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SENSITIVE . 

TO: The Commissioners 
Staff Director 
Deputy Staff Director 
General Counsel 

Office of the Commission Secreta FROM: 

DATE: August 7,2002 

SUBJECT: Statement Of Reasons for MURs 4530 and 4531 -:DNC 
Services Corporation/Democmtic National Committee and 
its treasurer. 

Attached is a copy of the Statement Of Reasons for MURs 4530 

and 4531 signed by Chairman David M. Mason, Vice Chairman Karl J. 

Sandstrom, and Cornmissloner Bradley A Smlth. 

This was received in the Commission Secretary's Office on 

Wednesdav. Auaust 7.2002 at 11:21 a.m. 

cc:. Vincent J. Convery, Jr. 
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FEDERAL ELECTION COMMISSION 
WASHINGTON. D.C. 20463 

BEFORE THE FEDERAL ELECTION COMMISSION 

) 
DNC Services Corporation/ 1 MURs 4530 and 453 1 
Democratic National Committee and 1 
its treasurer 1 

STATEMENT OF REASONS 

L Backmund 

In this matter the Office of the General Counsel recommended that the 
Commission find probable cause to believe that the'DNC Services Corporation/ 
Democratic National Committee and its tregsurer CPNC") violated 2 U.S.C. 09 441b(a) 
and 441f with respect to $106,500 raised in Contributions h m  individuals rehibursed by 
the Intemational Buddhist Progress Society, Inc., dlwaHsi Lai Buddhist Temple (the 
Temple"). Instead, on May 8,2001, by a vote of 5-1, the Commission voted to find 
probable cause to believe that the DNC violated Sections 441b(a) and 441f with respect 
to $SS,OOO of the $106,500', thereby rjecting the Office of the Genml Counsel's 
mommendation as to the remahing $51,500 snd pmnpting this statement. This 
Statement of Reasons provides the rationale for the Commission's conclusion that there 
was insufficient evidence that the DNC h e w  that this $51,500 in contributions had been 
reimbursed by the Temple and related persons? 

... 

'caramiuionm ~ ' M C D O M M ,  sui* ~hosllar md wold voted afhmtively for the da~isiop vice 
C h i n r n n S a n d s ~ ~ b e c a u s e  he didnot fmdthe evidence supported rprobeble muse tobelieve 
tiding. However, Vice Chaimm Sandsam concurs in this statement explrining thm wu insuf€icient 
evidesrce as to the 551,500 in colltributions at issue h. 

has taken a number of previous retiom in dris matter. On April 4,2000, the cormnusl - %(3nmmsm 
voted to find probable cause to believe that the Temple's Master Wing Yun knowingly and willfully 
violated 2 U.S.C. 00 441b(a) and 441f thou& thew of conduits to make corposrtc conuibutioas. The 
Conxnission voted to find probable cause to believe tbu the Temple, Suh Jen Wu (Tzu Jung), a d  Yi Chu 
knowingly urd willtirlly violated 2 U.S.C. 05 441b(8) and 441f through the use of conduits to make 
colpomte contributions of tieden1 firnds and to frnd probable cause to bclicve that the Temple, Muter 
Hsing Yun, Suh Jen Wu (Tzu Juag), md Yi Cbu vbbtd ZU.S.C. 5 Mlb(8) by failing to obtain advance 
payment for food services it provided in cosmcction with the April 1996 Dcmocratie National Committee 
Iunchconhefdat the temple. 'Ihc Commission also votcdto find probable cause to b e k  that Man Ho 

coacriinr of drderrl funds. On January 11,2001, the Conmission, by a vote of 5-1, voted to find 
probable cause to believe that J o b  Huang knowhgly reocptcd or received h m  the T q l e  Sl00.000 in 

-on . .  

knowingly md willfirlly viohad 2 U.S.C. 0 441f in ~ C c t i O s I  with the w of coprduits to mrke cosponte 
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The Act provides that no person shall make a contribution in the name of another 
person or knowingly permit his name to be used to effixt such a contribution, and that no 
person shall knowingly accept a contribution made by one person in the name of another 
person. 2 U.S.C. 6 441f; 11 C.F.R..# 110.4(b). The Act prohibits corporations fiom 
making contributions in connection with f m  elections and political committees are 
prohibited b m  knowhgly accepting such contributions. 2 U.S.C. 0 441 b(a). 

DNC Vice Chairman for Finance John Hung organized an event at the Hsi Lai 
Buddhist Temple to be held on April 29,1996. Previously, Master Shing Yun, the 
Temple's leader, had invited thewvice President AI Gore to the Temple in a meeting 
between the two requested by Huang. Huang worked with Maria Hsia to coonibate the 
event! Hsia and Huang knew each other since 1987, and she worked with him to raise 
fiurds for a number of federal candidates. Hsia, an immigration consultant, also had ties 
to the Temple; she provided immigration services for the Temple through her h. 
Huang encouraged Hsia to become a member of the DNC Finance Board, she agreed, and 
raised contributions for the Temple event to meet the $350,000 board member goal. 

The DNC d v e d  S106,SOO in contributions raised by Huang and Hsia related to 
the Temple event that were reimbursed by the Temple and therefore impermissible. 

The reimbursements followed a general pattern in which Maria Hsia 
would contact Man Ho, a Temple nun with administrative duties, and ask 
for a contribution of a sum certain in connection with a particular political 

contributions made in the ~ n r  of mother in violation of2 U.S.C. 0 441f On January 11,2001, the 
Chdssion, bya v o ~ e  of6-0, votdto find probable causetobelicve that Job H u n g  bwingly 
or received c0-w contributions in the amount of S90,OOO in violation of 2 U.S.C. 1 441b. On May 8, 
2001, by a vote of 6-0, the Commission voted to find probable caw to believe &at the DNC violated 2 
U.S.C. # 44 1 b by accepting pa- totaling S4.424 &om the Tcmple foa cxpeoses, plus additional 
indeterminable amounts for UIC of the ficility in w d n  with the A@ 29,1996 event there. 
%e firll context of the Tcmple event appears in the General Counsel's Brief in MUR 4530 dated January 
22,2001 ("Brief') at 72-84. The Briefrcfmnces the abundant infbnnation concellling the Temple event, 
as devcloped by the Commission's investigation and the U.S. Senate Connnittee on Govcmxmtal Affairs' 
investigatbn of illegal or improper Actinties in Connection with 1996 Fedeml Ekt ion  Campaigns, S. 
Rep. No. 167,10SL Cong., 2d Sers. (1998) a d  the US. H o w  Committee on Government Reform and 
Oversight's report Investigation of Political Fundraising Improprieties and Possible Violations of Law - 
Intcrin, Report, H.R Rep. No. 829,105* CoiSg., 2 d S s .  0998). 
' On March 2,2000, Maria Hsia was convicted of five counts of causing the submission of materially false 
statements to be filed witb the Connnissian, two of the counts arc related to contributions to the DNC 
reimbuned by the Temple. Hsia was rentcnccd to 90 days home detention and a fun of $5,300. As of tk 
rime of this writing, her appeal is pending. UnitedStutts v. Hsia, D.C. Cir., No. 01-3101, arguedNw. 14, 
2001. 
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fundraising event. Man Ho would communicate Maria Hsia’s request to 
the Temple’s Abbess, who would approve a check request form prepared 
by Man Ho. Man Ho would then give the completed bxm to Yi Chu, a 
nun who was the Temple’s and chief hancial officer. h most 
cases, Yi Chu would then approach monastics or devotees who had 
personal checking accounts and request that they Write checks in the 
requested amounts. In some instances, Yi Chu would herself fill out the 
payee line. Within a very short time, Yi Chu would reimburse the check- 
writers in fhll fmm the Temple’s corporate funds fbr the amounts of the 
checks they had written. 

Brief at 73 (citations omitted). This scheme was used beginning in 1993 up to and 
including the 1996 Temple event. Id. At 74. 

By the day of the April 1996 event, $45,000 had been &sed. Of this amount, 
$10,000 had been made by individual contributors who were reimbursed by the Temple. 

[A] total of W5,000 was raised h m  Temple devotees, including S10,OOO 
in cash donated by two devotees who wished to remain anonymous. Yi 
Chu reimbursed three conduits, Jou Sheng, Shiwen Teh ( W a  Melissa 
Wang), and Hsin Cheng Shih, who wrote checks totaling $10,000 to the 
DNC to Bccount for the $10,000 that had been donated in cash by the two 
devoteescited above The DNC disclosed these three contributions as 
received on April 30,1996, the day afterthe Temple event, and deposited 
them into the federal account. The DNC check tracking forms for each of 
these three conduit contributions list John Huang as the “DNC Contact” 
ami Maria Hsia as the solicitor. 

Brief at 80 (fbotnotes and citations omitted). 

The DNC received two more Templereimbursed contributions relevant to this 
statement totaling $6,500: $1,500 h m  Hsiu Chu Lin on October 2,1996 and $5,000 
attributed to Maria Hsia on September 25,19%. Id. at 85. 

IV. Analysis 

The Commission could not properly conclude that the DNC should be held liable 
for the total amount of contributions reimbursed by the Temple. Although the entire 
amount of contributions raised in connection with the Temple event represents 
impermissible coprate  contributions made in the’nkne of another, for the Commission 
to find the recipient liable the DNC would have had to be shown to possess sufficient 
knowledge under 2 U.S.C. 0 441f (“no person shall knowingly accept a contribution 
made by one person in the name of another person”). As to $5 1,500 of the amount raised, 
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based on the evidence and other testimony available, the Commission concludes that the 
DNC did not know that this set of contributions had, in fact, been reimbursed. 

As it appeared h m  the face of each of these contributions checks, these 
contributions were made through proper individual contributors and there was no 
indication on the face of the checks that the contributors had, in fact, been reimbursed by 
the Temple. Nor was there other information apparently known to the recipient that these 
contributions were impermissible. In arriving at this conclusion, the Commission 
consideredihe knowledge of DNC Vice Chairman for Finance John Huang and Maria 
Hsia’s role in the Temple event. 

DNC Vice chairman John Huang was a DNC employee and agent of the DNC, 
thus his knowledge is attributable to the DNC. H u g ,  however, denied knowing that 
these particular contributions were reimbursed. FEC Deposition of John Hung August 
24,1999 at 530. His testimony and the other evidence available to the Commission 
indicates that H u n g  ‘bvho solicited and received the Temple-related checks on behalf of 
the DNC, had no knowledge whatsoever that any of these contributions had been 
reimbursed.” Brief of the Democratic National Committee in Response to the Brief of 
the General Counsel (“DNC Response Brief“) at 42. In fbct, Huang mpeatedly testified 
that he thought individuals associated with the Temple had the means to make 
contributions in these amounts. Hung Depo. at 473,516, and 529. Thus, the 
Commission could not properly find the DNC liable under Section 441 f for this set of 
contributions on the basis of John Huang’s knowledge. .The Commission, however, 
fiuther considered Maria Hsia’s role in the Temple event because the theory presented by 
the Office of the General Counsel concludes that “[iln [the3 circumstances of Huang’s 
complete reliance on Hsia, Huang, and through him the DNC, the recipient of the 
contributions, can be held liable for Hsia’s hdraising methods.” Brief at 87. Here, 
H i g  was alleged to have ‘hrcasonably turned a blind eye to the suspicious 
circumstances, choosing to rely upon Hsia as in effect his deputy.” Brief at 89 (fbotnote 
Omitted). 

Maria Hsia had a significant role in the Temple event and Huang relied heavily on 
her fundraising experience and her familiarity with the Temple to make the event a 
success. Although Hsia “almost certainly hew that the Temple was reimbursing these 
contributions,” Brief at 88, for a number of reasons her knowledge is not attributable 
through Hung to the DNC for the purpose of finding liability under Section 441 f here. 
Although Hsia had considerable connections to the DNC (she attended the January 1996 
meeting of the DNC Finance Board and raised contributions for several DNC events 
during 1996; Brief at 73), unlike Huaqg, shewas not a DNC employee. While she had 
been delegated a lot of the responsibility for the Temple event and was relied upon to 
represent the legality of checks that were received, Huang Depo. at 516, she was not 
asserted to be an agent of the DNC. Further, Hsia was criminally convicted, in part, for 
deliberately concealing h m  the DNC the true source of contributions. DNC Response 
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Brief at 42. Here, based on the available evidence, the C d S a i o n  could At properly 
hold the DNC liable on the theory that Mr. Huang unreasonably relied on Hsia, based on 
Hsia's status as a lay fimdraiser, her apparent positive steps to conceal the tme source of 
contributions, and, at the time, the seemingly reasonable trust Huang placed in her based 
on their previous associations. ' 

As to the two additional Templareimbursed contributions totaling $6,500 ($1,500 
b m  Hsiu Chu Lin on October 2,1996 and $5,000 attributed to Maria Hsia on 
September 25,1996), Brief a! 85, there was no evidence presented that establishes that 
the DNC knew that the contributions were made in the name of another, other than 
Huang's identification as the name on the DNC check tracking hxm for the contribution 

DNC knew that either of these contributions had, in fact, been reimbursed. 
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. attributed to Hsia From this infoxmation, the Commission could not conclude that the 

Based on the available.evidencc, the Commission could not properly conclude 
that the DNC was liable under 2 U.S.C. 00 441b(a) and 441f for 551,500 of the S106,SOO 
in contributions that were reimbursed. Thus, the Commission voted to find probable 
cause to believe that the DNC violated Sections 441b(a) and 441f with respect to 555,000 
of the $106,500, and in doing so rejected the Office of the General Counsel's 
recommendation as to the remaining $5 1,500. 

* ' 

August 5,2002 

Vice Chairman / 
Commissioner sfY 
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