\ FOR ACCOUNTABIfRTY
¥~ IN GOVERNMENT

Dear Taxpayer:

You may have heard that our Congressman, Fernand St Germain, has been accused |
of some very serious charges.

According to the Wall Street Journal, Tbe Providence Journal Bulletin, and other
respected newspapers, Congressman St Germain has amassed a multimillion dollar
personal fortune by using his public position to help wealthy investors.

It’s time to clear the air.

That's why Rhode Island Citizens for Accountability in Government are asking
Congressman St Germain to disclose in detail his financial records and make available to
the public his tax returns.

Unfortunately, St Germain has refused. And that’s bad because the people of Rhode
Island have a right to know if our Congressman is telling the truth.

We also

In past vears, public officials of both political parties have given the public a2 complete
financial accounun%u of themselves. . B

Some who come quickly to mind are Richard Israel when running for Attorney
General, John Hawkins for U.S. Senate, Joseph Garrahy for Governor, Vincent Ciandi, Jr.
for Mayor of Providence, and incumbent Mayor, Joseph Paolino, Jr.

If they found this course suitable, why not Congressman St Germain?

Just at 2 time Rhode Island citizens are demanding our leaders be honest and above
reproach, we cannot afford to have this dark cloud hanging over our heads.

There's onlv one solution: Congressman St Germain must come clean by fully
disclosing his taxes and finances. To do otherwise would bring an end to our efforts to rid

our government of corruption and those who seek personal gain.

That's why we—Rhode Island Citizens for Accountability in Government—urge you
and other members of your household to sign the attached petition and mail it to us
immediately.

The petition asks the U.S. House of Representatives’ Ethics Committee to officially
investigate these serious charges and further demands that St Germain publicly disclose his
taxes and finances.

The people of Rhode Island deserve to know the truth. The time for answers is now'.

Sincerely,
Sandz Wwensiow
Sandra Winslow, Chairperson

P.S. Please sign the petition and mail immediately.
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EXHIBIT B
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_ / The members of Rhode Island -

= .- Citizens for Accountability in
"" — “’— .
,_..—_.,..:‘--"" =] Government—a non-partisan group—want
‘g’ = \to know the truth about the financial

charges made against Congressman
St Germain. -

-?f:-:::_.- Only you, Congressman, can set the
record straight.

BUSINESS REPLY MAIL

First Class Permit No. 1408 Providence, R.l. 02908
R

RHODE ISLAND CITIZENS FOR

ACCOUNTABILITY IN GOVERNMENT

PO. BOX 28672

PROVIDENCE, RHODE ISLAND 02908-9990




. \ FOR ACCOUNTABMRTY
IN GOVERNMENT

Dear Taxpaver:

You may have heard that our Congressman, Fernand St Germain, has been accused
of some very serious charges.

According to the Wall Street Journal, The Providence Journal Bulletin, and other
respected newspapers, Congressman St Germain has amassed 3 multimillion dollar

personal fortune by using his public position to help wealthy investors.
It’s time to clear the air. ]

That’s why Rhode Island Citizens for Accountability in Government are asking
Congressman St Germain to disclose in detail his financial records and make available to
thepubljchist?xretums.

Unfortunately, St Germain has refused. And that's bad because the people of Rhode
Island have a right to know’ if our Congressman is telling the truth.

In past years, public officials of both polmal parties have given the public a complete
financial accounting of themselves.

Some who come quickly to mind are Richard Israel when running for Attorney
General, John Hawkins for U.S. Senate, Joseph Garrahy for Governor, Vincent Ciandi, Jr.
for Mayor of Providence, and incumbent Mayor, Joseph Paolino, Jr.

If they found this course suitable, why not Congressman St Germain?

Just at 2 time Rhode Island citizens are demanding our leaders be honest and above
reproach, we cannot afford to have this dark cloud hanging over our heads.

There's onlv one solution: Congressman St Germain must come clean by fully

disclosing his taxes and finances. To do otherwise would bring an end to our efforts to rid
our government of corruption and those who seek personal gain.

That's why we—Rhode Island Citizens for Accountability in Government—urge you
and other members of your household to sign the attached petition and mail it to us
immediately.

The petition asks the
investigate these seriov
taxes and finances.

The peoplr
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EXHIBIT D
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TV ad takes aim at St Germain

PROVIDENCE (UPI) — The National R and asks the congressman to “‘tell the truth.”
Committee has started playing WLNE, Cbannel 6, has refused lo broadcast the

with veteran Rep. Fernand St Germain. - spots.
The committee has produced a 38-second television . St Germain issued a statement Monday condemning

commercial the First District Democrat the commercial.
disclose his Income tax returns. St Germain has been “w'lhaveadhelmeolhowthhadwnpnpared
the target of a growing controversy over his financial  and paid for,” St Germain sald. “Where did the money
beckground and how be accumulated some of his really come from? Fat cat bankers? Fateatcorpora- | 2 W PORT NEWS
tions? Fat cat Republicans?”
St Germaln has been under fire since the Wall Street a/,o/F
Journal reported that he became a millionaire by in- gt/
vesting with firms and individuals that benefited from
bis actions as chairman of the influential House Bank-

Committee.

In addition, St Germain, who has held the First
District seat for 24 years, has admitted that he may
bave to make a substantial settiement with the Inter-
nal Revenue Service because the government has
dhallondmeotmunhelmhvuunenu.

: Republlcans offer TV commercial
seeking St Germain tax returns

PROVIDENCE (AP) — Re- be became rich with the 'mmm
of A
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EXHIBIT B

ieil us the fruth, Gongreserrzn ¢

The members of Rhode Island -
Citizens for Accountability in
Government—a non-partisan group—want
to know the truth about the financial
charges made against Congressman
St Germain.

Only you, Congressman, can set the
record straight.

No Postage
Necessary
If Mailed

in The
United States

BUSINESS REPLY MAIL
First Class Permit No. 140B Providence, R.l. 02908

Postage will be pad by Addresses

RHODE ISLAND CITIZENS FOR
ACCOUNTABILITY IN GOVERNMENT

PO. BOX 28672

PROVIDENCE, RHODE ISLAND 02908-9990




RHODE ISLAND QITIZENS
FOR ACCOUNTABILITY
IN GOVERNMENT

Dear Taxpaver:

You may have heard that our Congressman, Fernand St Germain, has been accused
of some very serious charges.

According to the Wall Street Journal, Tbe Providence Journal Bulletin, and other
respected newspapers, Congressman St Germain has amassed a multimillion dollar
personal fortune by using his public position to help wealthy investors.

It's time to clear the air.

That’s why Rhode Island Citizens for Accountability in Government are asking
Congressman St Germain to disclose in detail his financial records and make available to
the public his tax returns.

Unfortunately, St Germain has refused. And that's bad because the people of Rhode
Island have a right to know if our Congressman is telling the truth.

We also have a riggt to know if St Germain is trving to hide something.

In past vears, public officials of both polmcal parties have given the public a complete
financial accounting of themselves.

Some who come quickly to mind are Richard Isracl when running for Attorney
General, John Hawkins for U.S. Senate, Joseph Garrahy for Governor, Vincent Cianci, Jr.
for Mayor of Providence, and incumbent Mayor, Joseph Paolino, Jr.

If they found this course suitable, why not Congressman St Germain?

Just at a time Rhode Island citizens are demanding our leaders be honest and above
reproach, we cannot afford to have this dark cloud hanging over our heads.

There's onlv one solution: Congressman St Germain must come clean by fully
disclosing his taxes and finances. To do otherwise would bring an end to our efforts to rid
our government of corruption and those who seck personal gain.

That's why we—Rhode Island Citizens for Accountability in Government—urge you
and other members of your household to sign the attached petition and mail it to us
immediately.

The petition asks the U.S. House of Representatives’ Ethics Committee to officially
investigate these serious charges and further demands that St Germain publicly disclose his
taxes and finances.

The people of Rhode Island deserve to know the truth. The time for answers is now.

Sincerely,

Sandzz Wansicuw
Sandra Winslow, Chairperson

P.S. Please sign the petition and mail immediatelyv.
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GOP Commissions Poll to Leorn
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December 23, 1985

Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463

Gentlemen:

On Friday, December 20, 1985, this office filed a
Complaint on behalf of the Democratic Congressional Campaign
Committee, against the National Republican Congressional
Committee, John A. Holmes, Jr., and others.

Please be advised that for communications purposes, the
name and telephone number of the Complainant's counsel is:

Robert F. Bauer, Esq.
Perkins Coie

1110 Vermont Avenue, N.W.
Suite 1200

Washington, D.C. 20005

(202) 887-9030.

Thank you for your attention to this matter.

Very truly yours,

RFB/1ff

TeLex: 44-0277 Pcso Ui © Facsimite (Ge 1,11, m): (202) 223-2088
OTHER OFFICES: ANCHORAGE, ALASKA ® BELLEVUE, WASHINGTON ® PORTLAND, OREGON ® SEATTLE, WASHINGTON
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Statement of Reasons Page 16
MUR 2116

political expression to asure [the] unfettered interchange of ideas."
Buckley v. Valeo, 424, U.S. 1, 14 (1986). Political parties engage in

precisely this type of political expression and, in fact, exist for this
very political purpose. Not only do the parties promote candidates,
but they also debate the positions and qualifications of officeholders,
sponsor policy discussions, engage in party-building activity, and release
issue-oriented mailings to the public on topics of government and
governance. Speaking on all these issues is fundamental to the party
system.

The Supreme Court has stated that the Commission cannot
constitutionally regulate the discussion of all public issues even if the
discussion "draws in candidates and their positions, their voting records
and other official conduct." Buckley at 42 n.50 (emphasis added).

Although the discussion of issues "naturally and inexorably...exert(s)
some influence on voting at elections" the Commission may only regulate
those communication which, at a minimum, contain an electioneering
message urging the public to vote for a particular candidate or party.
Id. Limiting a party's issue-oriented speech conflicts with the decisional
law that clearly divides the regulated advocacy of campaigns and elections
from the free discussion of issues, officeholders, their conduct and
their votes. Buckley at 42-45; Central Long Island Tax Reform
Immediately Committee v. FEC, ("CLITRIM") 616 F.2d 45, 53 (2nd.
Cir. 1980).

The Commission requires a clearly identified candidate and
an electioneering message to avoid allocating a party's issue-oriented
speech as a coordinated expenditure. Based on Commission precedent,
we reviewed the text of this mailer and found no electioneering message
in this case. The mailing merely discussed the ethics of an officeholder
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Statement of Reasons Page 17
MUR 2116

which is the right of any citizen, political party or lobbying group.
This mailing clearly does not "urge" any election-related action. In
fact, it explicitly directs readers away from the election process by
saying the "only" actions are signing the enclosed petition and demanding
the disclosure of St Germain's tax returns.

The General Counsel's recommendation to allocate this
expenditure ignored the wording of the mailer, misread Commission
precedent and relied on irrelevant facts and imputed motivations. This
is not "in fidelity" to the established objective approach in finding
electioneering messages. Accordingly, Commission precedent has not
been "slighted" by our votes in this case but has, in fact, been "kept
in order."

Thomas J. Josefiak
Commissioner Commissioner

April 5, 1988

Attachments
I. Text of NRCC Mailer
II. Relevant portions of AO 1985-14
III. Various newspaper articles and
editorials




(v o]
T
{ - o]
T
D
~

o

R 30N 4

Statement of Reasons
MUR 2116
Attachment I

Text of NRCC Mailer:
RHODE ISLAND CITIZENS FOR ACCOUNTABILITY IN GOVERNME!{T

Dear Taxpayer:

You may have heard that our Congressman, Fernand St Germain, has
been accused of some very serious charges.

According to the Wall Street Journal, The Providence Journal Bulletin,
and other respected newspapers, Congressman St Germain has amassed a
multimillior. dollar personal fortune by using his public position to help
wealthy investors.

It's time to clear the air.

That's why Rhode Island Citizens for Accountability in Government are
asking Congressman St Germain to disclose in detail his financial records
and make available to the public his tax returns.

Unfortunately, St Germain has refused. And that's bad because .the
people of Rhode Island have a right to know if our Congressman is telling
the truth.

We also have a right to know if St Germain is trying to hide something.

In past years, public officials of both political parties have given the
public a complete financial accounting of themselves.

Some who come quickly to mind are Richard Israel when running for
Attorney General, John Hawkins for U.S. Senate, Joseph Garrahy for
Governor, Vincent Cianci, Jr. for Mayor of Providence, and incumbent Mayor
Joseph Paolino, Jr.

If they found this course suitable, why not Congressman St Germain?

Just at a time Rhode Island citizens are demanging our leaders be
honest and above reproach, we cannot afford to have this dark cloud hanging
over our heads.

There's only one solution: Congressman St Germain must come clean by
fully disclosing his taxes and finances. To do otherwise would bring an
end to our efforts to rid our government of corruption and those who seek
personal gain.
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Statement of Reasons
MUR 2116
Attachment I (continued)

That's why we--Rhode Island Citizens for Accountability in
Government--urge you and other members of your household to sign the
attached petition and mail it to us immediately.

The petition asks the U.S. House of Representatives' Ethics Committee
to officially investigate these serious charges and furhter demands that St
Germain publicly disclose his taxes and finances.

The people of Rhode Island deserve to know the truth. The time for
answers is now.

Sincerely,
Sandra Winslow
Chairperson

P.S. Please sign the petition and mail immediately.

To: Honorable Julian Dixon, Chairman

I (we), the undersigned, urge the Ethics Committee of the House of
Representatives to conduct an official investigation into the accusations against
Congressman St Germain and further ask that Mr. St Germain's tax and
finance records be fully disclosed. Thank you. ;
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Relevant Portions of AO 1985-14

DCCC is registered with the Commission as a party-related, multi-
candidate political committee....You state that DCCC plans to initiate a program
involving criticism of the records of individual Republican members of the
House of Representatives and of the activities of Republican Members of
Congress as a class.

You add that DCCC's program will have "the clear purpose of influencing
voter perceptions of these candidates with a view toward weakening their
positions as candidates for re-election in 1986."...These communications will
include television and radio broadcasts, newspaper and other print
advertising, and direct mail brochures....

"Pliers and Toilet Seats"
(Script for Radio/TV Ad)

Background: Loud laughter and applause
Voice No. 1: What's going on? What's so funny?

Voice No. 2: (laughing intermittently): Oh, that's the President getting
a good laugh from the crowd in Washington, the Republicans in Congress.
He says we should take care of the farm crisis by keeping the grain (begins
to burst into uncontrolled laughter)--and exporting the farmers!!!

Voice No. 1: (with anger): That's not funny at all; this farm crisis
is real and endangering the very existence of family farms. People are
really suffering.

Voice No. 1: Who cares? The Republicans sure don't. So just join
the crowd and have a good laugh.

Announcer: But it is not a laughing matter. The President and his
Republican supporters in Congress are enjoying this joke at the expense of
the American farmer--but the last laugh is on you and on your children.
And while the Republicans are breaking every election-year promise they
ever made to the American farmer, they just look on and smile when multi-
billion dollar defense contractors charge you--the taxpayer--$ for a
pair of pliers and § for a toilet seat. That's the real joke.

(Pause)
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MUR 2116
Attachment II (continued)

Announcer: Let your Republican Congressman know that you don't
think this is funny.

(Or, in some ads: Let the Republicans in Congress know what you
think about their sense of humor.)

[In some scripts, the text closes with "Vote Democratic"]
"Crumbling Foundation"
(Script for Radio/TV Ad)
Sound: A crumbling, cracking sound of something "giving away."
Announcer (with sound in background): You read the newspaper
nowadays and what do you find: stories about collapsing banks, people in a
panic over the loss of their savings, federal and state government coming
up with rescue plans and bailouts.

(Sound in background get louder)

Announcer: It all sounds too familiar, like 1932, but it's not then.
It's now. And it's real.

(Sound in background increases in volume)

Announcer: The President and his Republican allies in Congress are all
smiles, they tell us not to worry. But under their leadership, the budget
deficit grows to monstrous proportions, Wall Street is nervous, the dollar
begins to show signs of weakness.

(Sound comes to fore, very loud and then replaced by a moment of silence)

Announcer: We've seen all this before: let's make sure it doesn't happen
again. Let your Republican Congressman (or in some ads, the Republicans
in Congress) know that their irresponsible management of the nation's economy
must end--before it's too late.

[In some scripts, test closes with "Vote Democratic"]
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Attachment II (continued)

(Text of) SAMPLER MAILER
Wave of the Future?
The wave of the future could be an oil spill if Cong. X has his way!
List of X's contributions from oil industry
Don't be fooled by Republican rhetoric. Save our coastal environment.
Let Congressman X know how you feel.

[In some scripts, the text closes with "Vote-Democratic". ]

Both the "Pliers and Toilet Seats" and the "Crumbling Foundation" scripts
offer two alternative taglines: one referring to "your Republican Congressman"
and one referring to "the Republicans in Congress." You further state that
some scripts will also close with a "Vote Democratic" statement. The Commission
concludes that DCCC's expenditures for its proposed radio and television
advertisements (with scripts as set forth in this opinion) that use the tagline,
" the Republicans in Congress," either with or without the "Vote Democratic"
statement (or other electioneering message), will not be subject to the Act's
limitations. In addition, the Commission concludes that DCCC's expenditures
for its proposed advertisements that use the tagline, "your Republican
Congressman," without the "Vote Democratic" statement, will also not be subject
to the Act's limitations. Instead DCCC may report these expenditures as
operating expenditures. See 11 CFR 104.3(b). These conclusions also apply
where the advertisements are directed to only selected congressional districts.

With respect to DCCC expenditures for the proposed radio and television
advertisements that use the tagline, "your Republican Congressman," together
with the "Vote Democratic" statement, the Commission considered alternative
responses but on a tie vote was unable to agree whether such expenditures
would or would not be subject to the Act's limitations and attributable pursuant
to 11 CFR 106.1. See 11 CFR 112.4(a).

With regard to DCCC's proposed sample mailer, the Commission assumes
that its references to "Cong. X" indicate that a specific congressman will be
identified by name. The Commission also assumes that the mailer"s dissemi-
nation may include part of all of the district represented by the identified
congressman. The Commission concludes that DCCC's expenditures for
producing and disseminating the mailer either with or without the "Vote
Democratic" statement will be subject to the Act's limitations and attributable
pursuant to 11 CFR 106.1.
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Making a Fortune
* - a Private Investor,
House Banking Chief
Has Grown Very Rich
Rep. St Germain Has Had

Lots of Help From Those
He Har Aided Officially

The SummeI.i_fe in Newport

By Baooxs Jacxsown

And Tin Carmincron

Sta/f Reporiers of Tug Wais STREET JOURNAL
*“I'm Aere (0 represent Mr. and Mrs.
Consumer. Lke my motker and dad.*'-
Repe Fernand St Germain, 1n an inter-

view.

INGTON = While Raleigh

G ‘s Flonda savings and loan asso-
m seeking federal permission to
um. Rep. Fernand St Ger-

mam's top was repeatedly phomin
regiltors 10 checit on the progress of u:
application. When the sale was approved,
the ngressman bought more than $15.000

€ newly issued stock.

ch 1s the pnivate financial life of Rep.

St Cermain (he doesn't use the conven-
tional period 1n his
last e, who 1S
chairman of the
Houd¥Banking Com-
mittee and self-pro-
sluffiad champion of
consumers and com-
mongyfolk ltke Mis

r T2
Fos
NG é}
working-class par- &

i B
entse~ Ever 30 '_ }/\
quietly. dunnghis 24 \\ {
years in e House. a
‘he Rhode Island .
Democrat has be ' 2y /
ome a millionaire, Cerman
An examunation of Eefmana 3t
11 private investments shows that, in ae-
uinng s fortune. the congressman has
1ad lots of investment help {rom people
ind 1nstitutions Lat have benefited {rom
us official acuons.

As House danking chairman, the 57-

P

rearold Mr. St Germain s
Zongress's mast powerful lawmakers. He
resides with unusually strong authonty
ver a committee that routinely handles
nuitibilhon-dollar matters that shape the
wuten’s (ast-chaning financial system. He
Lls0 1S & (orce 10 be reckoned with at fed-
L "bannnt agencies. And as his power
.rown, 0 has hig weaith (The Inter-
'a: Revenue Service s investigating what

tterms "abusive  tax sheiters into which
he congrrssman put $:20.000 of Mis v acy
or $405¢30 .8 promosed tix 1ee L ons. |
e slory an tage U,

Close to the Vest

Mr. St Germain Insists he has steered
clear of ethical problems ‘[ have invesied
in diverse areas along with (nends and
business associates. ' he says. At all
tmes. | have been scrupulous (o avoud con-
flicts.” The congressman-who once
boasted that his cards aren't close o s
vest. “'they re unprinted on my chest’ -
won't discuss many detaiis of his personal
holdings.

The analysis of his f{inances has been
pieced together from his sometimes-incom-
piete financiai-disclosure forms, {rom in-
terviews. and {rom public records on file
at the Secunties and Exchange Commus:
sion 1IN Washington and 1n more than a
dozen state and county offices in Rhode Is:
land, Flonda. Texas. New York and Mary:
land. It includes these (indings:

-Mr. Greene. the founder and char-
man of Flonda Federa! Savings & Loan in
St. Petersburg. Fla., arranged for Mr. St
Germain to be included in several poten-
tially lucrauve real-estate investments In
Flonda. Meanwhile. Mr. St Germain's
chief of staff ~ontacted the federal Home
Loan Bank Board on matters concerning
Flonda Federal.

Mr. Greene says he never asked Mr. St
Germain to intervene on his behait at fed-
eral agencies. He confirms that he invited
the congressman into three land-ownership
deals. which weren't offered to the pubdlic.
“It's like anything else.”" Mr. Greene says,
“You sit down with your buddies and say.
‘Do you want n?' And you either say yea
or nay.”

~The foundation of Mr. St Germain's
wealth, five Internauonal House of Pan-
cakes restaurants, was bought with $1.3
million 1In mortgages (rom Rhode island
lending wstitutions that put up nearly 100%
of the purchase price and assumed most ot
the nsk. One lender then publicly praised
Mr. St Germain's legisiative help.

-Rep. St Germain s stilf reaping
profits {rom earlier. publicized real-estate
investments arranged by a Rhode Island
developer. Roland Ferland. who himsei!
profited (rom federally subsidized housing
developments that the congressman helped
obtain for the state.

Blue-Collar Constituents

The congressman still seeks 10 appeal
to blue-collar constituents in his industnal
hometown of Woonsocket. At a heanng last
year. for example, he pounced on 3 witness
who argued that a certain proposal was (a-
vored by a banker in Newport, part of Mr.
St Cermaun's distnct. ' Newport! ' he sput-
tered. "“That's where the millionaires have
their mansions."”

But Mr. St Germain has becoine 3 New-
port millionaire hunseif, goifing there dur-
ing the summer at country clubs, staying
there at his recently acquired $200,000 con-
dominium near the waterfront and drop-
ping 1n at celedrity tenmis matches and an
Amerrca's Cup yacht chnstemng. New-
port's Republican Mayor Patnck Kirby
marvels at the social blossoming of “‘the
new Freddy.”

In winter. the congressman has jetled

I
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Page 1
for which 10BOYINg ard -+3-s "l.. 5
picked up the 1ab. 0 such s.m, - gise s,
Puerto Rico. Boca Rator 73 32 = -
H!_Id. S C. He spends sever3. asoqsns )
fear at Mg $138.900 congzm - L~ -
wry high nse duilding :n St Perersz. -z

3.

His holdings last year =c a1 cagy
pants valued 3181 I milce gmg g acerre -
Qf stocks. reaj es: e cariceez- =g 3-<
money-market MutLaii.="5 "3t e .3 -
Q detween $325.017 and 39, @ =e -a
cently bought iwo mare Florci s, < - -
.W as rental properties. a Se3zs - - -
near Punta Gorda for $:30 277 3= 3 z-°
Yyesort property in Titusviie ‘or $4° .00

Mr. St Germain aien* r-e- - -
.wealth; his {ather was 3 ‘cre~;3» - ; 2 .

‘plant. A iawyer, he dign: ~ir- - -
make Nis fortune :n the 5m.3:e jer- |-
1984, after Nhis congress.inai fav wc:
v3ised 0 £30.000 a year ‘am 12 11 -

a newspaper interviewer :na: Te~
ders of Congress wouid tever get =:i2n o
dffice. “Whatever you make ,ou *® g=.r 2
to spend.” he said then

Sut as he chimbed ‘he se~ <, azze-
Jo become Banking Comiitee :h3irmaz-
(n 1981, Nig resuiing pcwer over e -z
167" BIRking. nsurance. brokerage ar:
construction industries exzandes. and ::

d1¢ s wealth. An esumate of Nhis ne:
grorth at the end of last year 1s between ST
sillion and $2.6 mullon. not countng i
Dome In Woonsocket and a conaz~.m .~
residence 1n Washington, D.C.

Most recently. he has plunged 1120 F'or
Jda real-estate investments with e ne:?
Mr. Greene. Starting in December .+
Mr. St Germain, Mr. Greene ang o:"e"5
bought unimproved land around A.2°" ..
Fla.. near Gainesville, with the idea ¢ :.:
dividing it for sale as home sites. Ne:t:-
Mman's name appears on deed or Mc= 2232
records. however. because 'he p.r:=:.>
wag made 'hrough a irust. as perT et <
Flornida !aw [nhisannudi financia, 210 0
sures. Mr St Germain .3..es nis - oo
ment i1 1he Alach.a de1. 3l Tatases
001 and $50.200 Mr Greere 2 = -~
e IS 4 COINVesdr Wit e
man.

AboOutl 983 or defore—\- 51 Zoe— -
has omitied the purchase 23i:e =2~ = ; .
hancial disclosures—the congressT.i= I
quired an interest. which e viies 1!~
tween $3.001 and $15.900. na Tamzs F 2
parking ot that is aisd JwTed 1FtI.It
trust. Mr. Greene says "¢ scme /-5 .
partners and Mr St Germawr zretz -
tors.

In j982, Messrs ureene 330 3% Ge”
juined with others 10 by ithnoguealisss
snonymous trust, 160 acres 3! far~ 3
ine path of development adcut ©.2 T ¢
north of Tampa Intermational A ~:.~
Land records show the trusiee paid ...
$1.7 mullion. The congressmans 3
sures say he paid detween $15.00! 1r2 ©°7 -
000 for Mis interest. and $ays 't 3.7l
stoduced income of between §3.00: 1= ¢ -
000. Mr Greene says he exnetis t- L7
‘ransaclions '0 De prafiite  To
sooming sam 3f he w4t TR ol
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The tortynes of Mr. Greene s savings
4330C;ation depend in large part on ‘egsia:
uon that passes through Mr. St Germain s
tommitiee. Furthermore, the congress:
man s chie! of staft at the commuttee. Pau!
Ne!son. has repeatedly contacied federal
r° ‘itors concerning Floruda Federal's
e .ations
*In i983. when Flonda Federal was ap
¢\yIng 0 convert itsell from a depasitor-
owned mutual association (0 8 Sock €orpo-
ration. Mr Neison called top board offi-
‘1al$ several imes asking about the con-
/ersion plan. Through a press spokesman.
Mr. Ne!son denies any intent to bnng pres-
sure on Lhe agency. saywng “‘those were
SImply calls about the c1vrue <=2 az more

than that."”

Some bdoard officials saw these calls as
a4 none-too-subtle prodding. however.
" When the chairman of the House Banking
Committee makes the inquiry and is inter-
ested. you know he s not interested in hav-
Ing the thing turned down,"’ says a former
senior 3ttorney at the agency.

That wasn't the first such coniact. A
bank-board official. now retired. recalls
that he became ‘absolutely livid* when a
St Cermain aide called mm to somplain
that Mr Greene s son. Raleigh Greene [I].
wiF® was then Flornda Federal's outside
counscl. had been treated rudely by the
byox board staff. Actually. the official
says. "We treated him with complete cour-
t but we didnt give hum what he
wdfited.

~More recently. aceording to an attorney
sulf employed at the agency. Mr. St Ger-
main was “‘creating heat'' on the agency's
$ 7 ast summer to compiete a review of
al. .pplication by Flonda Federal to ac-
qftre First Mutual Savings & Loan Associ-
aton of Pensacola. Fla. The bank board
wainsisting on severa! conditions, and the
S&L eventuallv dropoed the merver olan.
Banking Commitiee chairman's re-

lationship with Mr. Greene was well-known
around the bank board. a former board
member says. I knew that Raleigh and
* Freddy were gond 'mends.”" he says. “If |
wiifted to lobby Freddy. | would talk to
Rale:gh

dBut this same ‘ormer board member
expresses astonishment when toid 'hat :he
%0 men were business pariners and that
tre corgressman had bought stock in Flor-
1da Federal shortly after the board cleared
its sale. Mr. St Germain bought Between
$15.001 and $50.000 of the stock in md-1983, ,
but he omitted disclosure of the stock pur-
chase when he filed his next annual finan-
cial return 1n May 1984 Last year, after
being questioned dy this newspaper about
omissions on Mhis disclosure form. the
chairman filed an amended report that
showed for the first time that helhe!d com-
mon stock in the S&L.

{Federal law makes 1t a civil violation.
punishable by a fine of up to $5.000. for a
congressman to ‘knowingly and willfully"
{ail to report required information. In sen-
o~ "ases, it can be a felony punishable by
L five years in jail and a $10.000 {ine
{e: « CONgTessman 10 make “‘false or {rau-
dulent statements’” on his disclosure
forms. |

Mr Greene says he didn'! discuss the
$TOCK surthace wilh he songTessTan or
dsa 1T 0 .nlercede with regu.aiors. Mr.
St Germain deciined ~equests to he 'ater.

ATTACHMENT III

Soon after this newspaper bega
the congressman s press spokesm
the Flonda Federal connection.
Germain sold the stock. He disclosed the
sale in an unusua! footnote to his latest dis
closure report. '“The acquisition was in-
tended to be temporary.”” he said. "My en-
tire interest 1n the ‘savings! association
was soid on May 22. 1983, That was
nearly two years after he bought :he stock.
and he probably lost money if he bought
the shares at the initial offering price of
$20 a share. It closed at $18.75 :he day he
says he sold it. :

8y the tume he became Mr Greene's
business associate. Rep. St Germain was
already comfortably fixed. thanks largely
10 an investment made (n (972, after he be-
came chairman of the Subcommittee on
Bank Supervision. Using money borrowed
from Rhode [stand iending institut;ons. 1n-:
cluging federaily regulated banks. he
quietly purchased five restaurant buildings
from {nternational Industries Inc. of Bev-
erly Hiils. Calif.. franchiser of the Interna-
tional House of Pancakes chain.

His ownership of the restaurants for
years was hidden from the pudlic. and he
disc'osed the bare outlines of it 1n 1978 only
when required dy Whe new Ethics 1n Cov-

ernment Act. That disclosure didn't tell the
whole story, but Common Cause. the sel(-
styled citizens’ group. said then that his
large bank loans posed a potential conflict
of interest. And his Republican congres-
sional opponent, John J. Slocum, charged:
“Here's 3 man who's been in Congress for
the past 18 years. living off a congressional
salary. maintaining two homes, traveling
back and forth between his offices. and
suddenly. lo and dehold. at year's end 1977
he's got all the assets he has.”

Rhode Island voters returned Mr. St
Germain to office handily. but what they
didn’t know is that he got the loans without
putting up much of a down payment. The
new ethics law didn't require such infor-
mation. and the congressman didn't volun-
teer it.

For example. deed and mor:gage rec-
ords show that the Rhode Island Hospital
Trust. a national dank based in Provi-
dence. !ent him $2.500 nore than the $239.
SO0 purchase pnce of a restaurant he
bought i1n the Bronx borough of New York
City. Similarly, records show that [ndus-
trial Nationa! Bank (now Fleet Nauona!
Bank) of Providence. lent him a net total
of $1.000 more than the combined purchase
prices of two restaurants he bought within
four days of each other, one in Providence
and the other i1n neardby Cranston. R.1.

Not long after, according (0 nhewspaper
accounts at the ume. Old Stone Savings
Bank. which held a mortgage loan of $236.-
550 on the congressman's restaurant In
Richardson. Texas. printed Mr. St Ger-
main’s picture in the pre-election issue of
its shareholders' newsletter in 1978 with a
story praising mm for legisiation. The
headline: “Old Stone wing congressional
support in opposing reserve dill-would
have reduced Oid Stone earnings.”

Mr. St Germain says he didn't do any
special favors for his lenders. He says his




no-money-down financing was justified de-
cause the mortgages were secured both by

the property and by leases executed by the

tenants. pving the lenders assurances of
adequate cash (low to cover the pay-
ments.

But lenders seem ! have assumed the
major risk. They lent the congressman a
total of §1.J million at a ume when his con-
gressional salary was $42.500. The mort-
gages didn’'t maxe Mr. St Germain person-
ally habtle for payments had any of the
restaurant operators failed.

Though the congressman's risk was
small. his profits have been substantial.
Tota! gross rents amounted to $165.000 in
1978, the orniy ume Mr. St Germain volun-
teered (he exact amount. They have al-
most certainly escaiated since because
they are based on a percentage of the ten-
anms’ sales. Meanwhije, inflation sent the
property values soaning. Last Dee. 31, the

congressman sold his Providence. R.l..-
restaurant for $470.000, a nearly $9% gain-

over the purchase pnce. Official tax as-
sessments of the remaining four restau-
rants indicate their values have risen at
roughly the same rate. Land records indi-
cate that Mr. St Germain probably cleared
about $400.000 on the sale of the Prowni-
dence restaurant.

The lending institutions that made all
this possible won't comment on the trans-
actions. “We don't discuss or grve out any
information about pnvale individuals,”
says a spokesman (or Fleet National Bank,
which made two of the mortgage loans.

Mr. St Germain insists the loans were
made ‘on market terms’ and adds, “All
the terms have heen met. The loans were
clearly good dusiness for the financial \n-
stitutions.”’

Mr. St Germain was introduced (o resl
eslate invesung as earty as 1971 by his
longume fniend, political fund-raiser and
fellow Woonsocket native Roland Feriand.
While the congreisman used his growing
political leverage on the dbanking comnmit-
tee and with federal agencies (0 help ob-
tain federally subsidized housing projects
for Rhode Isiand. Mr. Ferland became coe
of he state's biggest developers and opera-

s
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tors of those projects. In the early 1970s.
Mr. St Germain asked to be allowed t0 in-
vest In some of Mr. Ferland's unsubsidized
luxury-apartment developments. 1 saud.
‘! something comes along. | hope you !l
consider me.' " the congressman recalls.
Partnership records show he eventually
put up an imtial $12.500 to buy 3 157 inter-
est In two of Mr. Feriand's developments.
and 3 20% interest (n a third. The records
show he was the only investor outside the
Ferland family.

The Ferland transactions paid hand:
some returns. Mr. St Germain, (n hig latest
financlal disclosures, reports selling a part
interest in one Fer!and partnership for de-
tween $:00.000 and $£250.000 in 1980 and re-
ports receiing between $30.002 and $100.-
000 as a '‘cash distndution’’ from another
dunng 1963 and 1984. His recent disclo-
sures do not mention the third partnership,
aithough land records show it was selling
units as condomimiums dunng 1943.

Mr. Ferland, vhommmmdm.
St Germain's first com
paign, is a founder and behind- Mmu
power of the poiitical-action committee of
the National Association of Home Builders.
The PAC donated to Rep. St Germain's
lightly contested 1984 reelection campaign,
heiping to swell ms current campaign war
chest to $602.650, one of the biggest of any
House member. The congressman recently
announced he will seek reelection again
next year.

Mr. St Germain says he sees no ethical
probiem with his investments in the Fer-
land developments because the deveiop
ments he owns don t receive direct federal
subsidies.
says. “No special considerations.

[ndeed. the congressman mainta:ns that
he takes extra care (o avoid being influ-
enced by moneyed Interests. He says he no
longer accepts speaking fees for appearing
st financial-industry gatherings (though
the hosts still pay his expenses) .'"You can
be very Independent when you don't take
honorariums.* he says. I think that we
(in Congress! should be able to syrvive on
what we get.”

I've always paid my share, he !

’




¥oS
tn
o«
xr
o
[
c
<
Lo
Lo
o

IRS: Tax shelters used

The Wal Stremt journal .
Repristed with permission of the Wall Street Jeurnal.
Copyright 1988, Dow Jones & Qu. Al Rigits reserved.
WASHINGTON — While other Democrats preached
tax reform. Rep. F St Germain was iavesting in
some legally dubious shelters.
The House Banking Committee chairman cut his
federa) income taxes by putting moaney into shelters
~fenag wte-offs of More than $400.000 for a cash

investiieot of €1M 006G or legs The legality of th
gheiters — which were set up wowuy‘:‘o .'vynnc eo:l

la Kentucky — is currently being chailenged by the
Internal Revenue Service.

Mr. St Germain woan't disclose his returns. 0 it isn't
known what taxes he actually paid, if any. But from

Dec. 29. 1978, to March 31, 1982, he poured tens of

thousands of dollars {a% a series of limited partner-
ships that. according to coafideatial private placement
memorandums that the promoter circulated to poten-
tis! investors, promised quick tax deductions of De-
tween $3.01 and $3.60. for every $| paid in.

These tax shelters — Darnell Associates. Lighthouse
Hill Associstes. ARG-80 Associates and Trinity Associ-
ates — waere put together dy a securities firm in New
York. Partnership records oa file in various county
courthouses in New York stayg show that Rep. St
Germgin put up no more than $120,000 cash, and
m as little as $105.000 pius & $15,000, noa-

-bearing IOU. For this cash. or cash and paper,
the promoter's private-placemest memorandums
promised write-offs totaling $403.344 during the first
two years of each partnership.

If the coogressman was in the 350 percent tax
bracket in each of the five years in question, he wouid
have reduced his federal income taxes by a total of
$202.672. That would have left him $82.672 ahead on
the deal defore the first lump of cosl was soid.

As it happened, the pertmerships were far more
sccessful at mining the LS. Treasury than they were
ia muning cosi. The promotor. Swantoa Corp. of New
Yerk City, earlier this year filed for protections from
creditors uader Chapter 11 of the bankruptcy law.
Esritter. Swanton filed an exsensive disclosure ‘state-
ment at the Secyrities and Exchange Commission in
Washingtoa showng that its cogl-mining veatures had

P 3S q|/ai%s
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by St Germain ‘abusive’

been miserable failures. [n all, 48 p@nerybips promot-
ed by Swantoo from 1977 and 1984 mined only 1%, of
the coal they had originally projectad and repaud tbe
limited partnership only about two ceats of agch dollar
they put in. 4 :
The four tax shelters in which the congressman put
his mooey dida't fare any befter than the others.

Swanton's SEC filings. coupled with its coafidential

placement memorandums. show that the four partner-

ships i which be was included miaed only 1.6% of the
Yoot originally projected. One was disconunued and

three others were “delayed” by “adverse market
conditions,” accordiog to Swanton's disclosure state-
ment. The limjted partners were paid back an average
of ouly 0.6 cen: for every dollar they put in.

The IRS is currently contending that the partoer-
ships were just a means to milk the tax system, oot
bona fide business ventures. Swanton disciosed i a

blic filing that the [RS. after a year-long investigs-

told the company on April 1S that it believes
anton's coal partnerships violated Section 6700 of
tax code. That section fordids promotion of
“abusive” tax sheiters, defined as pirtnerships that
obtain tax Denefits by means of fraud or gross
ovirstatement of the value of property or services.

Swanton denies the allegation. "It is Swaatom's
position that it has not violated Section 6700 in axy
manner.” the company says in an SEC filing. But Rep.
St Germain could possidly face a demand from the IRS
for payment of back taxes and interest. Swanton ssys
the limited partnerships in 1ts coal programs are likety
to be audited because of the [RS’s contention that they
were abusive.

Mr. St Germain won't discuss these partaerships
except to say in a letter that they “were for a twofold
purpose. They provide what could be a tax shelter, asd
they were purchased dunng the period whea experts
felt that coal certainly was a good investment for a
return {a the future.” °

Yet the partoerships warned. in their confidentisl
placement memorandum. that the promoter had mioed
only "“minimal” amounts of coal in the past and was of-
fering tax write-offs based on legal positions that the
courts hadn't tested and with which the IRS “may sot:
agree.” . Tl 15

Page 4
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Mr. St Germain can help clear the air ;,,

overestimated. On this final point, at been the subject of repeated question.

Rep. Fernand J. St Germain's sub-
stantial accumulation of wealth dur-
ing 13 terms In Congress is in the
news again. A tantalizing political
topic locally for years, the matter
reached a national forum this week
with a Wall Street Journal article
(reprinted yesterday in these newsps-
pers) on the congressman’s growing
affluence in tandem with his ascen-
Ndancy in the U.S. House. Mr. St

Germain. chairman of the powerful
"“"House Banking Committee, reacted

y rejecting any link betweea that

tion and his personal fortune —
-and by complaining the latter was far

least, he can easly
speculation.

Mr. St Germain has announced for
resiection in 1988. All he aeeds o do
is what a number of other major
Rbhode Island political candidates
have doue in past years: pudblicize his
income-tax returns and aet-worth

end all

statements. Although such informa-
tion is properly coafidential for aver-
age citizens, its disclosure by public
office-seekers is hardly unwarranted.
This is particularly true in the case of
an officlal whose private income has

Even without having aroused this
kind of curiogity that has marked Mr.
St Germain's personal finances, var-
lous candidates of both political par-
ties have voluntarily given the public
a complete financial accounting of
themselves. Some who come quickly
to mind faclude Richard J. Israel
when running for attorney general.
John Hawkins for U.S. Senate, J.
Joseph Garrahy for governor and
Vincent A. Clanci Jr. for mayor of
Providence, as well as the incumbent
mayor, Joseph R. Paolino Jr. If they
found this course suitadlé, why not
Mr. St Germain?

So far, the First District congress-
man has restricted his disclosures to
those required by the federal Ethics
in Government Act. This post-Water-
gate law demands only that congress-
men report their finances within
broad categories; exact figures re-
main shrouded. If such imprecision
has contributed to what Mr. St Ger-
main claims are exaggerated esti-
mates of his holdings (pegged at
between $2 million and $2.6 million
by the Wall Street Journa/) then the
congressman ought to furnish his
income-tax return and net-worth
statement for a more accurate read-
ing. Other candidates have adopted
*his as a good practice. It would seem

specially appropriate for someone in

{r. St Germain's situation.
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' IMMEDIATE Forintoomano0:  ,qinia Sassaman

Friday, September 13, 1985
COMMON CAUSE CALLS FCR HOUSE ETHICS COMMITTEE

INVESTIGATIONS OF REPRESENTATIVES DANIEL AND ST GERMAIN

Common Cause today called on the House Ethics Committee to investigate
recent allegations about Representatives Dan Daniel (D=-VA) and Ferrand
St Germain (D-RI) to determine if House rules have been violated.

In separate letters to cosmittee Rembers, Common Cause raised the two
cases, noting the following:

-- on September 10, 1985 the Richmond News Leader reported that Caniel, a
senior member of the House Armed Services Co-iteu, travelled "on an ajircraft
of a defense contractor” and “has not reported the travel on financial
disclosure forms in recent years.” House rules prohibit the acceptance of gifts
of $100 or more from those having a direct interest in legislation before the
Congress and require disclosure of gifts of transportation from others.

When asked if he knew whether he had complied with the gift limitation,
Daniel told the Richmond News lLeader. "I really don't, and the truth of the
matter is, I don't care."

-= on September 11, 1985 the Wall Street Journal reported that Representa-
tive St Germain "has received lots of investment help from pecple and institu-
tions that have benefited from his official acticns” and listed a number of
allegations concerning St Germain's private investments and his position as
Chairman of the House Banking, Finance and Urban Affairs Committee.

The Cude of Bthics for Government Service instructs Members never to accept
"benefits under circumstances which might be construed by reasonable persons as
influencing the por!omncc of his governmental duties.”

Common Cause called for the Committee to investigate in both cases whether
Fouse rules haq been vidolated and to issue a public report of their findings.

Copies of the two letters and the respective newspaper articles which

raised the allegations are attached.
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G- CoOMMon cause

2030 M STREET. NW . WASHINGTON. D. C. 20008  (202) 833-1200

Archibald Cox Fred Werthaimar V] ey
Cheman M* ATTACHMENT III

September 13, 1985

The Honorable Julian C. Dixon

Committee on Standards of Official Conduct
HT-2 Capitol

Washington, D.C. 20515

Dear Chairman Dixon:

Allegations concerning Representative St Germain's private
investments and his position as Chairman of the House Banking,
Finance and Urban Affairs Committee appeared in the Wall Street
Journal on September 11, 1985. This press report incd:icated thac
Rep. St Germain "has had lots of investment help from people and
institutions that have benefited from his official actions.”

The Code of Ethics for Government Service (72 Stat. Part 2,
B 12, para. 5) instructs Members never to "discriminate unfairly
by the dispensing of special favors or privileges to anyone,” nor
to accept "benefits under circumstances which might be construed
by reasonable persons as influencing the performance of his
governmental duties."

The House Ethics Manual states that this provision would
look to the "relationship between the receipt of benefits from a
private source and the official duties or acts of a Member . . .
as to any appearances of possible improprieties, undue influ-
ences, or breaches of the public trust in violation of this
provision which, as noted by the House Committee on Standards of
Cfficial Conduct, works to 'prohibit conflicts of interest and
the use of official position for any personal benefit.'”

Common Cause believes it is essential for the Committee on
Standards of Official Conduct to initiate an investigation
concerning the allegations made about Rep. St Germain to deter-
mine if House rules have been violated and to report publicly on
its findings. -

Sincerely,

T e

Fred Wertheimer
President

-
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ep. Fernand ] “Frecdy” St Germain,
Rchlirmln of :~¢ House Bazhing C:m-

mittee, 18 =5t t5e fimt =e=her of Cen.
gress to enrich hiTaeil through conflicts uf
interent. It would be vain W hope that he would
Le the last. Hut if the House wants W he
«.mething more than @ nativnal laughing stuck,
it had betier get about punishing him in ways
that might deter athers fur at least a little
w hije

St Cermain's cunduct. an cxpused thin week
by the Wall Sireet Journal, calle at the ini-
mum for the House to reprimand or censure
him and dump him from his chairmanship in
the event that hia traditionally indulgent
Rhode Ihland cunstituents insiat on re-electing
him next year.

It would alsuo seern to warrant a federal
criminal investiget.on into his failure W report
his ownership of subistantisl stock in Flozids
Federal Navings and Loan when he filed hia
(inancial discloaure form fur 1934. When he
finally disclosed 1t this vear — after he bnew
the Juurnal's reporters were on his case -— he
offered the ingenious escuse thet ““the scquisi-
tion was intended to be temporary.” \What
aten h apeculations aren’t?

ST CERMAIN'S deep imvolvement with
Flonda Federnl and with its chief executive,
Ralench Creene. 18 all the mure questivuable
hecause of St Gerirain’s estensive legisiative
eftoria in behalf of the thnft industry. \WWhen St
Cermain appeared here for Flurida Federal's
Zanh anniversary celebration and office tower
groundhreaking in lenuary 1993, he hoasted
ikat his recently enacted deregulstion bill
would give cavings and loans the poarr tn
cv.npeteagainst hanks and brokersge firmsina
75l rarge of financial services. Was this he.
cavre he trily Believed in the bill? Or hecavce
his good buady, Greene, had been cutting him
nto theee gromising Florida land deals and
had helped him finarce a conduminium in
Bavfront ’i'm}er‘.‘

The Juurnal also disclosed that certain
Rhude Island hanks lent hitn nearly the full
rurchase price and assuimed most of the risk
when St Germain buight five panioke rectau-

t

Freddy and his vwricnas
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samta with 81 2 million in mortgages \We-e the
bo~ke o genercss becaree they Luez » == 9
Le.ate they feared h.s urath?

St Cermen’s had judgz=ent 8 rogciion-
ste L0 his power as & comdiitee cha.rman,
which is nearly absolute, and which ke “as L ed
with definite partelity oward the thrfig De.
toite eriticiam, he kept the chairmansk ¢ ~(tre
Financial Institaticns Subcommitiee a’e- at-
taining the full committee chairzarsks in
1981. It hardly needs w be said that .2 was
wrong for St Germain's staff directir 0 Se
presguring federal banking regulators :n sup-
port of Florida Federal's stock conversion and
uther mattere iavolving the St. Petersturg in-
stitution. St Germain's subsequent purchase of
Florida Federal stuck looks especially Ques-
tionable for that.

FPOR HIS part, Greene told the ' :ur~at
that he naver asked St Germain %0 intercede
with federal regulators. For his part, St Ger-
main isn't saying much except to sccuse the
Journal of viewing his afTairs “in the wurst
possible light.” The best possible light wouldn't
be any too good.

Creene did admit that he had invited St
Germain into the Florida real estate deals. “It's
like a:_<hing else,” he told the Journal. “Yuu
8it ¢c .2 with yous buddies and say o vou
want ... And you either say yes or nay. ' Give
Greere credit fur 8 candid cummentary un
cerais ‘irma of business practice, but not for
his jud,ment in expusing himaelf and his inets-
tuting t potential criticiem. There's something
wrong » th the system shen powerful hankers
are "bu ‘ lies” with the chairman of a cangres-
s.onal ! king comrmittee and cut Kim in on
land d¢ ‘s not offered to the general public

It's - e to know, however, that even St
Ccrma = “as his limits. Notwithstanding hus
lucratis . -ivete banking deals, he doesn’t ac-
cept e cariuma for spesking at bank:ng in-
dustry ¢ ventions. “You can he very indepen-
dent w' 1 you don't take honnrsniume,” he
aud. "1~k that we (in Congrers) sh_..d te
shle 0 - :viveon what we get”

They -You!d and they do. The qoewt.on s
where bV get it

TI‘\O Si. ?GJC(s\pu(s 'Tlr‘.-.aj
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@ost urges
X probe of
St Germain

IOIIN MULLIGAN
l-nu Balietin Washiagies Beress

WASHINGTON — The Washing-
ton Post yesterday called for an
investigation into a3 newspaper re-
port that Rep. Fernand J. St Ger-
main of Rhoce Island has become a
millionaire with help from people
and institutions that have gained
from his actions as House Banking
Committee chairman.

Any House member “should
svoid more assiduously than Mr. St
Germain seems to have done even
the appearance of using his influ-
ence t0 enrich himseif,” the news-
paper said in an editorial that called
for a House ethics committee inves-
tigation.

The editorial specifically cited
three elemnu in a Wall Street
Joumal

F'lut. thn Mr. St Germain
Nu'ht five International House of
Fancakes restaurants with §1.3
million in loans from Rhode Island
banks. on terms that required him
to put up little or no cash.

*Second (that St Germain) profit-
ed from real estate investments
arranged by a Rhode Island devel-
oper who profited from federally
subsidized housing programs Mr. St
Germain helped obtain for the

“Third (that St Germain) has
benefited from (and deals in Flonda
arranged by a developer who chairs
a savings institution regulated by
the Banking Committee. and that a
top St Germain staffer made calls
to federal regulators about applica-
tuoas by the developer's firms.”

St Germain aide Richard L.
Maurano said that if the ethics
panel decides “to iook into some-
thing, they’'ll find that he's doae
nothing wrong. It's their call.”

Maurano noted that St Germain
will appear on s television iater-
view show (n Providence this
weskend (0 discuss the matter.

The office of Rep. Juliea C.
Dizon, D-Cal, the ethics pasei’s

chairman. did not answer a request | .

for comment. -

.3 9185
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

National Republican Congressional
Committee and
Jack McDonald as treasurer,
Republican National Committee and
William S. McManus as treasurer,
John A. Holmes, Jr.

MUR 2116

N N Nt Nt Nt Nt Nt et

STATEMENT OF REASONS

Commissioner Lee Ann Elliott
Commissioner Thomas J. Josefiak

I. INTRODUCTION

On October 23, 1987, the United States Court of Appeals
for the District of Columbia held the Federal Election Commission's
dismissal of MUR 2116 judicially reviewable and accorded individual
Commissioners "an opportunity to say why DCCC's complaint was dismis-
sed in spite of the FEC's General Counsel's contrary recommendation."
Slip op. at 9. The court was concerned that the General Counsel's
"recommendation to pursue the complaint [was] in fidelity to FEC
precedent" and the Commission "may have slighted its own precedent
and accorded similar cases dissimilar treatment, thereby proceeding on
a course 'contrary to law.'" 1Id. at 2, 8-9.

The following statement sets out our reasons for voting
against the staff recommendation in MUR 2116 and explains why our
vote is, in fact, consistent with FEC precedent.

II. FACTS AND ISSUES PRESENTED
On December 20, 1985, the Democratic Congressional

Campaign Committee ("DCCC") filed a complaint with the Commission

asserting that the cost of a mailing paid by the National Republican

kel
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Statement of Reasons Page 2
MUR 2116

Congressional Committee ("NRCC") should have been allocated to the
NRCC's coordinated expenditure limit of 2 U.S.C. §441a(d). Section
441a(d)(3)(B) of the Act limits the allocable amount a political party
may spend "in connection with the general election campaign[s]" of its
congressional candidates.1/

The challenged mailing was sent within the congressional
district of Democratic Representative Fernand St Germain. The mailing
(Attachment I) discusses newspaper articles accusing Representative
St Germain of using his congressional office for personal financial gain.
The mailing urges Representative St Germain to disclose his personal
finances and asks recipients to sign an enclosed petition urging the
House Ethics Committee to investigate St Germain's finances.2/ The
mailing was sent in late 1985 before any Republican announced a candidacy
in the next year's primary. The mailing did not call for the election
or defeat of any candidate, did not identify Representative St Germain
as a candidate, did not identify any potential Republican opponent, did
not explicitly refer to any future election or political campaign, made
no mention of party affiliation and did not refer to voters or voting.

The complainant asserted the cost of the mailing is allocable
to the NRCC's §441a(d) limit in accordance with Advisory Opinion 1985-14
("AO 1985-14"), 1 Fed. Election Camp. Fin. Guide [CCH] ¢ 5819.

1/ 2 U.S.C. §44la(d)(3)(B) of the Federal Election Campaign Act
provides in part: "The national committee of a political party...may not
make any expenditure in connection with the general election campaign
of a candidate...for election to the office of...Representative (which
exceeds)...$10,000." The $10,000 limit is adjusted for inflation and
was $21,810 in 1986.

2/ In response to this mailing, the signatures of 2,080 First
Congressional District residents were sent to the Chairman of the House
Ethics Committee urging an official investigation into St Germain's
finances. G.C. Rept. Attachment 3 at 25. See Providence Journal,
Feb. 18, 1986, at A7, Col. 2.
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(Attachment II) In AO 1985-14, a majority of the Commission stated
that the cost of a mailing is subject to the §441a(d) limit if it depicts a
"clearly identified candidate" and contains an "electioneering message."
Id. at p. 11,185 (incorrectly citing AO 1984-15, 1 Fed. Election Camp.
Fin. Guide [CCH] ¥ 5766).3/ In response, NRCC argued that the text
of the mailing did not contain an "electioneering message" but merely

repeated the newspaper reports, editorials and public comments on this
issue. (See Attachment III)

The General Counsel's Report of May 16, 1986 argued the
mailing contained an electioneering message "as a whole" and recommended
the Commission find "reason to believe" a violation of §44la(d)
occurred.4/ The Report summarized some general similiarities between
this mailing and AO 1985-14, but also noted the mailing in AO 1985-14
contained an explicit partisan appeal and a reference to an election
while the mailing at issue did not. G.C. Rept. at 6-7.

In considering the General Counsel's Report and Commission
precedent in this area, the undersigned found no "electioneering
message" in the challenged mailing. Accordingly, we voted against the
Counsel's recommendation to allocate this expenditure against the NRCC's
§44la(d) limit,

3/ AO 1985-14 is the only advisory "precedent" that contains the words
"electioneering message." Neither AO 1984-15 or 1978-46 use the words
"electioneering message" or suggest that as a standard. AO 1978-46,
in fact, contains the higher "express advocacy" threshold for evaluating
expenditures. See note 7, infra.

4/ Even assuming this mailing contained an electioneering message, our
counsel cited the wrong section of the statute since § 44la(d) cannot
be violated unless a party exceeds its coordinated limit. At the time
the Commission considered this complaint, the NRCC had made no
coordinated expenditures against its $21,810 limit in this congressional
district and the challenged mailing only cost $10,000. The correct
recommendation would have been '"reason to believe" a violation of
§434(b)(4)(H)(iv) and §434(b)(6)(B)(iv) occurred for failing to allocate
and report this mailing as a coordinated expenditure.
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III. DISCUSSION
1. The Background of 2 U.S.C. §44la(d)

In 1974, Congress recognized that its campaign finance
legislation provided too inadequate a role for the national parties.
While parties could engage in issue-oriented discussions and party-
building activity, their only means of directly supporting candidates
was subject to annual contribution limits.5/ To correct this imbalance,
§ 44la(d) was added to give national and state party committees
additional coordinated expenditure ability. See S. Rep. No. 689, 93rd
Cong., 2d Sess 15 (1974), reprinted in the Legislative History of the
Federal Election Campaign Act Amendments of 1974, 111 (GPO 1977);
H.R. Rep. No. 1057, 94th Cong., 2d Sess. 59 (1976), reprinted in

Legislative History of the Federal Election Campaign Act Amendments of
1976, 1053 (GPO 1977).

As enacted, § 44la(d) allows the parties to spend an
additional 2¢ times a state's voting age population on behalf of their
U.S. Senate candidates and $10,000 for each Congressional candidate.
The expenditures Congress requires parties to allocate against this
limit are those made "in connection with" their nominee's "general election
campaigns." 2 U.S.C. §44la(d) Nowhere was § 44la(d) construed to
limit the party's other disbursements which continue to be reported as

5/ National party committees may only contribute $5,000 to their congres-
sional candidates, just like any other multi-candidate political committee.
Political party committees cannot, however, make independent
expenditures on behalf of their candidates. 11 CFR 110.7(a)(5)and
(b)(4). See Advisory Opinion 1980-119 2 Fed. Election Camp. Fin.
Guide [CCH] 445561.
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"operating expenditures" and are obviously not subject to any dollar
limit.6/ 2 U.S.C. §434(b)(4); Buckley v. Valeo, 424 U.S. 1, 39-59
(1976); AO 1975-87. In Buckley, the Supreme Court repeatedly said

the Federal Election Campaign Act's restrictions on expenditures "impose
direct and substantial restraints on the quantity of political speech.”
Buckley at 39. Restricting political communications "necessarily reduces
the quantity of expression by restricting the number of issues discussed,
the depth of their exploration and the size of the audience reached."
Buckley at 19. See also FEC v. National Conservative Political Action
Committee 470 U.S. 480 (1985); FEC v. Massachusetts Citizens for
Life, Inc. ("MCFL") 107 S. Ct. 616 (1987).

It is in this context that the statutory allowance of
§ 44la(d) is applied. Accordingly, the Commission must clearly define
those expenditures that are allocable to the coordinated limit to avoid
improperly restricting a party's policy discussions, issue-oriented speech
or party-building activity.

2. Commission Interpretation of 2 U.S.C. §44la(d)
The Commission has, in fact, clearly defined the "in

connection with" language of § 44la(d) in separating a party's issue-

oriented speech and party-building activity from its coordinated

6/ Under the Act, a national party committee must report all its disburse-
ments over eight categories. See 2 U.S.C. § 434(b)(4); 11 CFR
104.3(b)(1), and FEC Form 3X. The "operating expenditures" category
includes disbursements for polling, travel, phone banks, catering, media,
rent, personnel, overhead, fundraising, training seminars, registration,
voter education, get-out-the-vote drives and other day-to-day costs
that are not made on behalf of a clearly identified candidate and cannot
be directly attributable to that candidate. See 11 CFR 104.3(b)(3)(i),
106.1(c), and 110.8(e).
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expenditures. An expenditure will only be allocable to the § 44la(d)
limit if it contains a "clearly identified candidate" and an "electioneering
message." AO 1985-14. Although the statute speaks of coordinating
expenditures with the "general election campaigns" of "candidates," the
Commission does not require the expenditure to be coordinated with
the candidate; does not require the party making the expenditure to
have a general election nominee; and will allocate expenditures made
before the primary. AO 1984-15; AO 1985-14. The only operative
standards for determining if an expenditure is "in connection with a
general election campaign," therefore, is if it contains a "clearly identified
candidate" and an "electioneering message."

To describe its "electioneering message" standard, the
Commission borrowed the Supreme Court's language in United States v.
United Auto Workers, 352 U.S. 567 (1957). In Auto Workers, the
Court gave meaning to the pre-FECA prohibition on corporate and labor

activity "in connection with" federai elections by holding expenditures
"designed to urge the public to vote for a certain candidate or party"
are prohibited while expenditures that "simply state the record of
particular candidates on [the] issues" are permitted. Id. at 587, 592.
The Commission has adopted this analysis in deciding whether a political
party's expenditure contains an electioneering message "in connection
with" a general election campaign. The Commission will limit those

expenditures "designed to urge the public to vote for a certain candidate

or party" as coordinated expenditures and not limit expenditures which
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"simply state the record of particular candidates" since they are operating
expenditures not subject to any dollar limit.7/ See AO 1984-15; 11 CFR
§104.3(b)(3); 106.1(c).

In its advisory opinions and enforcement matters, the
Commission has established what a communication must contain to become
an "electioneering message." An electioneering message is a communi-
cation containing a partisan appeal referring to voters or voting, political
contributions, or an upcoming political campaign or election. AO 1984-15;

7/ A different standard for allocating expenditures may be the Supreme
Court-approved "express advocacy" threshold instead of the Commission-
created "electioneering message." Generally, the constitutional deficiency
of expenditure limits can only be avoided by limiting their reach to
words of "express advocacy." Buckley at 41-44, and n.52. In clarifying
that party committees have contribution limits but cannot make
independent expenditures like other political committees, Congress
recognized that the parties will have their own special coordinated
expenditure limits. 120 Cong. Rec. S5413-14 (daily ed. April 8, 1974)
(remarks of Sens. Clark and Brock) reprinted in Legislative History of
Federal Election Campaign Act Amendments of 1974, 419-20 (GPO 1977).
In effect, coordinated expenditures are like independent expenditures
with a limit. See Buckley at 58 n.66 (favorably comparing coordinated
expenditures with regulation of independent expenditures salvaged by
the "express advocacy" threshold).

Further, the statute prohibiting corporate and labor activity "in
connection with" federal elections from which the "electioneering message"
standard was derived, Auto Workers at 587; AO 1985-14, has recently
been interpreted by the Supreme Court. FEC v. Massachusetts Citizens
for Life, Inc. ("MCFL"), 107 S. Ct. 616, 623 (1986). In MCFL, the
Court stated "[w]e therefore hold an expenditure must constitute 'express
advocacy' in order to be subject to the prohibition of §441b". Id. See
also Orloski v. FEC, 795 F.2d 156, 166-67 (1986); AO 1978-46. If the
"in connection with" language has the same meaning under §44la(d) as
it does under §441b, then "express advocacy" could be the threshold
for allocating expenditures. There is no allegation that the mailing in
this case contains any "express advocacy." G.C. Rept. at 9.
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AO 1985-14.8/. Obviously, no particular one of these objective factors
must be present, but at least one factor must be present to prove an
expenditure is made "in connection with" a general election, attaining
the legal status of a coordinated expenditure and requiring allocation
to the § 441a(d) limit.9/ Since precedent demands we use these objective
criteria for finding the presence of an electioneering message, we cannot
force allocation of an expenditure that does not contain even one of

these electioneering messages.
Application of Commission Precedent

The mailer in this case does not contain any election-
eering message and cannot, consistent with Commission precedent, be
allocated against the party's §441a(d) limit. The text of the mailer
contains no references to voters or voting, no mention of any upcoming
election or political campaign, no mention of political contributions and
no partisan appeals. There are simply no electioneering words present.

In contrast, the mailer in AO 1985-14 contained an
electioneering message by repeated references to a particular congressman
as a "Republican" and a listing of his campaign contributions. This,
or any other electioneering message established by the Commission, is
not present in the NRCC's mailing. In fact, the NRCC's mailing bears
a greater resemblance to the advertisements in AO 1985-14 that were

8/ We have applied this standard to a number of enforcement matters
still subject to the confidentiality provision of the Act. 2 U.S.C.
§ 437g(a)(12).

9/ Presumably, a party committee could also categorize such an
expenditure as an in-kind contribution subject to the $5,000 contribution
limit.
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found to not contain an electioneering message. In those advertisements,
the DCCC generally critized the deficit issue and "your Republican
congressman's" mismanagement of the economy. The Commission
concluded that these party-building or issue-oriented ads contained no
electioneering message and were not allocable to § 44la(d). (See
Attachment II). See also AO 1984-15.

Nothing in the text of the NRCC mailer can reasonably
be read to "urge the public to elect a certain candidate or party."
Autoworkers at 587. In fact, the only action this mailer urges the
public to take is to "sign the attached petition" calling for a House
Ethics Committee investigation. Urging the signing of this petition is
clearly an issue-oriented act. To label this petition drive as election-
eering corrupts the text of the mailing and this important public issue
of officeholder ethics.10/ In our opinion, interpreting the circulation
of this petition as regulated campaign finance activity extraordinarily
expands the scope of the Act and undermines the Congressional intent
behind § 441a(d).

The mailer's statement that "There's only one solution:

Congressman St Germain must come clean by fully disclosing his taxes

and finances," (emphasis supplied) also does not urge the public to

vote for any candidate or party. In fact, this plea seems to preclude
any election-related activity by saying the only action necessary is
demanding the disclosure of St Germain's tax returns and finances and
not his resignation or defeat.

10/ The NRCC's call for an investigation and the disclosure of
St Germain's tax returns are identical to the reports and editorials of
The Wall Street Journal and the Providence Journal Bulletin and was
vociferously demanded by Common Cause. (See Attachment III). While
one of NRCC's goal's may be the election of Republicans to Congress,
it is not their only goal. Those who are familiar with the national
party committees know they are concerned with the reputation and
effectiveness of government and they often enter the constructive public
debate about the issues of the day.
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This is quite unlike the mailer in AO 1985-14 which
linked its message directly to an election. In fact, the General Counsel
conceded that the mailer in this case "does not directly refer to an
election" while the mailer in AO 1985-14 "includes references to an
election by its inclusion of a list of campaign contributions...to the
named representatives."11/ G.C. Rept. at 7. Our Counsel also notes
the mailer in this case "does not make reference to any political party"
while the mailer in AO 1985-14 made repeated references to "republicans."
Id. These essential factual differences between the mailers create a
legal distinction: the mailer in AO 1985-14 contained an electioneering
message while the mailer in this case does not.12/

11/ Our Counsel did, however, point out irrelevant similarities between
the two mailers: each 1) was prepared by a national committee of a
political party, 2) identified a specific congressman, 3) criticized the
record of that congressman, and 4) was distributed to residents within
that congressman's district.

First, it is assumed that we are dealing with party committee
expenditures or we would not even be discussing the allocability of
these expenditures. Second, identifying a specific congressman by
name only relates to the issue of "clearly identified candidate" not
"electioneering message." Third, nothing in AO 1985-14 or any other
Commission precedent suggests criticizing an incumbent's record triggers
§441a(d) allocation: the mere discussion of officeholders and their votes
and conduct, without any nexus to campaigns or elections, is a fully
understood and zealously protected constitutional right. Fourth, AO
1985-14 cannot be read to say that even attacking an incumbent's record
in his home district is automatically subject to §44la(d) unless that
communication also contains an electioneering message. Resting a case
for allocability on these irrelevant similarities ignores the plain wording
of the statute, Commission precedent and, most importantly, what the
mailers actually say.

12/ Although this was not mentioned in the General Counsel's Report,
the mailing also repeats, word for word, a Providence Journal editorial
which lists other Rhode Island "public officials" who have voluntarily
"given the public a complete financial accounting of themselves."
(Attachment III, p. 5). Presumably, our Counsel correctly realized
this was an issue-oriented comparison and not an "electioneering message"
since it was not included in their report.
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Therefore, following the General Counsel's recom-
mendation in this case would not be following Commission precedent.13/
Accordingly, we are the ones acting "in conformity with FEC precedent"
by voting there is no "reason to believe" this mailing contained an
electioneering message. Our votes are not incompatible with the allegedly
low threshold of "reason to believe" necessary to commence an investi-
gation under the Act. 2 U.S.C. § 437g(a)(2). The General Counsel
did not recommend any investigation in this case since the Commission
had all the facts necessary to make its legal determination whether this
mailer contained an electioneering message. See G.C. Rept. at 16.

Rejecting New Approaches to Electioneering

Counsel provides three other insufficient arguments
for finding an "electioneering message" in a new or unprecedented
way. First, Counsel states that "(t)he mailer's statement about ridding
the government of corruption is a reference to an election in that one
way to remove Congressman St Germain would be to vote him out of
office." G.C. Rept. at 7. Not only does this quote slaughter the

13/Counsel's disagreement with our votes is of no significance for the
Commission is not "required to accept the advice of some members of
[its] legal staff", since "[t]he Commissioners are appointed by the
President to administer the agency, the agency's staff is not." San
Luis Obispo Mothers for Peace v. NRC, 751 F.2d. 1287, 1327 (D.C.
Cir. 1984) (language from Section IV of opinion, the court later vacated
Section III-B of the decision for en banc consideration, 760 F.2d 1320.)
See also Stark v. FEC, Civil Action No. 87-1700, Slip op. at 10.
(DDC Opinion filed February 8, 1988) (Jackson, J.) ("This court reads
DCCC to require that the same deference be accorded the reasoning of
"dissenting" Commissioners who prevent Commission action...as is given
the reasoning of the Commission when it acts affirmatively.")
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true text of the mailingl4/ but it advances a standard of electioneering
by inference or clairvoyance. Such a review is completely contrary to
objectively reading the text of a mailing for an electioneering message.
It is unthinkable to hold a speaker against an expenditure limit just
because of what a listener might intiutively deduce from a message.
The allocability of this mailer will depend on what it says not by the
varied "understanding" potential recipients may have. Speakers are

not at the mercy of their listeners and are not required to "hedge and
trim" their remarks. Such a requirement would offer "no security for
[the] free discussion" of an officeholder's conduct. Buckley at 42-43
quoting Thomas v. Collins, 323 U.S. 516, 535 (1945); see also Auto

Workers at 595-596, (Douglas J., dissenting).

Second, Counsel makes the stunning statement that
"AO 1985-14 does not state what aspect of the proposed mailer constituted
an electioneering message. It may be that the mailing as a whole
conveyed an electioneering message". G.C. Rept. at 7. (emphasis
added). Proceeding on this "as a whole" theory, Counsel suggests
"(slimilarily, the Rhode Island Citizens mailing conveys an electioneering

message thus constituting a section 44la(d) expenditure by NRCC" Id.

This "as a whole" theory has absolutely no foundation
in the text of AO 1985-14, or the Commission's deliberation of that
opinion, or the Commission's interpretation of the Act. In AO 1985-14,
the Commission undertook a detailed review of a variety of radio and
television broadcasts and mailings. In some cases, the Commission held

14/ Absolutely nowhere in the text of this mailing is there any mention
of removing St Germain by any method. The mailing explicitly states
the way to rid the government of corruption is to force disclosure of
taxes and finances, not to vote someone out of office.
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a specific communication would be allocable because it contained an
electioneering message. In other examples the Commission found no
allocation necessary since the expenditure was issue-oriented or party-
building activity. In one case, the Commission was equally divided on
the allocability of an expenditure. In no instance were these decisions
made on the basis of an "as a whole" analysis, and to suggest such is
to engage in true revisionism.

Further, to allocate expenditures on an "as a whole"
basis would produce an incomprehensible trail of standardless decisions
contrary to the purpose of the Act and inconsistent with the parties
right to speak. "As a whole" analysis is wholly subjective and would
create ad-hoc, after-the-fact decisions. An ever-shifting majority of
Commissioners would review each message "as a whole" and decide
whether it conveyed an electioneering message to them, in their own
individual hearing or reading. This approach would destroy the legal
status of "electioneering messages" and would encourage the Commission
to abandon its reasoned application of precedent in favor an entirely
subjective and arbitrary review of the facts. This approach must not
be followed since the party committees must know in advance of making
an expenditure whether it contains an allocable electioneering message.
See Buckley at 41 n.48 quoting Grayned v. City of Rockford, 408
U.S. 104, 108-109 (1972) (vague laws not only "trap the innocent by
not providing fair warning," they foster "arbitrary and discriminatory

application” and inhibit protected expression by inducing citizens to
"steer far wider of the unlawful zone" than necessary).

Third, there is no justifiable basis for abandoning
our "electioneering message" precedent and forcing allocation of this
expenditure for some other reason. For example, inputing a "political
purpose" to an expenditure will not, in itself, cause that expenditure
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to be allocated to the § 441a(d) limit. A political purpose only requires
a party to report the expenditure under 2 U.S.C. § 431(9)(A). In
fact, the Act presumes that every federal expenditure by a political
party already has or results from a political purpose--which is why all
federal party expenditures are reported.15/ Merely believing that an
expenditure has a "political purpose" is an insufficient reason to require

allocation of that expenditure against the 44la(d) limit. Accordingly,

something more than "political purpose" must be proven to elevate a
communication into an "electioneering message" under §44la(d).

The allocation question is also not answered by asking
whether this communication, or the signing of petitions, or calling for
the disclosure of St Germain's tax returns will have an adverse impact
on St Germain in the general election. As the Supreme Court cautioned
in Buckley, "the distinction between discussion of issues and candidates
and advocacy of election or defeat may often dissolve in practical
application...incumbents are intimately tied to public issues...(and)
campaigns themselves generate issues of public interest." Buckley at
42. Accordingly, the Commission must not imply election-related intent
to every criticism of an incumbent or speculate on the possible impact

someone's speech may have on voting.16/ See, e.g., G.C. Rept.

15/ A party committee must report its federal disbursements to the
Commission as either contributions, operating expenditures, transfers,
loans, loan repayments, offsets, other disbursements or coordinated
expenditures. 2 U.S.C. § 434. See FEC Form 3X.

16/ While we acknowledge this mailing could have an election-related
effect, we cannot assume it. Nor can we assume what that effect
would be since disclosing his finances may help St Germain's campaign
by "clearing the air" as the mailer suggests. Accordingly, forcing
allocation by subjectively guessing the intent, effect or impact of a
person's speech is unreliable and inferior to objectively reading what
is actually said.
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Attachment I at 19. The Commission must objectively look at the
words of a communication and apply settled factors of "electioneering
messages.” To do otherwise replaces an objective review of the message
itself with a subjective critique of the motivation of the speaker. See
FEC v. Furgatch, 807 F.2d 857, 863 (9th Cir.) ("to fathom [the

speaker's] mental state would distract us unnecessarily from the speech
itself") cert. denied, 108 S. Ct. 151 (1987).

As we have stated, our analysis and votes are
consistent with the rule of law established in AO 1985-14; but the
facts of these two cases are too different to command the same resultl?/.
We believe the General Counsel improperly applied the law from
AO 1985-14 and reached the wrong conclusion. We also believe the
complainant has read something into AO 1985-14 that is not there or
interprets that opinion well beyond the limits of its factsl8/.

IV. CONCLUSION

The discussion of issues and officeholders is an integral
part of our system of government. So important is this right that the
"First Amendment affords the broadest possible protection to such

17/ It is no accident that the facts are so different between these two
cases since the NRCC mailer was prepared and sent only months after
the Commission's decision in AO 1985-14. The NRCC was able to use
AO 1985-14 as fresh precedent to avoid having to allocate their mailer
by making sure its text contained no electioneering message as defined
by the Commission.

18/ The complainant knows the Commission rejects its expansive
interpretation of AO 1985-14 since one month after this complaint was
filed, the complainant urged the Commission in a rulemaking comment
to abandon the majority decision in AO 1985-14 and instead focus on
the "intent" or "purpose" behind a party's expenditure. See comments
of the Democratic Senatorial and Congressional Campaign Committees,
January 17, 1986, page 7, to a Commission Notice of Inquiry. 50 Fed.
Reg. 51,535 (Dec. 18, 1985.)
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STATEMENT OF REASONS

Commissioner Danny L. McDonald
Commissioner John Warren McGarry

The Federal Election Campaign Act of 1971, as amended ('the
Act"), provides that expenditures made by national party
committees in connection with the general election campaign of
candidates for federal office are subject to certain limits. The
primary question before the Commission in Matter Under Review
("MUR") 2116 was whether there was '"reason to believe"

expenditures made by the National Republican Congressional
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Committee ("NRCC") for a mailing, targeted to constituents of
Democratic incumbent Representative Fernand St Germain of Rhode
Island's First Congressional District, constituted expenditures

which had not been properly allocated under the Act's limits.

Based on prior Commission rulings, it is our opinion that the

NRCC mailer was such an expenditure, and that there plainly was
reason to believe NRCC violated the Act by failing to allocate

the expenditure under the statute's limits.

In 1974, Congress passed amendments to the Federal Election
Campaign Act of 1971. Through one of its provisions, now
codified at 2 U.S.C. §441a(d)(3), the 1974 legislation allowed
the national and state committees of the political parties to
make expenditures in connection with the general election

campaigns of the parties' candidates, but such expenditures may
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not exceed certain specific dollar limitations. 1/ In addition,
the Act requires that political committees separately report all
disbursements made under section 441a(d) to aid in monitoring
adherence with the limits. 2 U.S.C. §434(b)(4)(H)(iv).

Because of the presumptive coordination that exists, '"party

committees are considered incapable of making 'independent

1/ Specifically, the Act provides:

(3) The national committee of a political party, or a State
committee of a political party, including any
subordinate committee of a State committee, may not
make any expenditure in connection with the general
election campaign of a candidate for Federal office in
a State who is affiliated with such party which
exceeds --

(A) in the case of a candidate for election to the
office of Senator, or of Representative from a
State which is entitled to only one
Representative, the greater of --

(i) 2 cents multiplied by the voting age
population of the State (as certified under
subsection (e) of this section); or

(ii) $20,000; and

(B) in the case of a candidate for election to the
office of Representative, Delegate, or Resident
Commissioner of any other State, $10,000.

For the 1986 election cycle, the amount that the national party
committee could expend under §441a(d)(3) on behalf of a typical
House campaign was $21,810, based on a cost-of-living adjustment
under 2 U.S.C. §441a(c). The state party could expend a like
amount. As is often the practice of both major parties, the
congressional campaign committee of the party could be authorized
by the national and state party committees to expend their
respective §441a(d)(3) allowance on their behalf. See FEC v.

Democratic Senatorial Campaign Committee, 454 U.S. 27
(1981)("FEC v. DSCC™).
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expenditures' [which are not limited] in connection with the

campaign of their party's candidates." FEC v. DSCC, 454 U.S. at

28-29 n.1. See 11 C.F.R. §§110.7(a)(5) and (b)(4). 2/ The right
to make §44l1a(d) expenditures connected with a general election
(so called '"coordinated expenditures') is ah exception for
political party committees permitting them to engage in certain

activity that would otherwise result in a contribution to the

2/ It should further be noted that the qualification set
forth in the "independent expenditure'" reporting provisions of
2 U.S.C. §434(b)(6)(B)(iii) and (¢c) -- that the independent
expenditure must "expressly advocate the election or defeat of a
clearly identified candidate--" has no applicability here. See
2 U.S.C. §431(17). Rather, section 441a(d)(3) limits the
"expenditures'" which the national committee of a political party
may make '"in connection with'" a federal election. Section
431(9)(A)(i) defines "expenditure" to include: :

(i) any purchase, payment, distribution, loan,
advance, deposit, or gift of money or anything of
value, made by any person for the purpose of
influencing any election for Federal office;

Since the definition of "expenditure'" makes no reference to the
"express advocacy' standard contained in §431(17), an expenditure
may be subject to the §441a(d)(3) limits even though it does not
contain express advocacy.

Section 441a(d)(3) was not intended to be limited to
expenditures for express advocacy. Congress enacted the express
advocacy standard as part of the Federal Election Campaign Act
Amendments of 1976, Pub. L. No. 24-283, 90 Stat. 475 (1976) in
response to the Supreme Court's decision in Buckley v. Valeo, 424
Ui :S8 11R (81.9:7:6.) In Buckley, the Supreme Court found it

expenditures. In so holding, however, the Court differentiated
between genuine independent expenditures and '"prearranged or
coordinated expenditures amounting to disguised contributions,"
which could be constitutionally regulated. Buckley, 424 U.S. at
46-47. The legislative history of the amendment shows that the
purpose of 2 U.S.C. §431(17) was to codify this distinction drawn
by the Supreme Court. H. R. Conf. Report No. 1037, 94th Cong. 2d
Sess. 38 (1976). Section 431(17) and its "express advocacy"
standard was never intended to amend the §431(9)(A)(i) definition
of expenditure as that term is used at §441a(d)(3).




candidate with respect to whom the expenditure was made. See

H.R. Rep. No. 94-1057, 94th Cong., 2d. Sess. 59 (1976). 3/

II.

On December 20, 1985, the Democratic Congressional Campaign

Committee ("DCCC") filed a complaint with the Federal Election
Commission against the National Republican Congressional
Committee, the Republican National Committee and John A. Holmes,
Jr. Among other things, the complaint stated that the NRCC,
through the Rhode Island Citizens for Accountability in
Government, sent $10,000 worth of mailings to Representative
St Germain's congressional district harshly critical of the
Representative's personal finances and conduct in office.

According to materials supplied with the complaint, the

§/ The §441a(d) coordinated expenditure allowance 13
considerably larger than the allowable contribution 1limit that
would otherwise apply for a House race ($5,000 for the general
election if the party committee qualifies as a multicandidate
committee under 2 U.S.C. §441a(a)(2)). Congress struck a
reasonable balance between the need to encourage party activity
and the need to prevent parties from becoming a vehicle for
evading the limits on contributions to candidates. Without the
limits on party spending, a person could easily effect support on
behalf of particular candidates in excess of the limits of 2
U.S.C. §441a(a)(1)(A) or (2)(A) by contributing nct only to the
candidates but also to party committees likely to spend on behalf
of such candidates. Limits on party spending help effectuate the
underlying contribution limits of the Act by reducing the
opportunity to assure additional candidate support through the
parties.




"Accountability in Government" group consisted solely of two

"]local GOP activists." MUR 2116, General Counsel's Report at

Attachment 1, p. 16. The complaint alleged that the NRCC had

violated 2 U.S.C. §441a(d)(3) by failing to allocate as a
coordinated party expenditure the amounts spent for certain
communications to the Representative's congressional district.
One of these communications was a mailer sent to
Representative St Germain's congressional district. In full, the
mailer stated:
Dear Taxpayer:
You may have heard that our Congressman,
Fernand St Germain, has been accused of some very
serious charges.
According to the Wall Street Journal, The
Providence Journal Bulletin, and other respected
newspapers. Congressman St Germain has amassed a

multimillion dollar personal fortune by using his
public position to help wealthy investors.

It's time to clear the air.

That's why Rhode Island Citizens for
Accountability in Government are asking Congressman
St Germain to disclose in detail his financial
records and make available to the public his tax
returns.

Unfortunately, St Germain has refused. And
that's bad because the people of Rhode Island have
a right to know if our Congressman is telling the
truth.

We also have a right to know if St Germain is
trying to hide something.

In past years, public officials of both
political parties have given the public a complete
financial accounting of themselves.

Some who come quickly to mind are Richard
Israel when running for Attorney General, John
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Hawkins for U.S. Senate, Joseph Garrahy for
Governor, Vincent Cianci, Jr. for Mayor of
Providence, and incumbent Mayor, Joseph Paolino,
Jr.

If they found this course suitable, why not
Congressman St Germain?

Just at a time Rhode Island citizens are
demanding our leaders to be honest and above
reproach, we cannot afford to have this dark cloud
hanging over our heads.

There's only one solution: Congressman
St Germain must come clean by fully disclosing his
taxes and finances. To do otherwise would bring
an end to our efforts to rid our government of
corruption and those who seek personal gain.

That's why we--Rhode Island Citizens for
Accountability in Government--urge you and other
members of your household to sign the attached
petition and mail it to us immediately.

The petition asks the U.S. House of
Representatives' Ethics Committee to officially
investigate these serious charges and further
demands that St Germain publicly disclose his taxes
and finances.

The people of Rhode Island deserve to know the
truth. The time for answers is now.

(emphasis in the original). Enclosed with the mailing were
additional materials stating in headlines "Tell us the truth,
Congressman St Germain" (emphasis in the original) and "Only you,
Congressman, can set the record straight."” One enclosure, in
large, bold lettering, simplv read "It's time to clear the
PG oo

The Office of General Counsel prepared a report for
Commission consideration that contained a factual and legal
analysis of the allegations presented in the DCCC complaint.

Based upon Commission precedent, the General Counsel recommended
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that the Commission find '"reason to believe" the NRCC had
violated 2 U.S.C. §441a(d). A motion to adopt the General
Céunsel's recommendation failed to secure the four affirmative
votes necessary to proceed with an investigation into the matter.
2 U.S.C. §437g(a)(2).4/ Three Commissioners supported the
recommendation 5/, two Commissioners opposed the recommendation,

and one Commissioner abstained.
TI'EE.

This is not a complicated case. The Commission has clearly
articulated the proper mode of analysis for determining whether
disbursements count against the expenditure limitations of"

2 U.S.C. §441a(d). Advisory Opinion 1985-14, 1 Fed. Elec. Camp.

4/ By a vote of 6-0, the Commission agreed with the General
Counsel's recommendation to find no reason to believe that RNC
and NRCC had violated 2 U.S.C. §441d. The complaint had alleged
that respondents should have included a disclaimer on the mailing
stating who had paid for the mailing. The statute 1in
question, however, only requires such a disclaimer on general
public political communications '"expressly advocating the
election or defeat of a clearly identified candidate" or
soliciting contributions. By a vote of 6-0, the Commission
also agreed with the General Counsel's recommendation to find no
reason to believe that John A. Holmes, Jr. had violated 2 U.S.C.
§432(e)(1). The complaint had charged, without substantial
evidence, that Mr. Holmes had authorized some of the spending at
issue and failed to designate in writing a political committee
within 15 days after becoming a candidate. Under the statute,
however, a person only becomes a '"candidate'" by receiving more
than $5,000 in contributions or making more than $5,000 in
expenditures, or by giving consent to another person to do so.
2 U.S.C. §431(2).

S5/ The three Commissioners were Commissioners McDonald,
McGarry and Harris. Commissioner Harris is no longer with the
Commission.
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Fin. Guide (CCH) § 5819 (1985); Advisory Opinion 1984-15, 1 Fed.
Elec. Camp. Fin. Guide (CCH) § 5766 (1984). 6/ The established
precedent is not confusing, and we believe that had it been

faithfully applied, there would not be the current controversy.

A.

In Advisory Opinion 1984-15, supra, the Commission applied
§441a(d) to a proposed undertaking by the RNC to produce an
advertising program critical of Democratic candidates prior to
and after the 1984 nomination of a Democratic candidate for
President. The ads planned to feature the image of one of the
current Democratic presidential candidates along with that
candidate's statements regarding such issues as '"the budget
deficit or governmental morality." Id. Each advertisement would
conclude with a visual audio appeal to "Vote Republican." Id.

The Commission concluded that the limitations of 2 u.s.C.
§441a(d) would apply because "[t]he clear import and purpose of
these proposed advertisements is to diminish support for any
Democratic Party presidential nominee and to garner support for
whoever may be the eventual Republican Party nominee." The

Commission observed that expenditures may be made with respect to

6/ The courts have long viewed the Commission's advisory
opinion process as a ''prompt means of resolving doubts with
respect to the statute's reach." Martin Tractor
Co. v. Federal Election Commission, 627 F.2d 375, 384 (D.C.
1980), cert. denied, 449 U.S. 954 (1980) (emphasis added).




the general election before the date of the primary election or

nomination and noted that "nothing in the Act, its legislative

history, Commission regulations, or court decisions indicates
that coordinated party expenditures must be restricted to the
time period between nomination and the general election.” Id.

In Advisory Opinion 1985-14, supra, the issue was whether
expenditures for broadcast advertisements or mailings proposed by
the Democratic Congressional Campaign Committee were subject to
the §441a(d) limitations. DCCC stated that it planned to begin a
program involving criticism of the records of individual
Republican members of the House of Representatives and of the
activities of Republican members of Congress as a class.
According to the advisory opinion request, some of the Republican
members might not be announced candidates for the election at the
time the DCCC advertisements were to run.

One of these proposed communications was a mailing which the
DCCC planned to send to the home district of certain Republican
congressmen., Addressing by name specific Republican incumbents,
the mailing stated, '"The wave of the future could be an o0il spill
if Congressman X has his way!" Next to a picture of a giant oil-
derrick in the ocean spoiling a beachfront view was a list of the
named congressman's contributions from the oil industry. On the

back cover, the proposed text stated, "Don't be fooled by
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Republican rhetoric. Save our coastal environment." The back
cover concluded, "Let Congressman X know how you feel." In some
scripts, the text added the words '"Vote Democratic." DCCC
indicated that its '"proposed program [including the mailing] is
for the purpose of influencing the 1986 election process and that
these activities will be scheduled for [April] and for September
1985." 1d.

In considering the proposed mailer, the Commission
specifically noted that "Congressmen will be identified by name,"
that the text criticizes the position of those identified
Republican Congressmen on certain issues, and that the mailer
would be distributed to "part or all of the district represented
by the identified Congressman." Id. Citing Advisory Opinion
1984-15, the Commission stated that '"the limitations of §441a(d)

would apply where the communication both (1) depicted a clearly

identified candidate and (2) conveyed an electioneering message."

Id. The Advisory Opinion further stated that "electioneering

messages include statements 'designed to urge the public to elect

a certain candidate or party.'" Id. quoting United States v.

United Auto Workers, 352 U.S. 567, 587 (1957) (emphasis added).

The Commission did not require in this advisory opinion and,

indeed, has never required that a Section 441a(d)(3) expenditure
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"expressly advocate'" the election or defeat of a candidate.

See pages 4-5, supra. 7/

The Commission concluded that external factors such as the
context in which the communication was made, in addition to the
actual text of the communication, determine whether a particular
communication conveyed an electioneering message. Applying this
test, the Commission concluded that "DCCC's expenditures for

producing and disseminating the mailer either with or

without the Vote Democratic statement will be subject to the

Act's limitations and attributable pursuant to 11 C.F.R. 106.1."

(emphasis added). 1Id.

7/ Nothing in the Supreme Court's recent opinion in Federal
Election Commission v. Massachusetts Citizens for Life, Inc.
UsB. IOy s mCE, w0l (1986)(""MCFL") changes this result
Tn an opinion issued six months aftér the Commission completed
MUR 2116, the Court found that in order to fall within the
prohibitions of 2 U.S.C. §441b, certain independent expenditures
by MCFL must contain "express advocacy.'" MCFL should not be read
for the proposition, however, that the term "expenditure'", as
defined at §431(9)(A)(i) and used at §441a(d)(3), has been
Judicially amended to require 'express advocacy."' See pages 4-5,
supra.

Indeed, the Court's opinion in MCFL is readily
distinguishable from MUR 2116. MCFL's expenditures were
"independent"; they were not made in 'cooperation or
consultation, with" any candidates or their authorized
committees. See 2 U.S.C. §431(17). In MUR 2116, however, the
expenditures were not independent; the Supreme Court has
specifically recognized that "party committees are considered
incapable of making 'independent expenditures.'" FEC v. DSCC,
454 U.S. at 28-29 n. 1.
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B.

The mailer proposed by the Democratic Congressional Campaign
Committee in Advisory Opinion 1985-14 1s materially
indistinguishable from the mailing involved here. Based upon
this clear precedent, we believe that the mailer funded by the
National Republican Congressional Committee in MUR 2116 is

likewise subject to the §441a(d) limitation.

(1)

In accordance with the precedent established in Advisory
Opinion 1985-14 as well as Advisory Opinion 1984-15, the General
Counsel recommended that the Commission find reason to believe:
that the NRCC violated 2 U.S.C. §441a(d). The General Counsel
correctly recognized the many clear similarities between the DCCC
mailer in Advisory Opinion 1985-14 and the Rhode Island Citizens
mailer funded by the NRCC in MUR 2116:

The Rhode Island Citizens mailer identifies by
name a specific Democratic representative, Fernand
St Germain, just as the DCCC proposed to name a
specific Republican Congressman in its AO request.
Both mailers criticize the records of the
representative. The Rhode Island Citizens mailer
criticizes Representative St Germain for allegedly
using his public position to help wealthy
investors and thereby amass a multimillion dollar
personal fortune. The DCCC mailer criticizes a
named representative for his views on the coastal
environment and the o0il industry. The Rhode
Island Citizens organization distributed its
mailer to Representative St Germain's first
congressional district constituents, just as the
Commission assumed the DCCC would disseminate its
mailer to part or all of the district represented
by the identified Congressman.
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MUR 2116, General Counsel's Report at 6. The General Counsel
might have also mentioned the similarity of timing in the
distribution of the two mailers. In Advisory Opinion 1985-14,
DCCC planned to distribute the proposed mailer in April and
September, 1985. The NRCC-funded mailer was distributed to
Representative St Germain's district in December, 1985 -~ even
nearer to the 1986 election than the DCCC mailer. 8/

As commonly happens in the comparison of any two matters,
there were differences in the factual situations presented by
Advisory Opinion 1985-14 and MUR 2116. The General Counsel
specifically noted that the mailer described in Advisory Opinion
1985-14 contained the word "Republican" and a list of campaign’
contributors to a named representative while the mailer in MUR
2116 did not. These are, however, distinctions without a
difference.

With respect to the first suggested diffefence, Advisory
Opirion 1985-14 required only that there be a clearly identified
candidate; it did not require that there be a clearly identified

political party. The Advisory Opinion tracked the statutory

8/ If the NRCC had any doubts regarding the plain
applicability of Advisory Opinion 1985-14, it could have
requested an advisory opinion on the matter. The Commission
would have then been required to make such a request public, to
accept public comments and to issue a public opinion. Instead,
the NRCC proceeded to channel money to a group with an innocuous
name, the Rhode Island Citizens for Accountability in Government.
This group, consisting of two local Republican Party activists
and apparently in consultation with the NRCC, put out the mailer
in its own name. There was no mention of the NRCC on the mailer,
even though the NRCC seems to have provided the funding and
cleared the text.
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language which speaks in terms of "expenditures in connection

with the general election campaigns of candidates for Federal

office." 2 U.S.C. §441a(d)(1l) (emphasis added). In both
Advisory Opinion 1985-14 and MUR 2116, there is a clearly
identified candidate. If the mailer in MUR 2116 had not
contained a reference to a clearly identified candidate, and had
only contained a reference to a political party, the disbursement
made for such a mailer would not be allocable under §441a(d)(3).
However, the mailer in MUR 2116 attacked a clearly identified
candidate and, thus, the expenditure for the mailer is allocable
under §441a(d)(3).

Moreover, there is clearly no requirement that the name of a-
major political party must be present in order for there to be an
"electioneering message." Under that construction, a party-
funded mailer could avoid being considered an expenditure subject
to limitations so long as it avoided the magic word, i.e., the
name of the opposing political party. Certainly, such an absurd
result has no foundation in either the Act or the legislative
history.

With respect to the second difference posed by the General
Counsel we similarly note that there is nothing in Advisory
Opinion 1985-14 which requires that there be an explicit
reference to political campaigning in the mailer at issue.
However, to the extent that there was a reference to political
campaigning in Advisory Opinion 1985-14, i.e., a listing of

campaign contributors, there was a like reference in MUR 2116.




The NRCC funded mailer specifically alluded to political
campaigning When it stated:

In past years, public officials of both political
parties have given the public a complete financial
accounting of themselves.

Some who come quickly to mind are Richard Israel
when running for Attorney General, John Hawkins
for U.S. Senate, Joseph Garrahy for Governor,
Vincent Cianci, Jr. for Mayor of Providence, and
incumbent Mayor, Joseph Paolino, Jr.

(emphasis added). Plainly, the mailer's recitation of candidates
"running for" election to various federal, state and local
offices, is an election-related reference. The mailer further
states that Representative St Germain must disclose his taxes and
finances because "[t)o do otherwise would bring an end to our
efforts to rid our government of corruption and those who seek

personal gain." Analyzing this statement about ridding the

government of corruption, the General Counsel correctly found

that it "is a reference to an election in that one way to remove
Congressman St Germain would be to vote him out of office.”

MUR 2116, General Counsel's Report at 7.

(2)

After discussing the similarities and differences present in
Advisory Opinion 1985-14 and MUR 2116, the General Counsel
applied the Commission's two part test. First, the General
Counsel found that there was a '"clearly identified" candidate.
As noted above, '"'[t]he Rhode Island Citizens mailer identified by

name a specific Democratic representative, Fernand St Germain,
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just as the DCCC proposed to name a specific Republican
congressman in its AO request." Id.

Second, after considering the context in which the mailer
was made and the actual text of the mailer, the General Counsel
concluded that just as there was an electioneering message
present in Advisory Opinion 1985-14, "[s]imilarly, the Rhode
Island Citizens mailing conveys an electioneering message thus
constituting a section 441a(d) expenditure by NRCC." 1Id. at 7.
That the mailer conveyed an electioneering message was reinforced
by statements from the NRCC field representative for 100 House
races for the northeast region of the country. After observing
that St Germain's congressional district was "one of 10 on which.
he [was] concentrating,"” the NRCC representative acknowledged
that "my job is to do whatever I can to get Republicans elected
to Congress and I choose vulnerable seats and I think Freddy St
Germain is more vulnerable than many people realize."

Providence Sunday Journal, Oct. 20, 1985, reprinted in MUR 2116,

General Counsel's Report, Attachment 1 at 19. The NRCC
representative further acknowledged, "Any time we have a chance
to do something, we're going to do it." Less than two months
after this interview, the NRCC-funded mailer was distributed
throughout Representative St Germain's congressional district.

We believe that the General Counsel properly applied the
same two part test in MUR 2116 which was applied in Advisory
Opinion 1985-14. 1In our opinion, the General Counsel correctly

recognized that in both mailers there was a 'clearly identified"
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candidate and an "electioneering message." Accordingly, we agree
with the General Counsel's recommendation to find reason to

believe that there was a violation of 2 U.S.C. §441a(d).

C.
Our decision that the NRCC expenditure for the St Germain
mailer is allocable under §441a(d) rejects the notion that the
NRCC was engaging in some form of non-election activity. The
primary purpose of political parties and the congressional
candidate committees such as the National Republican
Congressional Committee, is to support their party's candidates
and oppose the candidates of the rival party. Moreover, a.
finding that the expenditure by the NRCC in MUR 2116 was not
allocable under §441a(d) would create a serious loophole in the
§441a(d) limitations on party expenditures on behalf of
congressional candidates.
The goal of a political party is to win elections. The Act
reflects this basic understanding when it defines "political
party" solely in election-related terms:
The term "political party" means an association,
committee, or organization which nominates a
candidate for election to any Federal office whose
name appears on the election ballot as the
candidate of such association, committee, or
organization.

2 U.S.C. §431(16). The courts have similarly noted that "[t]he

party's ultimate goal...is to obtain control of the levers of

government by winning elections...." Nader v. Schaffer, 417
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F.Supp. 837, 844 (D. Conn. 1976), aff'd. mem., 429 U.S. 989
(1976). See also Rosario v. Rockefeller, 458 F.2d 649, 652 (2d

Cir. 1972), aff'd., 410 U.S. 752 (1973) (a political party is
composed of "individuals drawn together to advance certain aims
by nominating and electing candidates who will pursue those aims
once in office."). Finally, a standard dictionary defines a
party as "an organized group which tries to elect its candidates
to office.” Webster's New World Dictionary, College Edition
(1966).

Respondent NRCC was organized specifically to support
Republican Party candidates for elections to the United States
House of Representatives. The NRCC's primary activity is
fundraising and the subsequent expenditure of those funds in’
connection with House races.

The NRCC is composed of party and political professionals.
Their job is to win elections for House Republican candidates
and, conversely, to defeat the Democratic candidétes. Surely it
would be naive to think that such political activities as the St
Germain mailer "are motivated at these levels by some academic
interest in 'democracy' or other public service impulse." See

Elrod v. Burns, 427 U.S. 347, 385 (1976)(Powell, J., dissenting).

As the NRCC readily acknowledges, its primary purpose is to '"do
whatever [it] can to get Republicans elected to Congress.'"

Interview with NRCC Field Representative, Providence Sunday

Journal, Oct. 20, 1985, reprinted in MUR 2116, General Counsel's

Report, Attachment 1 at 19.
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The purpose and effect of the NRCC funded mailer in MUR 2116
are palpable. Indeed, how can anyoﬁe, familiar with the
operation and purposes of political parties, conclude that a
mailer funded by the NRCC, clearly identifying by name a
Democratic incumbent Representative, targeted to the
Representative's district, attacking the record of the
Representative, and distributed less than a year before the
general election, was not "in connection with'" a federal
election.

Moreover, to exempt such activity as the anti-St Germain
mailer from the §441a(d) limitations would create a large
loophole in §441a(d). Through that section, Congress sought to
"allow the parties to play a strong role in the electoral
process, while at the same time assuring that limitations are
placed on their activities."” H.R. Rep. No. 93-1239, 93d Cong.,
2d. Sess. 157 (1974)(supplemental views of Rep. Frenzel). The
Congress's recognition of the need to impose some limitation on
party activity is clear from the legislative history. At one
point, the Senate passed an amendment proposed by Sen. Brock that
would have exempted committees such as the NRCC from the Act's
expenditure limits. 120 Cong. Rec. 8S5189-S5191 (daily ed.
Apr. 3, 1974). The Senate reversed itself, however, five days
later. 120 Cong. Rec. S5411-S5415 (daily ed. Apr. 8, 1974),
Successfully urging repeal of the Brock amendment, Senator Clark

noted the "loophole" created by the Brock amendment and stated,
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"To permit unlimited expenditures would be a serious mistake."
120 Cong. Rec. S5413, S5414 (daily ed. Apr. 8, 1974) (remarks of
Sen. Clark).

The importance of MUR 2116 is clear. The §441a(d)
limitations will become virtually meaningless if precedent is
ignored and targeted party expenditures such as the NRCC funded
mailer are allowed to be masked under the guise of generic non-

election related activity.

Iv.

The rule of law depends in large part on adherence to
precedent. Fidelity to prior rulings takes the capricious
element out of law and provides stability and uniformity to the
decision-making process. It is only through an adherence to
precedent that an institution may "transcend the moment" when
facing the difficult problems which often confront it.

Green v. United States, 355 U.S. 184, 215 (1957).

In MUR 2116, the Commission abruptly ignored clear
precedent. As a result, *he Commission finds itself in an
untenable position. There is simply no adequate justification

for concluding that the activities of the Republican Party in MUR

2116 do not constitute expenditures subject to the limits of
§441a(d), but that similar activities, when proposed by the

Democratic Party in AO 1985-14, would constitute expenditures

subject to §441la(d) limitations.




Consistent with the Commission's prior rulings in Advisory
Opinions 1985-14 and 1984-15, we agree with the Commission's
General Counsel that there is ''reason to believe that the NRCC

and RNC violated 2 U.S.C. §441a(d)."
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FEDERAL ELECTION COMMISSION

WASHINGTON, D C 20463

May 13, 1988

Roger Allen Moore, Esquire
Chief Counsel

Republican National Committee
210 First Street, S.E.
Washington, D.C. 20003

MUR 2116

Republican National
Committee and
William J. McManus,
as treasurer

Dear Mr. Moore:

By letter dated June 17, 1986, the Office of the General
Counsel informed you of determinations made with respect to the
complaint filed by the Democratic Congressional Campaign
Committee against the Republican National Committee and William
J. McManus, as treasurer. Enclosed with that letter was a copy
of the General Counsel's Report.
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Enclosed is a statement by Commissioners Elliott and
Josefiak explaining their votes in this matter and a statement of
Commissioners McDonald and McGarry explaining their votes. These
documents will be placed on the public record as part of the file
in MUR 2116.

380 4

If you have any questions please contact Lee Andersen at
376-5690.

Sincerely,

SAh e N0 é’-/e‘\(\?’é@’\

Lawrence M. Noble
General Counsel

Enclosures




FEDERAL ELECTION COMMISSION

WASHINGTON, D.C 20463 May 13, 1988

Jan W. Baran, Esquire

General Counsel

Benjamin L. Ginsberg, Esquire

Legal Counsel

National Republican Congressional
Committee

320 First Street, S.E.

Washington, D.C. 20003

MUR 2116

National Republican
Congressional Committee
and Jack McDonald, as
treasurer

Dear Messrs. Baran and Ginsberg:

By letter dated June 17, 1986, the Office of the General
Counsel informed you of determinations made with respect to the
complaint filed by the Democratic Congressional Campaign
Committee against National Republican Committee and Jack
McDonald, as treasurer. Enclosed with that letter was a copy of
the General Counsel's Report.

Enclosed is a statement by Commissioners Elliott and
Josefiak explaining their votes in this matter and a statement by
Commissioners McDonald and McGarry explaining their votes. These
documents will be placed on the public record as part of the file
in MUR 2116.

If you have any questions please contact Lee Andersen at
376-5690.

Sincerely,

W“”\o‘ﬁ/&Q K

Lawrence M. Noble
General Counsel

Enclosures
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FEDERAL ELECTION COMMISSION

WASHINGTON, D C 20463

May 13, 1988

Robert G. Flanders, Esquire
Edwards & Angell

2700 Hospital Trust Tower
Providence, R.I. 82903

Re: MUR 2116
John A. Holmes, Jr.

Mr. Flanders:

B{ letter dated June 17, 1986, the Office of the General
Counsel informed you of determinations made with respect to the
complaint filed by the Democratic Congressional Campaign
Committee against John A. Holmes, Jr. Enclosed with that letter
was a copy of the General Counsel's Report.

Enclosed is a statement by Commissioners Elliott and
Josefiak explaining their votes in this matter and a statement by
Commissioners McDonald and McGarry explaining their votes. These
doc:g:n;ilwill be placed on the public record as part of the file
in 6.

If you have any questions please contact Lee Andersen at
376-5690.

Sincerely,

\{;:ZZZLVQAL4~¢,L*—j>)/f-yqé'QL@“(;%é%

Lawrence M. Noble
General Counsel

Enclosures




FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463 May 13, 1988

Robert F. Bauer, Esquire
Perkins Coie

1110 Vermont Avenue, N.W.
Suite 1200

washington, D.C. 20005

Re: MUR 2116

Dear Mr. Bauer:

By letter dated June 17, 1986, the Office of the General
Counsel informed you of determinations made with respect to the
complaint filed by your clients against the following persons:
National Republican Congressional Committee and Jack McDonald, as
treasurer; Republican National Committee and William J. McManus,
as treasurer, and John A. Holmes, Jr. Enclosed with that letter
was a copy of the General Counsel's Report.

Enclosed is a statement by Commissioners Elliot and Josefiak
explaining their votes in this matter and a statement of
Commissioners McDonald and McGarry explaining their votes. These
documents will be placed on the public record as part of the file
in MUR 2116.

If you have any questions, please contact Lee Andersen at
376-5690.

Sincerely,

e YV Vo A’&C‘;’/

Lawrence M. Noble
General Counsel

Enclosures




