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Subject: Complaint
Dear 8ir or Madam:

Enclosed, pursuant to section 11l1.4 of the Commission's
regulations, are three signed copies of a complaint filed by
Fred Meyer, Chairman of the Republican Party of Texas. Please
send me the original or coples of all correspondence regarding
this complaint.

Sincerely yours,
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September 12, 1989

General Counsel

o Bcn ommision MUR 299X

Washington, D.C. 20463

Subject: Complaint
Dear Sir or Madam:

The undersigned, Fred Meyer, Chairman of the Republican Party of Texas, files
this complaint pursuant to 11 CFR 111.4, based on a belief that a violation of the Federal
Election Campaign Act and the regulations of the Federal Election Commission has
occurred. This complaint is upon:

1) Facts which surfaced during the Dallas trial of three former savings and loan
executives who were sentenced to prison for illegally funnelling corporate contributions o
the East Texas First political committee, and

2) Facts reported by the news media, especially facts disclosed by Wall Street
Journal reporter Brooks Jackson in his book H.mdlﬂ. which clearly indicate the East

Texas First committee was not an independent committee, as it falsely represented to the

Federal Election Commission.
The name and address of the complainant are:

Fred Meyer

State Chairman

Republican Party of Texas
211 E. Tth Street, Suite 620
Austin, TX 78701

The complainant believes that the following persons and entities have violated the
Act and regulations:

Jim Chapman for Congress, and its treasurer.
East Texas First, a political committee, and its treasurer.

The Democratic Congressional Campaign Committee, and its treasurer.

Background

East Texas First, a newly-formed committee, filed a statement of organization with the
Federal Election Commission on May 28, 1985. It filed a termination report on March 26,
1986. This political committee existed for only 10 months and made expenditures in only
one race, the 1985 special election to fill a vacancy in the First Congressional District of
Texas. East Texas First raised and spent more than $100,000 in this special election and
never spent a penny in any other election or for any other purpose.

East Texas First has filed reports and otherwise represented to the Commission that its
expenditures were all independent expenditures, made in opposition to the candidacy of
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Republican Edd Hargett in the special Congressional election held June 29 (initial election)
and August 3 (runoff), 1985. In the runoff election, Democratic candidate Jim Chapman
defeated Republican Edd Hargett by only 1,933 votes.

The founder and chairman of East Texas First, Thomas Gaubert, has boasted (o reporters
that his committee's spending made Jim Chapman a Congressman. (See Exhibit E)
Gaubert is an active Democratic fundraiser with close ties to the Democratic Congressional
Campaign Committee, its then chairman, Tony Coelho, and then House Majority Leader
(soon to be Speaker of the House) Jim Wright.

East Texas First was clearly supported in large part, if not entirely, by illegal campaign
contributions. Three former savings and loan executives have been convicted and
sentenced to prison for conspiring to cause substantial contributions of corporate funds to
be made to East Texas First, in violation of 2 U.S.C. 441b and §114.2 of the
Commission's regulations. (See Exhibit A.) All three are former executives of
Commodore Savings Association of Dallas, whose executives contributed $25,000 to East
Texas First, a full one-fourth of the total amount East Texas First raised and spent in the
First Congressional District special election.

Position of Complainant

East Texas First was created and operated as part of an intensive national Democratic Party
effort to elect a Democrat in the 1985 Special Election in the First Congressional District of
Texas. East Texas First was attempting to deceive the Commission and the public when it
_falslcclg;lsuted in its organizational papers that it was not a single-election committee, which
it clearly was.

East Texas First was designed and operated as a vehicle for enabling the Democratic
Congressional Campaign Committee and the eventual Democratic nominee, Jim Chapman,
to evade federal election laws and the regulations of the Commission, including
contribution limits.

Far from the independent status East Texas First claimed in its representations to the
Commission, East Texas First in fact operated virtually as an arm of the Chapman
campaign, performing such mainstream campaign activities as telephoning pro-Chapman
voters to remind them to go vote, busing in volunteer workers and buying them food,
renting sound equipment and paying for mass mailings, radio commercials and newspaper
advertisements.

1. East Texas First was clearly not an independent committee, as it falsely
represented to the Federal Election Commission, but in fact operated as an arm of the
Chapman campaign, coordinating its efforts through the Democratic Congressional
Campaign Committee and Jim Wright and/or his staff.

Wall Street Journal reporter Brooks Jackson, in his book Honest Graft, disclosed that
Thomas Gaubent (Chairman of East Texas First) admitted he discussed his committee's
activities with members of the staff of the Democratic Congressional Campaign Committee,
a clear violation of regulations governing independent committees. Jackson goes on to
report that a member of the DCCC staff started to discuss East Texas First's activities at a
DCCC siaff meeting, but was warned not to talk about that by another staff member
because such knowledge and contacts are clearly illegal. (See Exhibit E.)

This contact, knowledge and discussion is in direct violation of Federal Election
Commission rules and destroys East Texas First's claims of independent status.
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In addition, testimony in the Dallas trial of three Commodore Savings executives indicates
an aide 1o then-House Majority Leader Jim Wright, leader of the Democratic Party in
Congress, had specifically solicited contributions for this supposedly independent PAC.
John Harrell, the Commodore Chairman, testified he helped funnel $25,000 to East Texas
First because Jim Wright asked for it. (See Exhibit B.)

The links between East Texas First and the national Democratic Party are clear. The
Chairman of East Texas First, Thomas Gaubert, was a former finance chairman for the
Democratic Congressional Campaign Committee and a major fundraiser for Jim Wright.
(See Exhibit H.)

Members of the news media were not deceived by the commitiee's declaration that it was
independent. Media reports uniformly and consistently reported that East Texas First was
organized and functioned for the of electing Jim Chapman to Congress. (See
Exhibits B,D,E,F,G and J.) Media reports were frequently cynical about the PAC's so-
called "independent” status; The Washington Post raised questions about East Texas First's
"independent” status (see Exhibit I) and Jackson, in Honest Graft, sarcastically noted "the
su {vindcpcndem operation meshed perfectly with Chapman'’s campaign and the
efforts of Wright's organization." (See Exhibit E.)

2. East First was organized solely to elect a Democrat to Congress in the
special election in the First Congressional District of Texas, yet it falsely
represented its nature and purpose to the Federal Election Commission to deceive the
Commission and the public.

East Texas First existed for only 10 months, from May 1985 until March 1986, raised and
spent a total of more than $100,000 in the special election and never spent a penny on any
other campaign or election. Except for a token contribution from its founder received prior
to its registration with the Commission, all of the committee's contributions were received
on or after June 19, just 10 days before the initial election. Its first expenditures were made
five days before the initial election, and were clearly designed to turn out the Democratic
vote to ensure a runoff. It raised and spent more than $100,000 during the 68 days
between its organization and the August 3 runoff. After the election, it discovered it had
$793.08 of left-over money, which it promptly distributed 10 its founder, Thomas Gaubert,
and disbanded. Yet East Texas First falsely represented to the Commission that it was a
general purpose committee, designed to support multiple candidates to public office. The
evidence is clear that from start to finish, East Texas First's only purpose was to elect a
Democrat to Congress in this special election.

The commiittee stated that its expenditures were made for the purpose of defeating Edd
Hargett in his congressional campaign. There is no evidence the committee or its
contributors had any special ideological or other reason for opposing Mr. Hargett, other
than that he was a Republican who stood in the way of electing a Democrat to Congress.

In fact, John Harrell of Commodore testified he helped raised $25,000 for the commitiee
without knowing who the candidates involved were, only that the election was important to
Democratic Majority Leader Jim Wright. (See Exhibit B.)

3. East Texas First was organized and operated to evade federal election
laws. Court testimony has clearly demonstrated East Texas First was funded largely, if
not entirely, by illegal corporate political contributions. The organizers of East Texas First
concocted their scheme to enable the Chapman campaign to benefit from these funds
without taking any responsibility for them. As part of this scheme, the committee
misrepresented its purpose to the Commission and falsely claimed that its operations were
independent.
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As previously discussed, the committee was neither a general purpose commitiee, designed
to support multiple candidates to public office, nor an independent committee. Because its
expenditures were not independent within the meaning of 11 C.F.R. 109.1(a) nor
authorized in writing by Chapman pursuant to 11 C.F. R. 102.13, the committee was
permitted to expend only $1,000 per election on Chapman's behalf. 11 C.F.R. 109.1(c)
and 110.1(b) (1). The committee exceeded this contribution limit by more than $98,000.

The Commission's rules require that those who receive illegal campaign contributions must
return them. The DCCC and the Chapman campaign, through a pattern of
misrepresentation, confusion and deception, have attempted to avoid responsibility for the
illegal activities of East Texas First.

Evidence is clear that many, if not all, of the contributions to East Texas First were illegal
corporate contributions funnelled through Texas Savings and Loans which are now
defunct. United States taxpayers are now, in effect, picking up the tab for these illegal
contributions through the plan to bail out the S&L industry.

Complainant believes the appropriate remedy is for the Commission to order the Chapman
campaign and the Democratic Congressional Campaign Committee to return the illegal
contributions to the FSLIC, and thus to the taxpayers who are footing the bill for these
illegal contributions.

This complaint is based on the facts set forth in the Exhibits and reports filed with the
Commission b{nEém Texas First, and such factual statements are, to the best of the
undersigned's knowledge, true and complete.
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1ST STORY of Level 1 printed in FULL format.
Copyright (c) 1989 The Washington Post
July 14, 1989, Friday, Final Edition

SECTION: FIRST SECTION; PAGE A9

LENGTH: 328 words

HEADLINE: Former SeL Official Sentenced to 15 Years
BYLINE: Special to The Washington Post

BODY:
A former top official of a failed Texas savings and loan was sentenced

Wednesday to 15 years in prison for conspiring to make $ 13%,000 in illegal
corporate campaign contributions through employees who were reimbursed by phony

travel expenses or raises.

In addition to the prison term, Robert H. Hopkins Jr. was sentenced to five
years' probation and ordered to pay $ 102,000 restitution to the Federal Savings
and Loan Insurance Corp. (FSLIC), according to David Jarvis, the U.S. attorney

in Dallas.

Hopkins's brother, E. Morten Hopkins, was sentenced yesterday to six
months in prison, 4 1/2 years' probation and ordered to make $ 102,000
restitution to the FSLIC. Robert Hopkins was chairman and Morten Hopkins
vice chairman of Commodore Savings Association of Dallas, which was placed in
federal receivership last year and was one of 15 thrifts sold in a federally

assisted bailout.

The Hopkins brothers each were convicted in May of all 47 counts in the
indictment. Their attorneys said they will appeal.

A third former Commodore official, John W. Harrell, was sentenced to six
sonths in prison, 4 1/2 years' probation and ordered to repay the FSLIC ¢ 4,000
for making a false entry in Cossodore's books to conceal the contributions.

One of the political action comsmittees that received illegal contributions,
€East Texas First Political Action Committee, was set up by a Democratic
fund-raiser who had close ties to former House speaker Jim Wright (D-Tex.).

David Farmer, a forser Commodore executive, testified in May that Harrell
said Wright had promised to kill legislation opposed by the thrift industry in
return for 8¢ 250,000 in contributions to another Texas congressman.

Harrell, however, testified that he never said Wright had guaranteed to kill
legislation in exchange for the thrifts' contributions. Robert Hopkins also
denied the existence of a deal but said an aide to Wright had specifically

requested $ 25,000 each from 10 Texas thrifts.

TYPE: NATIONAL NEWS

SUBJECT: COMPANY CHAIRMAN, PRESIDENT; BANKING INDUSTRY; FRAUD; TEXAS; PRISON
SENTENCES

LEXIS NEXIS LEXIS NEXIS
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ORGANIZATION: COMMODORE SAVINGS ASSOCIATION
NAME: ROBERT H. HOPKINS JR.; E. MORTEN HOPKINS; JOHN W. HARRELL

LEXIS NEXIS LEXIS NEXI



i

ﬂ‘ _.l

Poter R. Kenn

mm.m j .«mm_mmMmmmMm .
il : .mmmm
i i
_nmmmwm-mwu_mm

mmmm.am i
f m 833 m mmummmmm m m

im i
u I it dit

o il _mummm mMMmummummmuumm“mmm mmu

*_mm.m, w_m fyisas i MWN
mm “ mmmm E

m i mm m il il mm i _uw memmmm

m uuu__mmmu mumnmmm- mmu mmmﬁmm u u mmmWMMumwm“mumn

'I'UIIM
G. 0'Donnell

Ms. Hairell said the
because Jim
Telophene (313) 416-3000

Warrea H. Phillips, Chairman & President; Williass
L. Duan, Peter R. Kaan, Executive Vice Presidents:

iate Editor: |

Mr. Harris is a reporter for WFAA-TY

in Dallas.

Published since 1889 by
DOW JONES & COMPANY, INC.

Mﬂmlﬁm
390 Liberty Street, New York, N.Y. 10281,

Kenneth L Bureaga, James H. Ostaway Jr., Semior
Vice Presidents: Frank C Breese ﬂl.Am

Sterling E. Soderlind, Plannung. Cari M. Valenti,

THE WALL STREET JOURNAL.
Wiliam R. Clabby. Informanion Services.

Warren K. Phillips
Chairman & President

M
A

mmAm w
mm

. that

knowing

MM

l(r Cook's case at Onmmodare. his
corporate

therequest
ladder, donation became less of an option
and more of a demand.

donations were reimbursed

throagh fictitious expense claims. These

camouflaged fund transfers were also a
l‘;)hveennged

the S&L's chairman, mentioned
a Democratic congressional candi-

Bast Texas without even

Saviags. which was closed (n 1987. Two for-
mgs and loans, however. In a case re-
In the Commodore trial, defendant John

Harrell
be helped funnel $25,000 to a PAC sup-

practice at ancther Dallas S&kL, Veraon

wmm_mmﬁm ]

: m wmmwmm WMMMu
mmmmmmmm

political

illegally formed PAC. Dlrect

L
__ MM
,,me
N Y
Iy
am,mw
,_»nb
| o
e
(.8
y;.ru
__nm
: mm




e (N T PR R T T i e
w

Services of Maad Data Cerval e ‘6" w-ﬁ—fi?_c . -~. -

L = 5 it <

4TH STORY of Level 1 printed in FULL format.

Copyright (¢) 1989 Chicago Tribune Company;
Chicago Tribune

June 10, 1989, Saturday, NORTH SPORTS FINAL EDITION
SECTION: PERSPECTIVE; Pg. 9; ZONE: C
LENGTH: 884 words
HEADLINE: Once winners in Texas, now losers

BYLINE: By Richard Rothschild; Richard Rothschild, an assistant source editor
with The Tribune's national/foreign news desk, worked for four years for the
Houston Post

BODY:

As House elections go, this one wasn't very pretty. It was marked by huge
infusions of outside money, injudicious campaign rhetoric and the unfettered use
of political power for partisan advantage.

But in the summer of 1985 the special election in Texas' 1st Congressional
District was a very big deal. This was the first House race following Ronald
Reagan's smashing re-election victory in 1984, and Democrats were intent on
limiting GOP control to the White House and (at that tise) the Senate.

In light of recent resignations on Capitol Hill, this campaign deserves 3
final look; not so much for who won, but for wha financed the winning side: Jia
Wright and Tony Coelho.

The two men, both 1n the process of leaving the House, resorted to an
assortment of fundraising techniques to ensure that this conservative district
in the extreme northeast corner of Texas would stay in Democratic hands.

There was alsc Phil Gramm of Texas, a Democrat-turned-Republican who had just
won election to the Senate with nearly 40 percent of the vote. Gramm sought to
spearhead a drive that would convert conservative House districts represented Dby
Democrats into GOP strongholds. And what better place to start than Texas' 1st
Congressional District.

Between 1977 and 1985, this most western extension of the Deep South was
represented by Sam Hall, a conservative Democrat who had won re-election in 1984
without opposition. But after Gramm helped arrange for Hall to be appointed a
federal judge, he tabbed former Texas A&M quarterback Edd Hargett - who had
never held public office but who had high-name recognition - to be the GOP
nominee for the now-open congressional seat. Gramm viewed Hargett as a Southern
version of then-Rep. Jack Kemp of New York.

Things looked good for Gramm and Hargett. GOP money and consultants were
flowing into east Texas and local Democrats were divided.

But a few national Democrats had a score or two to settle with Gramm. They

considered him an arrogant weasel, particularly for passing along sensitive
House Democratic strategy information to the GOP when still a Democrat.
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The Democratic Congressional Campaign Cosmittee chairman was none other than
Tony Coelho, a master at generating funds for political fights.

In 1981, when many Democrats were cringing in the shadows of the first Reagan
landslide, Coelho brusquely told political action cosmittees that had backed GOP
challengers the year before: "The Democrats are in the majority, and you might
want to think about what is in your best business interest. Desocratic cosmittee
chairsen might not be happy to know you are trying to make them a ranking
minority member."”

Some called this political hardball. Others preferred the word extortion.

Along with Sen. Lloyd Bentsen of Texas, Coelho helped raise enough money to
ensure that Hargett would not win 50 percent of the vote in the open primary,
which would have given him Hall's seat automatically. Instead, Hargett had to
face second-place finisher Jim Chapmsan, one of several Democrats in the race,
in a runoff.

There also was campaign money heading toward Chapmsan from ancther source:
the East Texas First Political Action Committee. One of its most
interested observers was then-House Majority Leader Jim Wright.

Among Chapman's more generous supporters were eight Texas savings and
loans. Over a two-year period they gave more than $100,000 to the East Texas
First PAC.

Last month, testimony in the campaign finance violations trial of one of
those S&Ls suggested the donations were more than coincidence. A former
executive with Commodore Savings Assoclation testified that the bank officials
decided to contribute to Chapman after hearing that Wright would be
sympathetic to the plight of Texas S&lLs.

Wright would later oppose legislation that sought to increase deposit
premiums for many Texas S&Ls and would have granted federal regulators expanded
powers. He later supported a watered-down version of the bill.

Was there a quid pro quo? Did Wright send signals to the the Texas S&L peaple
that putting Jim Chapman in Congress would keep the feds away? Knowing how
Texas politics 1s often played and knowing, too, the enmity many Democrats felt
for Gramm, it is possible. Jim Wright, just like Tony Coelho, was playing to
Win.

Eventually, Hargett's inexperience caught up with him. He stumbled badly when
he said, "I don't know what trade policies have to do with east Texas" despite
the recent closing of the Lone Star steel plant in Morris County.

Chapman, who was now receiving plenty of financial help, closed the gap. He
won the special election by fewer than 2,000 votes, 51 to 49 percent.

Grasm, unable to round up a challenger against Chapman in 1986, retreated
from his vision of becoming a congressional kingmaker. Wright became speaker of
the House and Coelho majority whip - temporarily.

Wright and Coelho may be remembered more far their guestionable financial
decisions than their political acumsen. But as the 1985 race in Texas proved,

LEXIS NEXIS LEXIS NEXIS
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these boys were tough competitors. They weren't shy about resorting to offering

favors or threatening to twist a few arms to get what they wanted on election
day.

What they did wasn't very polished and it might not have always been legal.
But it was effective.

Just ask Phil Gramm.

TERMS: TEXAS; CAMPAIGN; FINANCE; BANK; CONGRESS; OFFICIAL; ELECTION

LEXIS NEXIS LEXIS NEXIS
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13TH STORY of Level 1 printed in FULL format.

' Copyright (c) 1989 Chicago Tribune Company;
Chicago Tribune

May 14, 1989, Sunday, CITY EDITION
SECTION: NEWS; Pg. 2; Z0NE: C
LENGTH: 975 words

NEADLINE: Former exec tells of gift to group linked to Wright
BYLINE: By Gary Marx, Chicago Tribune
DATELINE: DALLAS

BODY:
A former savings and loan executive testified in federal court in Dallas

Friday that he and other executives contributed a total of $25,000 to a

political action committee linked to House Speaker Jim Wright after the Texas

Democrat said he understood the industry's problems and that it needed “"to be
O treated fairly in Washington.”

But the executive, Robert Hopkins, denied an assertion by an earlier
—_ witness that in 1985 Wright promised to block legislation harmful to the savings
and lpan industry in exchange for campaign contributions.

»Jim Wright was a fellow who would listen to you and respond to you, which
was a difficult thing to achieve out of politicians," said Hopkins, who is one
3 of three former Cosmodore Savings Association executives on trial in Dallas for

what federal prosecutors say was a conspiracy by the savings and loan to evade
o election financing laws by channeling corporate contributions to political
campaigns.

nye felt that anything we did to help what would become the next speaker of
the House in Washington was important,” Hopkins added, referring to
L) contributions to the East Texas First Political Action Committee.

4 He said Commodore executives decided to contribute to the East Texas
First PAC, which was run by a close associate of Wright, after hearing Wright
speak sympathetically about the industry's problems at a 1985 meeting Oof about
100 Texas savings and loan executives.

At the time, the House Banking Committee was considering legislation that
would have hurt many of the country's fastest-growing savings and loans,
particularly in Texas.

The legislation would have increased their deposit insurance premium and
would have given federal regulatars nes enfaorcesent powers that would have
allowed them to crack down on risky investments by savings and loans.

Hopkins said he left the meeting thinking "that here again was a good
opportunity to get better involved in the political process and important things
that were going to affect our industry.”
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Hopkins, testifying in his own defense, appears to buttress Wright's claim
that he never agreed to block legislation in exchange for political
contributions from Commodore and other savings and loan executives.

But the testimony leaves open to question whether the contributions
influenced Wright not to firmly support legislation in 1985 and 1986 that would
hurt Commodore and many other financially strapped savings and loans. Wright
eventually supported a savings and loan bill passed by the House in August,
1987, after it was made more acceptable to the Texas savings and loan industry.

The embattled Wright is defending himself against charges Dy the House ethics
committee that he allegedly committed 69 violations of House rules.

And while the charges do not include accepting illegal contributions from
savings and loan executives, the allegation of a political payoff raised in
earlier testimony in Texas is one of several instances in which the speaker
a2llegedly used his political position to improve his personal finances.

In testimony last week, another formser Commodore executive, appearing for the
prosecution, said he was told in 1985 that Wright, then the Democratic majority
leader, agreed tao block legislation that would hurt savings institutions in
exchange for $25,000 in contributions from each of 10 Texas savings firms.

The executive, David Farser, said he was told of the deal by Commodore's then
chief executive, John Harrell.

Harrell, who also 1s a defendant in the trial, has refused to comment about
the allegation.

But two letters entered as evidence by the prosecution last week acknowledge
a total of 25,000 in contributions from several Comsmodore executives and their
wives to the East Texas First PAC.

The letters, which were signed by Harrell, indicated that the arrangement was
set up by Hopkins and Thomas Gaubert, head of the East Texas PAC and a major
democratic fundraiser who helped Wright raise mare than 81 million in a 1987
fundraising dinner.

In testimony Friday, Hopkins said he set up Commodore's financial
arrangement with the East Texas First PAC after hearing Gaubert and Wright
speak to the Texas savings and loan officials.

After Wright and Gaubert left the meeting, HoOpkins said, an unidentified
person "made a plea for Jim Wright on the East Texas PAC.”

At the meeting, Hopkins said several other savings and loan executives also
talked about contributing $25,000 per savings institution to the East Texas
First PAC, but he said he did not know 1f the total contributions reached

$250,000.
Hopkins sald he understood that Commodore's East Texas First PAC

contributions were going to be spent "for someone else in East Texas that was
important to Jim Wright's election to speaker of the house."

LEXIS NEXIS LEXIS NEXIS
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Although Hopkins did not nase the political race or the candidate, Federal
Election Commission records show that East Texas First PAC helped to
finance the campaign of Jim Chapman, a Texas Democrat who narrowly won a
special congressional election on Aug. 3, 1985.

Hopkins, who will continue his testimony Monday, denied prosecutors' claims
that he violated federal laws by trying to conceal his political contributions
and those of other Commodore executives.

But in testimony last week, several former employees said that Commodore had
taken money from their salaries and contributed the funds - under their own
names - to the East Texas PAC and another political action committee.

The witnesses said the company reimbursed them through bogus travel expenses
and salary increases, which prosecutors said allowed Commodore to illegally
Channel $135,000 to candidates between 1982 and 1986.

Corporations are prohibited from contributing money to a candidate or to a
political action committee.

The two-week-old trial is expected to end Thursday.

GRAPHIC: PHOTO: AP Laserphoto. House Speaker Jim Wright is fighting charges
that he violated House ethics rules.

TERMS: CONGRESS; OFFICIAL; PROBE; ETHICS; COURT; BUSINESS; EXECUTIVE
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even threatening to sus a House cellaagwe whe wouldn't
pay. The financial troubles of the studie were beseming a
serious preoccupation, but Franks and MeAuliffe assured
him that the losses could be more than offset by the better
than expected flow of money from donors. Franks was pro-
jecting, among other things, that he'd take in at least
$1 million in soft money from several large labor unions,
each pledged to give $200,000. “I'm not worried as much,”

said.
/cgandnud-ywmthompdbym.m
fund-raising event, a reception for Rep. Jim Chapman of

Texas aboard the yacht High Spirits, docked on the Poto-
mac near a row of waterfront restaurants. The ma-foot
craft—a small ship, really—was built in the Roaring Twen-
ties and reflected that reckless era's preoccupation with
conspicuous display of wealth. A promenade encircled the
main salon, which was furnished with plump sofas, orien-
tal rugs, and potted palms. It was launched in 1928, barely
a year before the stock-market crash that ushered in the
Depression. Now the High Spirits was once again main-
tained in gleaming condition by a full-time crew. It was
financed by Donald Dixon, 28 man with a taste for four-etar
restaurants and real-estate gambles.

Coelho himself made frequent use of the yacht to enter-
tain donors and lobbyists. He didn’t ask how the bills were
being paid, an oversight he wouid later regret. Chapman
was also getting free use of the yacht. The normal charter
fee was $2,000 per half-day, plus the cost of fuel and food,
which came to $1,234 for Chapman’s reception. The entire
cost was being absorbed, apparently illegally, by Dixon's
federally insured savings and loan, Vernon Savings and
Loan Association of Texas, to which the yacht skipper re-
mitted the bills. Vernon was in the process of collapsing
into insolvency; it would soon be taken over by federal
regulators accusing Dixon of plundering and wasting it
assets through high living and mismanagement and driv-
ing it $350 million into the red. But as the liquor and money
flowed at Wednesday night's dockside fund-raiser, Coelho
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and Chapman were o their hest's legal prob-

lems.

Whan Chapman was later criticized for his free use of the
yacht, he insisted that he had never met Dixea or done any
favors for him. But he didn't reimburse Vernon. Instead, he
amended his campaign finance reports to reflect the recep-
tion as a $234 personal contribution from a lobbyist for the
Texas savings and loan industry, Durward Curlee, who
lived aboard the High Spirits when in Washington. Chap-
man's staff claimed his use of the yacht was authorized
under an election-law provision allowing volunteers to do-
nate use of their personal residences.

Chapman, like McCioskey, owed a debt to Coelho. The
Texan won it a year earlier in a special election that be-
came a nationally watched showdown. GOP party strate-
gists, hoping to demonstrate that conservative Southern
Democrats were ready to defect in big numbers following
Reagan's crushing defeat of the liberal Walter Mondale in
1984, tried to snatch a solidly Democratic district around
Texarkana Reagan made a federal judge of the Democratic
incumbent, opening up the seat for a free-for-all election in
1985. The Republican candidate, Edd Hargett, spent $1.2
million but lost narrowly to Chapman, who spent $540,000.
The defeat so demoralized Texas Republicans that now,
only a year later, they were giving Chapman a free ride to
re-election, having failed to field a candidate.

PACs were donating money to Chapman's campaign fund
anyway, to help retire his debts from the special election
and to get acquainted with a new House member who was
likely to remain for many years. During 19886 Chapman
reaped nearly $119,000 from PACs and paid off $130,000 in
personal indebtedness, either money he had lent directly to
his 1985 campaign or bank loans for which he had guaran-
teed repayment. Coelho considered giving $1,000 too, but
saved the money for campaigns that needed it

Later on Wednesday Coelho dropped off $1,000 for Rep.
Dale Kildee of Michigan. Kildee raised about $19,000 in PAC
money at a Coelho-sponsored party at the Democratc Club,
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saged a $730,000 campaign called “Operation Open Door”
¢ %t 100,000 eonservative Demecrass to re-register as
Republicans in Pennsylvania, North Carelina, Louisiana,
and Florida. And in Texas, the GOP arranged for a raid on
s congressional seat that Democrats had held for a century.
GOP Sen. Phil Gramm, a former Democrat himself, per-
suaded Reagan to open the seat for a special election by
sppointing the incumbent, Democratic Rep. Sam Hall, to b#

a federal judge shortly after the 1984 election. g

Gramm's candidate was Edd Hargett. He had never be-
fore run for public office, but he was still remembered
fondly in Texas as the quarterback who led the Texas A&M
football team to a Cotton Bowl victory in 1988. He played

football in New Orleans and Houston for seven
years after that. And he had plenty of money. Republican
donors from all over Texas and around the country sent
more than $1 million to his campaign. If the GOP won the
special election it would be concrete evidence that realign-
ment was really happening, and political psychology would
begin working in favor of Republicans. They would find
good candidates easier to recruit for 1986 races. Business
Jebbyists and PAC managers would be less timid about giv-
ing money to defeat entrenched Democrats. Gramm
brought in Lee Atwater, the GOP political consultant, to
supervise the Hargett effort. “This is a long shot,” he told
Atwater, “but we've really got nothing to lose.”

Coelho and Wright, however, had plenty to lose. A Demo-
cratic defeat would turn the momentum of the 1986 races
against Coelho, damaging his campaign to become Whip.
And a GOP victory in Wright's backyard would be espe-
clally difficult for him. “One of the issues in this race,” said
Lt. Gov. Bill Hobby a month before the election, “is whether
Jim Wright of Fort Worth, Texas, will be the next Speaker
of th¢ House of Representatives.” Coelho’s campaign com-
mittee staff worked on little else for several months, and
Wright became heavily involved in the race. Gaubert
meanwhile set up a political action committee called East
Texas First, headquartered in the Texarkana branch of a
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savings and loan association he owned. It was a curious sort
of PAC, in that it supported only one candidate in one House
race, then dissclved. Gaubert described himeelf as the
PAC's “informal chairman.” Later it would be reported that
some of the money may have been given illegally. A Wall
Street Journal story guoted a person familiar with the fund-
raleing drive as saying that directers of the Sunbelt Savings
Asseciation were sumsmened to a special directors’ meeting
for which they received fees intended to subsidize $1,000
contributions. Several donations from officials of that S&L
showed up at Gaubert's PAC the same day.

No PAC could legally spend more than $5.000 on the spe-
cial election unless it did so entirely independently of any
of the candidates or their agents. Gaubert's PAC was even
more limited; because it supported only a single candidate
the donation limit was $1,000. Yet Gaubert’s effort spent
nearly a hundred times that much, meanwhile touching
base with the staff of the DCCC, which was trying to direct
overall strategy in the race. “I talked to the D-triple-C about
ideas and s0 on and so forth,” Gaubert recalled. Such con-
tacts could be construed as destroying the independence of
his PAC and making his spending illegal. The briefings
Gaubert received may have been unauthorized. Once, at a
senior staff meeting, when an aide began reciting what
Gaubert was doing, Martin Franks cut him off and forbade
further discussion. As he recalled it later, Franks said,
“Goddamnit, we can't talk about this. We cannot be collud-
ing with them in any way, shape or form.”

In all, Gaubert’s PAC spent $gg,121 in support of Jim Chap-
man, a Democratic state senator who faced Hargett in the
election held August 3, 19g85. The money went for mailings
to old people, attacking Hargett as a Republican pension-
cutter. It also paid for a get-out-the-vote drive on election
day, designed to move Chapman supporters to the polls.
Gaubert claimed his spending made Chapman a congress-
man. “I think in the long run he would say that we made the
difference,” Gaubert said. Chapman won by only 1,933 votes
out of 103,407 cast. He was actually trailing ¢4 to 43 percent
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HEADLINE: Three Former Officials Of Texas S&L Indicted;
I1legal Campaign Contributions Allegedly Made

BYLINE: Ruth Marcus, Washington Post Staff Writer

BODY:

Three former executives of a failed Texas savings and loan were indicted
yesterday on charges that they conspired to make & 135,000 in illegal corporate
campaign contributions by orchestrating donations from employees who were then
reimbursed through pay raises or phony travel expenses.

The 47-count indictment, returned by a federal grand jury in Dallas, alleged
that the former executives of Commodore Savings Association conspired from 1982
through 1986 to funnel the i1llegal corporate contributions to two political
action committees (PACs).

Commodore was placed in federal receivership last month and was among 15
thrifts sold to an Arizona investor in one of the largest federally assisted
bailouts in the troubled S&L 1ndustry.

The indictment is one of a number growing out of efforts by a special bank
fraud task force within the Justice Department looking into the S&L industry.
Because S8L executives have been particularly active in political circles, their
ties to legislators and regulators -- including their political contributions --
have become a focus of the federal investigation.

In the Commodore case, one of the PACs that allegedly received illegal
contributions, East Texas First Political Action Committee, was set up by
Thomas M. Gaubert, a onetime S&L owner and active Democratic fundraiser with
close ties to House Speaker Jim Wright (D-Tex.). Last year, Gaubert was
acquitted of federal bank fraud charges.

Gaubert set up the East Texas PAC to back Rep. Jim Chapman (D-Tex.), who
was running in a hotly contested 1985 special election for a Texas House seat.
The PAC raised and spent & 100,920 in three months to support Chapman,
gathering numerous contributions from executives of thrifts that soon became
financially troubled, according to FEC records.

Recaords of contributions 1n excess of § 1,000 show $ 15,000 in contributions
from Commodore employees and another $ 10,000 from contributors who appear to be
related to the employees. The indictment alleged that John W. Harrell, a former
Commodore executive, sent $ 15,000 to the PAC in June 1985 and another $ 10,000
the next month.

In addition to Harrell, the indictment names Commodore's former chairman,
Robert H. Hopkins Jr., and Hopkin's brother, E. Morten Hopkins.

LEXIS NEXIS LEXIS NEXIS




PAGE 24
(c) 1989 The Washington Post, January 13, 1989

It alleges that the men conspired to defraud the federal government by asking
“selected employees” of the savings and loan and predecessor thrifts also under
their control to serve as "conduits” for contributions to a political action
committee set up by the National Mortgage Corp. of America (NMCA), of which
Robert Hopkins was a principal shareholder and chairman and his brother served
as president. NMCA later became Commodore Financial.

As detailed in the indictment, the employees -- on the understanding that
Robert Hopkins "had authorized full reisbursemsent ... for their contributions”
-- wWould sign authorization forms requesting that specified amounts be geducted
from their paychecks. The employees, who received pay increases to offset the
contribution or were reimbursed for travel expenses they did not incur, would
then, at the direction of Hopkins or others, sign documents requesting that
contributions be given to specific candidates, the indictment alleges.

Sometimes, the indictment said, those documents would be signed after a
particular donation, purportedly on their behalf, had already been made.

According to FEC records, among those receiving money from the PAC, known as
the National Political Action Committee, were Texas Attorney General Jims Mattox,
who received § 12,370 in 1982, and Rep. Charles Stenholm (D-Tex.), who received
$ 5,000 in 1983. NPAC operated from 1980 to 1984.

Lawyers for the Hopkins brothers did not return telephone calls. Harrell's
lawyer, William Hill, called the charges "a very minar and insignificant thing
in light of some of the other problems that have been going on here with some of

the other savings and loans. There's not any evidence that 1ndicates these
gentlesen did anything wrong."

Washington Post Staff Researcher Michelle Hall contributed to this story.
TYPE: NATIONAL NEWS

SUBJECT: CAMPAIGN CONTRIBUTIONS AND FUNDS; ELECTION LAWS; BANKING INDUSTRY;
INDICTMENTS

ORGANIZATION: COMMODORE SAVINGS ASSOCIATION; EAST TEXAS  FIRST POLITICAL
ACTION COMMITTEE

NAME: JOHN W. HARRELL; E. MORTEN HOPKINS; ROBERT H. HOPKINS JR.
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Free plane rides, luxury yachts, and cold hard cash: all the perks a

congressman's come to expect But they're investigating Jim Wright anyway-for the

peccadillos that cost thousands, not the :poor judgment' that cost billions.

NO ONE REALLY KNOWS how much the thrift-industry bailout is going to cost the

'O taxpayers, and the House ethics committee isn't going to help us find out.
Although Speaker Jim Wright is largely responsible for the extent of the current

~N crisis, his key role in precipitating the crisis is not even on the ethics
committee's agenda. But while the committee concentrates on the Speaker's

S bookpublishing deal, it is worth taking a look at his part in the SeL debacle.

The latest in a long string of embarrassing revelations came from L. William
~J Seidman, director of the Federal Deposit Insurance Corporation (FDIC), who
‘ recently told a group of journalists that Edwin Gray, former head of the Federal
™ Home Loan Bank Board (FHLBB), told him at the time that he "felt threatened" by
Wright. Gray (Seidman told the reporters) “"would come and weep on my shoulder
o about what he was being asked to do" on behalf of Texas thrifts, which,
according to this account, “went far beyond the normal representation® by a
o sember of Congress. Mright's phone calls to Gray are well docusented, and it 1s
- known that Fernand St Germsain, an ally of Wright's, canceled testimony by other
regulators i1n 1985 that would have made public both the extent of the crisis and
™ its roots in gross mismanagement; circumstantial evidence suggests that St
Germain did so0 at Wright's request. They also held up recapitalization of the
Federal Savings and Loan Insurance Corporation (FSLIC) for nearly two years,
leaving the regulators helpless to intervene while the S&L managers ran up
billions in new debt. It took the House 18 months to partially grant the Reagan
Administration's request to give the FHLBB the money that it needed to begin to
cope with the crisis. And while the House fiddled, the minimum cost of a
bailout rose from about 8 12 billion in July 1985 to at least $ 160 billioa
today.

Wright's loyalty to his friends in the Texas S&L industry was so steadfast that
he even cold-bloodedly indulged in homophobia, a mortal sin in the
liberal-Democratic lexicon. Paul Rodriguez of the Washington Times reported
last sonth that Wright threatened several times in 1986 and 1987 to reveal the
homosexuality of an FHLBB examiner unless board chairman Ed Gray fired the msan
and agreed to listen personally to the special pleading of Wright cronies.

Why would Wright engage in such distasteful activities? The reasons include the
use of a luxury boat, free airplane rides, and cold hard cash.

LEXIS NEXIS LEXIS NEXIS.
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THE CASH CAME from Thomas Gaubert, the bearded, cigar-chomping head of the
deeply insolvent Independent American Savings and Loan, who also served as
“finance co-chairman” of the Democratic Congressional Campaign Committee (DCCC)
in the mid Eighties. Federal Election Commission records show that between 1983
and 19846, Tom Gaubert, his brother Jack, their wives, Barbara and Caralyn, and
their children, Tom Jr., Michael, Paige, and Randy, dished out § 147,000 to
Democratic candidates for federal office. Key recipients included Senate
Finance Committee Chairman Lloyd Bentsen, Housing Banking Committee Chairmsan St
Germain, DCCC Chairman Tony Coelho, and of course Jim Wright, who was Majority
Leader at the time. Tom, Jack, Tom Jr., and Michael told the FEC that their
employer was Independent American, while Barbara and Carolyn said they were
housewives, and Paige and Randy listed themselves as students. Back in November
1985, the 19-year-old Michael did so well as an employee at Independent American
that he was able to generously hand over $ 7,000 to "The Jim Wright Appreciation
fund® in connection with "Jim Wright's Good Ole Cowtown Jamboree.” Now a student
at SMU, Michael has refused to comment on his astounding su ccess in the thrift
industry.

Gaubert also set up East Texas First PAC to help finance the special
election of Representative Jim Chapman in August 1985-the PAC donated ¢
100,920 to Chapman's campalign. This January, three Texas thrift executives
were indicted for conspiracy: they were accused of funneling bank funds to PACs
such as East Texas First by coordinating employee donations and
reimbursing them with pay raises and phony travel expenses. Meanwhile,

Chapman, norsally a conservative Democrat, has been known to switch his vote
at Wright's request-most publicly in support of Wright's 1987 tax-increase bill.
(Wright's enforcer, John Mack, virtually dragged Chapman back to the floor to
change his vote. See NR, Jan. 22, 1988.)

Another Texas thrift operator whom Wright tried to protect from Gray's troops
was Don Dixon, head of Vernon Savings & Loan. Dixon's corporate plane was
always at the disposal of Wright and other lawmakers; Wright's deputy chief of
staff, Phil Duncan, told the Washington Times in 1987 that the Speaker never
knew whose plane he was on, or who was paying for his ride-but, strangely,
Wright always knew where to find the plane and where it was going. Dixon also
docked his thrift's multimillion-dollar yacht, High Spirits, where it would do
the most good: on the Potomac a few blocks from Capitol Hill, where Democratic
fundraisers used it gratis. In June 1987, after American Banker reported
Dixon's largesse, the DCCC retroactively paid for the yacht charters and plane
trips by sending ¢ 48,150 to FSLIC, which had finally put Dixon's thrift into
receivership, confiscating its "assets' ,including a loan portfolio with a 96

per ¢ ent default line.

TO THE ethics coamittee, however, Wright's S&L antics prabably won't seem like
anything more than good old-fashioned constituent service slightly skewed by a
bout of "poor judgment." If Wright goes down, it won't be for manipulating
federal banking policy in exchange for support of the Democratic Party, but for
violating a few specific House rules, inclu ding:

«Dodging outside-income restrictions: Wright sold mast of the twenty thausand
copies of Reflections of a Public Man in bulk quantities, to lobbyists, labor
unions, corpaorations, and "personal friends."” Executives af the New England Life
Insurancc Company have admitted they spent & 2,000 on copies because the
Speaker's office told them to buy the book instead of paying an honorarium.
Wright pocketed $ 55,000 in royalties in 1985 and in 1986 while closely

LEXIS NEXIS LEXIS NEXIS'
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approaching the hongrarium ceiling both years.

¢Filing incomplete financial disclasures: In 1979, Wright and his wife formed a
partnership (Mallightco) with Texas developer George Mallick and his wife.
Until last March, Wright refused to list the underlying assets of the _
partnership as required by the 1978 Ethics in Governmsent Act. When he finally
amended his statements, they revealed that one of the partnership’'s principal
activities was buying and selling rough geastones

*the value of which is intrinsically uncertain until they are cut. The
possibility that he sold gemstones under arrangements similar to his Dook sales
is still under investigation.

*Accepting illegal gratuities: Congressmen are not allowed to accept gifts
totaling more than § 100 in a calendar year “"directly or indirectly, from any
person with a direct interest in legislation before Congress." While the favors
Hright received from S&L managers apparently don't cose under this rubric, the
Mallick partnership may. Mallick was also a partner in a Fort Worth development
project to which Wright tried to steer nearly ¢ 30 million in federal grants
(from a fund targeted to benefit the poor). And Mallick gave Wright the use of
a Fort Worth apartment from 1979 to 1985; after the arrangemsent was uncovered,
Wright moved to a luxury condo owned by the Mallicks, paying & 21 a night when
he and his wife stayed there.

*Mis relationship to William Carlos Moore. Moore has done far more than just
print and "market" Reflections. In a carefully prepared public response to the
ethics charges last June, Wright mentions payments-which he is not required to
disclose under pre-1975 ethics laws-to Moore for "extensive" services performed
during his 1974 campaign. Mark Johnson, a spokesman for the Speaker, now
contradicts that public statesent by claiming that these payments were
reimbursements for expenses incurred doing volunteer work. In any case, during
that 1974 campaign, Moore was a full-time federal staffer on the National Water
Quality Commission. Moore resigned from that job on March 26, 1975, the day he
was sentenced to six months for tax evasion-time he might not have had to serve
if he had been willing to tell federal investigators the names of the recipients
of money from a political slush fund he operated on behalf of Teamster Dboss
Jimay Hoffa. In September 1976, after leaving jail, Moore incorporated his fFort
Worth publishing company. Since then, Wright has paid him almost ¢ 700,000 in
campaign funds.

It's strange that these relatively minar infractions, which probably have only
cost the taxpayer a million here or there, constitute matter for investigation
by the ethics cosmittee, whereas the S8L mess will not but that's the way
Capitol Hill works today. The Wall Street Journal's Brooks Jackson calls it
Honest Graft in his new book on the subject. In February, Jackson revealed that
163 thrift-industry PACs sent nearly § 4.5 million to congressmen on the banking
committees in the last three elections. The men who accepted the money,
Democrat and Republican alike, write the rules by which the thrift industry

operates.

Al Capone was finally brought to book, not for murder or racketeering, but on
the relatively minor charge of tax evasion. If Jim Wright falls from his high
office-second in line to succeed the President-it will be for infractions af
House ethics rules, rather than for playing the Hill game and costing the
taxpayers billions.
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BODY:
A major Democratic fundraiser with close ties to House Speaker Jim Wright

collected large campaign contributions from Texas savings and loan executives,
Including one who said he was told that Wright would reciprocate by blocking
legislation that the executives opposed, accarding to information revealed in a
court case here.

Records filed in connection with a U.S. Justice Department criminal case
against three officers of Commodore Savings Association in Dallas say that
Commodore officials sent $25,000 in campaign contribytions to Thomas M. Gaubert,
lawyers involved in the case confirmed.

Gaubert, a former finance chairman for the Democratic Congressional Campaign
Committee and major fundraiser for MWright, rdllected the contributions on behalf
of the East Texas First Political Action Committee, which he had
organized. The committee used the contributions to support Wright's fellow
Democrats.

The emergence of Gaubert as a key figure in the fundraising effarts involving
the Cosmodore officials could pose major problems for Wright in the Texas
Democrat's efforts to counter a sweeping House ethics committee investigation
Into his finances and retain his post as speaker.

Just weeks ago, the ethics panel rejected a recommendation by its special
counsel, Chicago attorney Richard Phelan, to bring charges against Wright
because of his intervention with federal regulators on behalf of several Texas
savings and loan executives, including Gaubert.

At the time, the committee accepted Wright's argument that he was merely
reacting to constituents' complaints about mistreatment by Federal Home Loan

Bank Board officials.

But it is unclear if the committee members, who considered the charges in
Closed hearings, knew of Gaubert's involvement in the fundraising effort at
Commodore, or if the lawmakers knew about allegations that contributions to the

East Texas First Political Action Committee were linked to any political
deal involving the speaker and savings and loan legislation.
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The committee did charge Wright with 49 violations of House rules, including
allegations that Wright evaded limits on outside income by disguising speaking
fees as book royalties. Many of the allegations involve charges that Wright
mixed business and politics, using his clout on Capitol Hill to benefit friends
who had an interest in legislation.

Wright has denied any wrongdoing and is scheduled to present his defense
against the charges later this month.

The fresh allegations that Wright was involved in the political
contributions from savings and loan officials first surfaced Friday at the trial
of the Commodore officials, who face federal charges that they conspired to
conceal illegal corporate campaign contributions to various individuals seeking
federal, state and lucal offices.

On Friday, David R. Farmer, a former senior vice president and chief
financial officer at Cosmpdore, testified he was told in 1985 that Wright had
agreed to block legislation that would allow federal regulators to crack down on
many Texas savings and loans in return for campaign contributions.

Farmer, who didn't specify what legislation was allegedly involved, said that
10 savings and loans agreed to contribute $25,000 each to the East Texas
First Political Action Committee as part of the deal.

Farser said he was told about the deal by John W. Harrell, a former chief
executive officer at Commodore and one of the three Commodore executives on
trial in federal court in Dallas, according to reports from the trial. Harrell
and his attorney declined to discuss Farmer's testimony.

But they confirmed that the government had introduced into evidence two
letters from Harrell informing Gaubert that Commodore officials had contributed
$25,000 "as per" an agreement with Robert Hopkins, another forser Commodore
executive on trial.

Neither Hopkins nor his attorney could be reached for comment. The third
defendant in the case 1s Morten Hopkins, a one-time vice chairman of
Commodore's board. He, too, was unavallable for comment. Gaubert, who 15 not a
defendant in the Commodore case, also could naot be reached.

In testimony earlier last week, several former Commodore officials said that
Commodore Savings had deducted money from their paychecks that was then donated
under their names to the East Texas First Political Action Committee and
the National Political Action Committee, which was affiliated with Commodore.

The officials said they were later reimbursed for the contributions through
salary increases or false travel payments.

The government has alleged that the savings and loan funneled $135,000 to
candidates between 1982 and 1986. The alleged contributions would be illegal
under federal law, which prohibits corporations from giving money directly to a
candidate or a political action committee.

The two letters between Harrell and Gaubert were dated June and July, 1985, a
time when Rep. Jim Chapsan (D., Tex.) was involved in a hotly contested
special election in which Wright became involved. Chapmsan, whose campaign
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was heavily supported by the East Texas First Political Action Committee,
Won a narrow victory in August, 1985.

About one year later, Wright held up legislation that was opposed by the
Texas savings and loan industry. The legislation would have given the Federal
Home Loan Bank Board enough money and power to close down several financially
troubled savings and loans in Texas.

Some of the savings and loans involved played a major role in the crisis that
Sparked a proposal for a multibillion-dollar taxpayer bailout of the savings and
loan industry's deposit insurance fund. That legislation is pending in Congress.

At the time, Wright also was extensively involved in fielding complaints from
Texas savings and loan executives about the bank board's enforcement efforts.
Wright said he was attempting to ensure that the regulators were not
Iindiscriminately closing financial institutions in Texas.

At one point, he called Federal Home Loan Bank Board Chairman Edwin Gray and
requested an unprecedented review of the board's treatment of Gaubert, who had
been driven from the business by bank board enforcement officials.

The legislation that Wright held up eventually was passed by Congress in
1987, but only after it had been watered down.

In past interviews, Gaubert has said that he didn't request Wright to act on
his behalf. He said that Wright acted on his own.

TERMS: PROBE; CONGRESS; OFFICIAL; FINANCE; ETHICS; BANK
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BODY:
DURING THE high-flying days when he was owner of a Texas savings and loan and

an active Democratic fundraiser, Thomas M. Gaubert liked to shock his business
associates by describing in stark terms the importance of raising campaign funds
for politicians.

"I don't know why you're not involved in their (politicians'] business;
they're involved in our (expletive] business every day," he recalled saying. The
donations give you access, he said. "They give you a chance to have a forum when
you have a praoblem.”

Gaubert raised hundreds of thousands of dollars for Democratic causes over
the past few years, especially for causes cClose to the heart of Reps. Jis Wright
of Texas, now speaker of the House, and Tony Coelho of California, the majority
whip and formser head of the House Democrats' fundraising committee.

The congressaen later helped Gaubert and another Texas thrift owner get
special hearings with federal regulators, interfering with normal enforcesent
proceedings. And they helped write speclal "farebearance” rules for troubled
savings and loans into last year's legislation to recapitalize the fund that
insures thrift deposits.

Now, as the government and the thrift industry contemplate the growing
possibility that taxpayers will have to put up billions of dollars to repair the
damage, a review of the relationship between the Texas high flyers and the two
congressmen may be in order.

It is a story of access, of what happens at the intersection of politics and
money in the Nation's Capital. It is a tale of politicians who asked few
questions about the motives of fundraisers who had a problem, and of hardball
politics, where the stakes were personal fortunes and careers and in no small
part the financial health of the Southwest.

Wright's role in the Texas S8L crisis became an issue a year ago, soon after
he became speaker of the House, after it was leaked to the press that he had
intervened with Edwin Gray, head of the Federal Home Loan Bank Board, in behalf
of Gaubert, Donald R. Dixon, another Texas thrift operator in trouble, and a
third investor.

Gaubert was a long-time friend of a top Wright aide and had known Wright
himself for years.In fact, Wright interceded with regulators on Gaubert's behalf
without Gaubert's asking. Wright's intervention for Dixon whom, Wright says,
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he didn't know -- was prompted, at least in part, by a request from Coelho.

Wright and Coelho said in interviews that they feel they have been unfairly
criticized for their actions, that they were motivated by concern for the entire
thrift industry, not just for a few supporters. A review of the controversy
uncovered no evidence that Wright or Coelho received any personal financial gain
from the relationship. But Democratic Party causes did benefit from the Texans'
favors -- more than $ 100,000 in donations to a special House election in 198%
and nearly $ 50,000 in free use of planes and a yacht.

Gaubert, who was indicted last month for allegedly defrauding an Iowa thrift
in 1983, insists that his problems with regulators didn't trigger his increased
political activity over the past few years. He claimed in interviews that the
Reagan administration targeted Texas for special civil enforcement action to
divert attention from similar problems at California thrifts. He further
believes a special Justice Department task force in Dallas is out to get Wright
and targeted him, Gaubert, for criminal indictment because he is an active
Democratic fundraiser and 8 friend of the speaker.

Dixon, who didn't respond to a request for an interview, has been charged in
civil suits with defrauding Vernon Savings and Loan of Dallas of millions of
dollars he allegedly spent on personal pleasures ranging from a California beach
house to art and antigue cars to a tour of the great restaurants of Europe. He
has denied engaging in any fraudulent conduct. Last fall, -the federal government
spent § 1.3 billion to close Vernon down. Dixon has filed for personal
bankruptcy. More recently, two of Dixon's subordinat@s have pled guilty to
federal bank-fraud charges and are cooperating with the Justice task force.
Though the subject of the controversy 1s Texas, this is also a Washington stary.

The early 1980s were heady days for businessmen in Texas with the fortitude
for risk-taking. The Reagan administration's deregulation philasophy had helped
pass a landmark banking bill 1n 1982. Congress gave savings and loans new powers
to make loans beyond their original mandate to fund homeowners but didn't beef
up supervisory budgets. With Texas land and development projects considered by
many to be “can't lose" investments, many small S&Ls with aggressive leaderships
grew astronomically, with little oversight from federal examiners.

Gaubert, a Dallas homebuilder who says that his interest in politics dates
from his Minnesota boyhood as a backdoor neighbor of Hubert Humphrey, bought a
thrift of his own in 1982. He renamed 1t Independent American. Dixon, another
local homebuilder, bought controlling interest in Vernon the same year.

Gaubert said he got active in national Democratic politics in early 1983,
giving a $ 5,000 donation to Coelho for the Democratic Congressional Campaign
Committee in March and another donation for $ 7,500 in July. A year later, he
was an active Democratic fundraiser; Dixon at the time was a donor to the
Republican National Committee.

Gaubert found out in September 1984 that federal bank examiners were asking
the Justice Department to 1nvestigate questions about millions of dollars in
loans from the lowa thrift he was later accused of defrauding. At that time, he
said, he told Wright and Coelho about the inquiry.

By the spring of 1985, Gray's office was moving to tighten regulations on
state-chartered thrifts and Gaubert was being grilled by regulators about his
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lowa transactions. He was also increasing his political activity, not, he said,
because he was trying to curry favor in Washington but because the bank board
had run him out of his S8L. Gaubert's interest focused on Jim Chapman, a
Democrat running in a special election in east Texas. The race attracted
national attention because it was the first after Ronald Reagan's landslide
re-election. The Republican Party was pouring Dig money into the contest, hoping
it would symbolize a shift away from the historical Democratic majority in the
House. The Democratic Congressional Campaign Committee, which Coelho headed, was
limited to giving $ 50,000.

S0 Gaubert said, "I decided to make 3 difference. I formed the PAC, I raised
the money. I raised every dime that went into the PAC. I called everybody I
knew.*

He said he cited his own problems with Gray and the bank board in asking his
thrift colleagues for donations. "1'd say 'Look what the SOB is doing to se and
you're going to be next. If we don't get the Nazi (expletivel bastards out of
here they're going to destroy the whole industry.' *

The sales pitch had impressive results. The "independent expenditures"
committee he set up in May, called East Texas Ffirst, raised and spent &
100,920 in the next three months before the voting. Many on the list of donars
were executives of what soon became troubled Texas thrifts. For instance, Dixon,
his wife, and other Vernon officials donated ¢ 11,000. Ed McBirney, a Gaubert
friend and head of Sunbelt Savings, and his subordinates gave another & 22,000.

Independent expenditure committees are supposed to be totally separate from a
campaign, and Coelho said in an interview that he was careful to stay away from
East Texas First. Some Democratic strategists were concerned that
baubert's effort might have been coordinated with Wright's aoffice, through Phil
Duncan. Duncan, a top Wright aide, is such a good friend of Gaubert's that the
financier sometimes stays at his home and borrows his car when visiting
Washington. S5aid one Democratic aide, “The last thing we wanted was someone
charging the effort wasn't independent."”

East Texas First records show Gaubert paid most of the & 100,000 he
raised to two former Wright aides -- a woman in public relations and a3 man who
published a book of Wright's speeches. They spent it on printing, mailing and
media buys. One page of the East Texas First reports at the Federal
Election Commission 1s mistakenly labeled "Wright Appreciation Fund." Gaubert
and Wright aides explain that Duncan may have sent his friend sample FEC forms
that contained the Wright committee heading. They insist the East Texas effort

was independent.

That same summer, Texas thrift officials gave at least § 40,000 to the DCCC.
Dixon chipped in & 5,000, as did Durward Curlee, a Texas lobbyist who had been
hired by Dixon and some other high-flyers a year before to fight reregulation
efforts in Washington. In the fall of 1985 Dixon's High Spirits arrived on the

Potomac.

The High Spirits is the sister ship to the presidential yacht, the Sequoia.
"It was like something out of F. Scott Fitzgerald," Gaubert recalled. He said
Dixon was selling partnership shares in the boat, and he was interested. So he
started living on the boat when he visited Washington and using it to entertain
Coelho and other friends.
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Martin Franks, who was executive director of the DCCC at the time, recalls
that Coelho told him "Gaubert was bringing a boat up here and it would be
dvallable to us for fundraisers. We were constantly looking for locations to
give our friends an opportunity to be generous. So here came this boat, a truly
lovely and marvelous way to entertain, and we made use of it."

That November, Wright held a joint fundraiser in his home town of Fort Worth
that raised ¢ 1 million for his campaign and political action committees. Among
the donors were Gaubert's sons, who gave a total of $ 15,000, and Curlee, who
contributed s 7,000.

By the spring of 1986, when Texas was being rocked by a freefall of oil
prices, the High Spirits was back on the Washington waterfront. Gaubert was no
longer the man to see about reserving it for DCCC functions -- Curlee was,
according to Franks.

The boat was used to entertain Republicans as well as Democrats. Logs filed
in Dixon's personal bankruptcy proceedings in Dallas show Coelho was a frequent
guest. He used the boat twice in May, twice in June, once in July, three times
in August and once in September. Coelho alsa used Dixon's planes far trips to
and from the Nest Coast in August and September.

This was the background, when in September of 1986, Wright made his first
tall to federal bank board chief Gray -- a former public-relations man for a San
Diego thrift. Wright said he was concerned about overzealous regulators
harassing Texas thrifts. He referred specifically to Craig Hall, a Dallas real
estate syndicator who was being stymied in an effort to renegotiate & 2 billion
worth of loans by the conservator of a troubled California SéL.

When Gray balked, Wright pulled an cld-fashioned political power play. He
announced he was pulling the bill to recapitalize the Federal Savings and Loan
Insurance Corp. (FSLIC) off the House calendar. Aides to Wright said flatly that
the bank board's intransigence about Hall was part of the reason.

Gray quickly capitulated. Wright, who had known Gaubert far years and uas
aware of his battles with regulators, recalled that he then asked Gray to look
into the Gaubert case as well. Gray agreed to appoint a special counsel to look
Into Gaubert's complaints.

Gaubert says: “There's no way you can get around the fact that peaple who
come forward with money have access. I mean that's the real world. But I'll tell
you, I don't have any more access to Jim Wright than the precinct chairman that
supported him since 1954."

Wright a?rees that friends have access. "You're more likely, because we are

nat issune from human nature, we are more likely to pick up the phone and answer
a4 call from sosebody whose name we recognize, someone we've met, someone who
conjures up in our mind a pleasant thought.*

That fall Wright also started getting other calls for help. "I began to hear
lurid tales of caprice and arbitrary abuse of power by regulators . . . ." He
asked a longtime business partner from Fort Worth to look into the Texas thrift
situation.
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Around Thanksgiving, Wright got a request from Coelho to talk to Dixon,
another Texas thrift owner with a problem. Coelho said he doesn't call federal
authorities on behalf of donors. "I was very careful not to get involved in
their particular problems,” he said. "No agency logged me with a letter or
call." He said he probably called Wright and said, "Here's someone [Dixon] who
has a problem and you have to make a decision.” Wright said he took the call
because he was told 1t was urgent.

In early 1987, the new speaker backed only a 8§ 5-billion FSLIC bailout bill.
He changed his mind, he said, when Treasury Secretary James Baker appealed to
him to support a $ 15-billion bill. Congress finally settled on a $ 10.8-billion
bill, a figure critics say is woefully inadequate to handle the continuing
problea.

In March, Vernon was closed by the federal bank board. A month later, FSLIC
filed a civil racketeering suit against Dixon, charging him with fraud for
taking millions in bonuses. The suit charged Dixon "enjoyed extravagant
perguisites,” including a $ 2-million California beach house, $ 900,000 in art
works, and a ¢ 68,000 vacation in Europe -- all paid for by Vernon. It also
noted that of & 5 million in operating costs for its fleet of jets over three
years, Vernon collected only $ 82,000 in charter fees. With hindsight, Wright
said, he feels he might have been taken advantage of. "Sure, he [Dixonl
obviously or apparently has been an egregious example of a high roller who
milked his depositors and used it on high living with planes and things like
that.” Commenting on Wright's remark, R. S5tan Mortenson, who represents Dixon in
the civil suit, said that if someone believed everything alleged in the suit
"you can draw lots of 'apparent’' conclusions. But all that remains to be
proven.*”

After the publicity last summer about the DCCC use of the Dixon boat and
plane, the committee paid back & 23,282 and Coelho's personal campaign comaittee
reimbursed the thrift's conservator another § 25,168. Coelho said he had thought
the boat could be used like someone's house, "a floating home used for parties.®
He said he was frustrated by the bad publicity in having to pay back nearly §
50,000. "He [Dixon] wasn't 3 major player” in committee fundraising, he said.
"He was treated like anyone else and now I'm paying for it . . . . We knew we
could be criticized for raising money. SO we were extremely careful. Obviously,
somegne was taking advantage of us."”

His DCCC aide Franks said he takes much of the blame for the controversy over
the use of Dixon's yacht and plane because the committee didn't have a system
for repaying vendors who never sent a bill. “In six years we had $ 30 million go
in and out of that committee," Franks said. "You don't have the luxury of doing
a Dun and Bradstreet on the people who come to help you."

Looking back on the controversy, Wright defends his actions: "Hardly ever do
you say, 'Is it likely this person 1s a crook?’ " he said. “That doesn't hardly
enter into the equation. It might prospectively with savings and loan things and
people I don't know. But at the time I had no reason to believe these people
were crooks or highbinders or trying to defraud anyone. They just got 1n trouble

and called me."

Charles Babcock is a Washington Post staff writer.
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HIGHLIGHT: ,
They left amid charges they misused small sums. But the real problem is the

thrift industry mess they left behind

BODY:
As the spotlights on Capitol Hill were on departing House Speaker Jim Wright

and Democratic Whip Tony Coelho, less attention was being paid as both houses
were moving quietly toward passage of the $ 50 billion savings and loan bailout
bill. Yet there is a connection between the two ousted leaders, whose
transgressions involved relatively small sums of money, and the S&L bailout,
which could end up costing taxpayers more than § 100 billion.

It would not be fair to put full blame for the S&L mess on Wright or Coelho
because others, including Republicans, were involved and there is no evidence
that any politician behaved criminally. But the departing Democratic leaders
played key roles in influencing decisions that have had clearly disastrous
consequences, and they did it based in some measure on their political
connections to questionable S&L owners. For taxpayers, that is the lasting and
most important endowment left by Wright's and Coelho's bad judgment.

The chain of events linking them to the savings and loan crisis began four
years ago 1in a special election in rural East Texas and illustrates vividly the
sometimes attenuated connection between campaign contributions and legislation.
This special election was no local contest: Leading strategists of both national
parties believed that control of the House might hinge on the result.

The Texas connection. The tale began when Senator Phil Graam, fresh from
cosponsoring the Reagan spending cuts in the House as a Democrat in 1981 and
then getting elected as the Republican senator from Texas in 1984, created a
vacancy in the rural and ssall-town district by securing a federal judgeship for
conservative Democratic Representative Sam Hall. Grama's candidate to fill
Hall's place was former Texas A&M and New Orleans Saints quarterback Edd
Hargett, who returned to be an engineer in Linden, a small town in humid,
vegetation-choked East Texas after his football career and switched parties to
run. 6ramm figured that a Hargett victory in the Texas first district could
stimulate Republicans in 45 similar districts throughout the South or could
persuade conservative Democratic incumbents to switch parties, as Gramm had.
Enough Republican victories and party switches could put Republicans in position
to win a majority in the House, which at the time was the last redoubt of
Desocratic power because Republicans controlled the White House and Senate.

Both parties sent in their superstars to run the races. For the Republicans,
it was Lee Atwater, fresh from the No. 2 spot on the 1984 Reagan campaign,
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famous later as George Bush's 1988 campaign manager and now Republican national
chairsan. For the Democrats, it was Coelho, who was running hard for majority
whip. His mission was to raise money fast.

Most of Coelho's money, some $ 569,000, was raised by Senator Lloyd Bentsen,
the Tory Democrat who sensed that his political base in rural Texas was
threatened. The Democrats also got help from Thomas Gaubert. He was Owner Of
Independent American Savings Association of Irving, Tex., and had been busy
raising money for Coelho, defending himself against charges of swindling an lowa
SeL in a land deal (he was later acquitted in a criminal trial) and trying to
overturn a Federal Home Loan Bank Board decision barring him from managing his
SeL. Gaubert set up an independent committee to help the Democratic nominee,
Jim Chapman, and raised ¢ 100,000. Almost all of it came froam Texas SéL
executives, and much of it from S&L officers who were reimbursed by their
corporations -- contributions that courts in cases this year have ruled were

illegal.

The election turned out to be excruciatingly close. Democrat Chapman
stressed Social Security and, at the recommendation of Coelho and of Bentsen,
the trade issue. Chapman's calls for an aggressive trade policy provoked
Hargett to say in exasperation, "I don't know what trade policies have to do
with bringing jobs to East Texas," even though the Lone Star Steel mill in the
district had recently closed. At the time, this gaffe was taken as making the
difference in Chapman's 1,924-vote victory. But Gaubert's committee also was
vital, because its expenditures focused on bringing Democrats to the polls.

It was not long before there were tangible ways for leading Democrats to show
appreciation. Texas real-estate prices plummeted in 1986, and it became apparent
that the high-flying Texas S&L industry was in terrible trouble. Among those in
the most dire condition were Gaubert and his friend Donald Dixon, whose vernon
Savings & Loan, based in a dusty town 160 miles west of Fort Worth, was $ 350
million In the red and had 96 percent of 1ts loans in default despite Dixon's
lavish lifestyle.

Even though Gaubert was barred in January, 1986, from running any federally
insured S&L because of the charges against nim, he stayed close to key House
Democrats. He held the title of finance chairman of Coelho's campalign committee.

Gaubert was 3also popular for hosting fund-raising parties for Coelho on
Dixon's yacht, High Spirits. Democrats later paid $ 48,000 in fines for not
having reimbursed Dixon for use of the yacht,

Helping hands. In return for their assistance to the Democrats, the Texas S&L
owners clearly wanted relief from federal regulators. Coelho was careful never
to intercede with the regulators on their behalf. Wright was bolder and did take
up the thrifts' cause. For instance, in September, 1984, Wright met with Cralg
Hall, a Dallas real-estate millionaire threatened with bankruptcy because a
federally appointed S&L conservator would not approve his debt-restructuring
plan. Wright then asked Home Loan Bank head Edwin Gray whether he could not make
the conservator more flexible. Perhaps to add pressure on Gray, Wright yanked
from the House calendar a previously uncontroversial bill to give the Bank Board
an additional $ 15 billion in capital so 1t could close down insclvent S&L's and
pay off depositors. When Gray discovered that, he replaced the balky conservator
with someone more accommodating to Hall. The bill did pass the House in October,
but too late to be reconciled with the more pro-Sa&L version passed by the
Republican Senate, so it did not become law that year. Many S&L operators were
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delighted at the impasse, because they did not want their businesses shut down
and thought that with time they could find a way out of their troubles.

Meanwhile, Gaubert's troubles worsened, and he turned to Wright far help.
In November, 1986, Wright insisted that Gray meet with Gaubert, and Wright
persuaded Gray to take the highly unusual step of appointing an outside counsel
to evaluate the board's case against Gaubert. The counsel eventually ruled
against Gaubert, as the agency had, but the move gave Gaubert some breathing
room.

Dixon‘'s problems were worsening, too. In December, Coelho called Wright's top
aide, John Mack, and asked him to help Dixon avoid being closed by the Bank
Board. Wright again contacted Gray, but the board eventually issued an order
installing new executives and reducing the worth of Dixon's stock to zero.

All the while, a new version of the Bank Board's $¢ 15 billion
recapitalization bill was being challenged by Wright, and S&L's were incurring
huge losses. In February, 1987, Wright, now Speaker, lobbied the House Banking
Committee heavily for a 8 5 billion recapitalization bill that was favored by
S&L lobbyists who wanted less regulatory intervention. It passed 25-24. Wright
later switched back to $ 15 billion, but his support was only perfunctory and
the House approved the ¢ S billion version. In the short run, politicians could
argue that they were saving the taxpayers $ 10 billion. In the long run, savings
and loan experts now agree, it contributed importantly to the exploding current
cost of the bailout. S&L's in Texas and elsewhere continued to make imprudent
and sometimes crooked loans, confident that the Bank Board did not have enough
money to shut them down. And when deposits began to flow out of SeL's as the
crisis grew worse, many more became insolvent as they jacked up interest rates
to attract new depositors, raising the eventual bailout costs astronomically.

Ample Republican help. Had they known the eventual cost of their actions,
Wright and Coelho probably would have avoided them. And they had ample
Republican help. Senator Jake Garn (R-Utah) and Representative Fernand St
Germain (D-R.I.) cosponsored the 1982 S&L-deregulation bill that launched the
profligate lending binge by S&L's. House Banking Committee member Steve
Bartlett, a Dallas Republican, also sponsored a key amendment to the
recapitalization bi1ll in 1987 requiring regulators to show forbearance to S8L's,
a move that precluded a crackdown that msight have staunched the fiscal
hemorrhage. Republican regulators have also been accused of shirking their
oversight responsibilities.

Yet in the end, that special election in an obscure corner of Texas did a lot
to change the face of American politics and finance. From their victory, the
national Democrats discovered the trade issue, which many of them are still
pressing. From his defeat, Senator Grame turned to a new initiative to change
American government and the following week introduced the measure that became
the Grase-Rudman-Hollings budget-cutting law. And the relationships that were
cemented between some thrift owners and some powerful Democrats ended up
contributing mightily to a probles that may cost taxpayers more than $ 1,000

each.

GRAPHIC: Picture, Thrifty friends. Coelho and Wright needed bankers' funds for a
crucial campaign, CHICK HARRITY -- USN&WR; Picture, Winner. The money helped
Chapman, WIN MCNAMEE -- SIPA FOR USNSWR; Picture, S8L highflier. Gaubert got
Democrats’' help after fund raising, CHARLES THATCHER; Picture, StL yachtsman.
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FEDERAL ELECTION COMMISSION

WASHINGTON, £ € 20481

September 18, 1989

Fred Meyer, State Chairman
Republican Party of Texas
211 E. 7th Street, suite 620
Austin, Texas 786701

MUR 2982

Dear Mr. Meyer:

~ This letter acknowledges receipt on September 14, 1989, of
your complaint alleging possible violations of the Federal
—_ Election Campaign Act of 1971, as amended ("the Act"), by the

Jim Chapman for Congress and its treasurer, East Texas First PAC
and its treasurer, and the Democratic Congressional Campaign

el Committee and Richard M. Bates, as treasurer. The respondents k|
- will be notified of this complaint within five days.

You will be notified as soon as the Pederal Election
o Commission takes final action on your complaint. Should you
receive any additional information in this matter, please
i d forward it to the Office of the General Counsel. Such
N information must be sworn to 1n_the same manner as the original .
: complaint. We have numbered this matter MUR 2982. Pplease refer
M to this number in all future correspondence. For your
- information, we have attached z brief description of the
Commission’s procedures for handling complaints. If you have
any questions, please contact Retha Dixon, Docket Chief, at
(202) 376-3110.

Sincerely,

Lawrence M. Noble
General Counsel

/93—

BY: Lois G. Lerner
Associate General Counsel

Enclosure
Procedures




FEDERAL ELECTION COMMISSION

WASHINGTON D C 2Mdbs

September 18, 1989

East Texas Pirst PAC and

its Treasurer

c/0 Thomas Gaubert, Chairman
4211 Shore Crest Drive
Dallas, Texas 75209

RE: MUR 2982

Dear Mr. Gaubert:

The Federal Election Commission received a complaint
which alleges that the East Texas First PAC and its treasurer,
may have violated the Federal Election Campaign Act of 1971, as
amended (“"the Act"). A copy of the complaint is enclosed. We
have numbered this matter MUR 2982. Please refer to this number
in all future correspondence.

Under the Act, you have the opportunity to demonstrate in
writing that ho action should be taken against you in this
matter. 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. Your response, which should be addressed to the General
Counsel’s Office, 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.

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 authorizing such counsel to receive any
notifications and other communications from the Commission.




If you have any questions, please contact Phillip Wise, the
attorney assigned to this matter, at (202) 376-8200. For your
information, we have attached a brief description of the
Commission’s procedures for handling complaints.

Sincerely,

Lawvrence M. Noble
General Counsel

rner
Associate General Counsel

Enclosures
1. Complaint
2. Procedures
3. Designation of Counsel Statement




FEDERAL ELECTION COMMISSION

WASHINGTON D C 2463

September 18, 1989

Democratic Congressional Campaign Committee
and Richard M. Bates, as Treasurer

430 South Capitol Street

Washington, D.C. 20003

RE: MUR 2982

Dear HMr. Bates:

The Federal Election Commission received a complaint
which alleges that the Democratic Congressional Campaign
Committee and you, as treasurer, may have violated the Pederal
Election Campaign Act of 1971, as amended ("the Act®™). A copy
of the complaint is enclosed. We have numbered this matter MUR
2982. 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. 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. Your response, which should be addressed to the General
Counsel’s Office, must be submitted within 15 days of receipt of
this letter. 1If no response is received within 15 days, the

Commission may take further action based on the available
igqformation.

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. 1If 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 authorizing such counsel to receive any
notifications and other communications from the Commission.




If you have any questions, please contact Phillip Wise, the
attorney assigned to this matter, at (202) 376-8200. For your
information, we have attached a brief description of the
Commission’s procedures for handling complaints.

Sincerely,

Lawrence M. Noble
General Counsel

Lois G. ;Z;nor
Associate General Counsel

Enclosures
1. Complaint
2. Procedures
3. Designation of Counsel Statement




FEDERAL ELECTION COMMISSION

WASHINGTON D C 20463

September 18, 1989

Jim Chapman for Congress and
Nancy J. Rooks, as Treasurer
P.O. Box 388

Sulphur Springs, Texas 75482

RE: MUR 2982

Dear Ms. Rooks:

The Federal Election Commission received a complaint
which alleges that Jim Chapman for Congress and you, as
treasurer, may have violated the Federal Election Campaign Act
of 1971, as amended ("the Act"). A copy of the complaint is
enclosed. We have numbered this matter MUR 2982. 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. Please submit any factual or legal materials which you
believe are rélevant to the Commission’s analysis of this
matter. Where appropriate, statements should be submitted under
oath. Your response, which should be addressed to the General
Counsel’s Office, 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
igformation.

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 authorizing such counsel to receive any
notifications and other communications from the Commission.




If you have any questions, please contact Phillip Wise, the
attorney assigned to this matter, at (202) 376-8200. Por your
information, we have attached a brief description of the
Commission’s procedures for handling complaints.

Sincerely,

Lawrence M. Noble
General Counsel

Associate General Counsel
Enclosures
1. Complaint
2. Procedures
3. Designation of Counsel Statement

Honorable Jim Chapman
P.O. Box 538
Sulphur Springs, Texas 75482
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September 22, 1989

Philip Wise

Office of General Counsel
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

Re: MUR 2982 - Democratic Congressional Campaign
Committee and Richard Bates, as Treasurer

Dear Mr. Wise:

This is in response to the Federal Election Commission's
letter of September 18, 1989, notifying the above Respondents
that a complaint has been filed against them.

Perkins Coie has been retained by Respondents to represent
them in this matter. Enclosed with this letter is the
Designation of Counsel.

Because we have received only today the materials related
to this complaint, this letter requests an extension of time of
two weeks to prepare a response. The additional time is
necessary in order to familiarize ourselves with the materials
and to obtain the necessary information to respond. A response
would be filed on October 23.

If you have any questions or need additional information,
please let me know.

Very truly yours,

ert F. Bauer
Judith L. Corley
Counsel for Respondents

TeELEX: 44-0277 Pcso Ur® Facsimine (202) 223-2088
ANCHORAGE ® BELLEVUE ® LOS ANGELES ® PORTLAND ® SEATTLE




Robert F. Bauer
MAME OF COUWMSEL: ] L. Corle

ADDRESS : 1110 Vermont Ave., N.W.,
Suite 1200

Washington, D.C. 20005

(202) 887-9030

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.

_%4/5’? |
Date /7 7 Signature

Democratic Congressional
RESPONDENT'S NMAME: Campaign Committee

ADDRESS : 430 S. Capitol Street, S.E.

2nd Floor

Washington, D.C. 20003

(202) 863-1500
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September 22, 1989

Philip Wise

Office of General Counsel
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

Re: MUR 2982 - Jim Chapman for Congress and Nancy J.
Rooks, as Treasurer

Dear Mr. Wise:

This is in response to the Federal Election Commission's
letter of September 18, 1989, notifying the above Respondents
that a complaint has been filed against them.

Perkins Coie has been retained by Respondents to represent
them in this matter. I understand that the Designation of
Counsel has been sent by the Respondents directly to your
office.

Because we have received only today the materials related
to this complaint, this letter requests an extension of time of
two weeks to prepare a response. The additional time is
necessary in order to familiarize ourselves with the materials
and to obtain the necessary information to respond. A response
would be filed on October 23.

1f you have any questions or need additional information,
please let me know.

Very truly ngrs.

Ve

Rﬁbert F. Bauer
Judith L. Corley
Counsel for Respondents

TeLex: 44-0277 Pcso Ui ® Facsimiie (202) 223-2088
ANCHORAGE * BELLEVUE * Los ANGELES ® PORTLAND ® SEATTLE




Robert Bauer

Perkins Coie

1110 Vermont Avenue, N.W.

Washington, D. C.

20005

(202) 887-9030

The above-named individual is hereby designated as my

other
counsel and is authorized to receive any notifications and

fore
communications from the Commission and to act on my behalf de

the Commission.

September 21, 1989
Date

Jim Chapman for Congress

Post Office Box 388

Sulpher Springs, Texas 75482

(214) 885-3199
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FEDERAL ELECTION COMMISSION
WASHINGTON. D C. 20463

September 27, 1989

Judith L. Corley, Esq.
Perkins Coie

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

RE: MUR 2982

Democratic Congressional
Campaign Committee and
Richard Bates, as treasurer

Dear Ms. Corley:

This is in response to your letter dated September 22,
1989, which we received on September 22, 1989, requesting an
extension until October 23, 1989 to respond to the complaint
filed in this matter. After considering the circumstances
presented in your letter, I have granted the requested
extension. Accordingly, your response is due by the close of
business on October 22, 1989.

If you have any questions, please contact Phillip L. Wise,
the attorney assigned to this matter, at (202) 376-8200.

Sincerely,

Lawrence M. Noble
General Counsel

. ,7'% Q,_,_~
Lois G. Lerner
Associate General Counsel
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BranD & LOWELL

A PROFESSIONAL CORPORATION
923 FIFTEENTH STREET, N.w.
WASHINGTON, D.C. 20005

TCLEPHONE: (202 862-9700

TELECOPIER: (£02) 737-7588

October 16, 1989

BY RAPIFAX

Phillip Wise, Esquire
Office of General Counsel
Federal Election Commission
999 E Street, N.W.
Washington, DC 20463

Re: M.U.R. 2082

Dear Mr. Wise:

Pursuant to our telephone conversation today, I would like
to inform you that Stanley Brand and I will be handling M.U.R.
2982 on behalf of Mr. Thomas Gaubert, for whom this Firm is
handling related matters. We are in the process of returning to
Mr. Gaubert by Federal Express the "Statement of Designation of
Counsel" Form, so that he can execute it and return it to you.
In the meantime, as we discussed, I am transmitting this letter
to you.

Mr. Thomas Gaubert hereby respectfully requests an extension
of time to file a response to the Complaint in M.U.R. 2982,
received by Mr. Gaubert on September 29, 1989, until November 6,
1989. Mr. Gaubert would petition for an extension of twenty
days, or whatever period the Commission, in its discretion, deems
appropriate.

As an initial matter, Mr. Gaubert would emphasize that he
wishes to be of assistance to the Commission, and believes that
he can provide to the Commission information that will shed light
on the allegations in the Complaint that should serve to allay
any concerns the Commission may have in this regard. Before
responding, however, Mr. Gaubert wishes to investigate these
allegations fully, so that his responses thereto can be both
responsive and substantive. Thus, Mr. Gaubert seeks the
Commission's indulgence in order that he can more fully
investigate this matter before responding formally.

Additionally, Mr. Gaubert directs the Commission's attention
to the fact that, although the Complaint was dated September 18,
1989, he did not receive it until September 29, 1989. The

9E:0IWY LI 13068
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BrRAND & Lowen.’

Phillip wise, Esquire
October 16, 1989
Page Two

Complaint was addressed to Mr. Gaubert's son's address, 4211
Shore Crest Drive, Dallas, Texas. It thus had to be re-
transmitted to Mr. Gaubert. After receiving the package
containing the Complaint on September 29, 1989, Mr. Gaubert
transmitted it to Stanley Brand. Apparently due to delay in the
mails, this package was not received in Washington until October
6, 1989.

As of this date, it has not been possible to review and
investigate the Complaint and background information in a manner
sufficient to prepare a response that Mr. Gaubert hopes will put
to rest any concerns the Commission may have. Consequently, Mr.
Gaubert respectfully requests the Commission extend the period
for him to respond to the Complaint to November 6, 1989, or to
wvhatever date the Commission deems appropriate.

Please do not hesitate to telephone Stanley Brand or me at
202/662-9700 if you have any questions in this regard. As stated
above, we will have Mr. Gaubert transmit to you his designation
of counsel form as soon as possible. A confirmation copy of this
letter will be hand-delivered to you tomorrow. Thank you very
much for your attention to this matter.




FEDERAL ELECTION COMMISSION

WASHINGTON D C 20463

October 18, 1989

David E. Frulla, Esquire
Brand & Lowell

923 Fifteenth Street, N.W.
Washington, D.C. 20005

RE: MUR 2982

East Texas First PAC and its
treasurer

(Thomas Gaubert, Chairman)

Dear Mr. Frulla:

This is in response to your letter dated October 16, 1989,
which we received on October 17, 1989, requesting an extension
until November 6, 1989, to respond to the complaint filed in
this matter with the Commission. After considering the
circumstances presented in your letter, I have granted the
requested extension. Accordingly, your response is due by the
close of business on November 6, 1989.

If you have any questions, please contact Phillip L. Wise,
the attorney assigned to this matter, at (202) 376-8200.

Sincerely,

Lawrence M. Noble
General Counsel

- Y
: e

~
— ’ i

L ‘*ﬁ-
Lois G. Lerner
Associate General Counsel
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Thomas M. Gaubert ANI: 05
1545 W. Mockingbird Lane, Suite 7000 89001 9
Dallas, Texas 75235
(214) 638-0638
FAX (214) 6387043

October 17, 1989

01:l Hd 61 13068
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VIA FEDERAL EXPRESS

Mr. Phillip Wise

Esquire

Ooffice of General Counsel
Federal Elections Commission
999 E Street, N.W.
Washington, D.C. 20463

RE: FEC Matter Under Review 2982

Dear Mr. Wise:

Enclosed please find an executed and dated copy of my
Statement of Designation of Counsel relating to the above
mentioned matter. I am forwarding this document to you for
your information and file.

V7 i
If yoqaﬁ?éuld have any questions, please do not hesitate to
contagt either Stan Brand or David Frulla at 202-662-9700.

./ ’/
si,n"cez‘%rs '
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A
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T™™MG/ js

cc: Stan Brand
David Frulla

Enclosure
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The above-named individual is hecreby 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.

jo-18-89

Date

THOMAS M. GAUBERT

1545 W. MOCKINGBIRD, #7000

DALLAS, TEXAS 75235

214-739-5885

214-638-0638
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October 23, 1989

VIA HAND DELIVERY - CONFIDENTIAL

Philip Wise, Esquire

Office of General Counsel
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

Dear Mr. Wise:

I called you on Friday and then this morning to seek

additional time for the response to the no ation—
Complaint in now designated Matter Under fReview 2982
seeking this additional extension to Frid Octs

behalf of the Jim Chapman for Congress Committee, the
Democratic Congressional Campaign Committee, and their
treasurers.

We are seeking to develop a full factual response to the
allegations appearing in the complaint and this includes the
preparation of affidavits from previously interviewed witnesses
in both Washington and Texas. This effort has consumed more
time than anticipated. The extension sought, however, is only
for an additional five days.

Every effort has been made to accomplish within the
timeframe originally requested, all of the tasks necessary for
the preparation of our response. As matters stand, we have
fallen short only a handful of days and we respectfully request
that these be granted to us to enable the completion of a full
factual and legal response to the Commission's notification.

Very truly yours,

eé/&b"_‘

Robe F. Bauer
Counsel to Jim Chapman for
Congress Committee

RFB:smb

TeLex: 44-0277 Pcso Ui Facsimuie (202) 223-2088
ANCHORAGE ® BELLEVUE ® LOS ANGELES ® PORTLAND ® SEATTLE




FEDERAL ELECTION COMMISSION

WASHINGTON D C 204634

October 25, 1989

Robert F. Bauer, Esgq.
Perkins Coie

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

RE: MUR 2982
Jim Chapman for Congress and
Nancy J. Rooks, as treasurer

Dear Mr. Bauer:

This is in response to your letter dated October 23, 1989,
which we received on October 23, 1989, requesting an additional
five days extension until October 27, 1989 to respond to the
complaint filed in this matter. After considering the
circumstances presented in your letter, I have granted the
requested extension. Accordingly, your response is due by the
close of business on October 27, 1989.

If you have any questions, please contact Phillip L. Wise,
the attorney assigned to this matter, at (202) 376-8200.

Sincerely,

Lawrence M. Noble
General Counsel

-’ ==

— -

Lois G. Lerner
Associate General Counsel




T o o Yo
PPERKINS COIE

A Law Parrxenssip INCLUDING PROFESSIONAL CORPORATIONS
1110 Vermont Avesie N W @ Wasninarox, D.C. 20005 = ( 202) 887-9030

v

October 27, 1989
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Lawrence M. Noble, Esq.
General Counsel

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

-
o

Attention: Phillip Wise

Re: MUR 2982 - Jim Chapman for Congress Committee
and Nancy Rooks, as Treasurer

Dear Mr. Noble:

The Jim Chapman for Congress Committee ("Chapman
Committee”) and Nancy Rooks, as Treasurer (hereinafter referred
to as "Respondents®"), hereby reply through counsel to.the
Commission's notification that a complaint had been filed
against them by Fred Meyer, Chairman of the Republican Party of
Texas. Respondents are also submitting affidavits from fgur
individuals with direct knowledge of the issues involved in
this Complaint: George Shipley, political consultant to the
Chapman Committee; William Brannon, campaign manager of the
Chapman Committee; Peck Young, political consultant for the
Chapman Committee; and David Butts, field organizer for the
Chapman Committee.

The Complaint

The Complaint alleges that East Texas First, a federally
registered political committee making independent expepd1tures,
coordinated its activities with the Chapman Committee in the
1985 Special Election In Texas' First Congressional District.
The Complaint alleges that the East Texas Firsl ugmmlttee's
expenditures did not, therefore, satisfy the rnqqlSlte standard
of independence under the Federal Election Campaign Act of
1971, as amended, 2 U.565.C. §§ 431 et. seq. ("FECA"), and must
be treated as in-kind contributions. Mr. Meyer requests that
the Federal Election Commission ("FEC" or the "Commission")

Tevex: 440277 Pcso Un e Facsimine (202) 223-2088
AncHORAGE * BELLEVUE ® LOs ANGELES ® PORTLAND ® SEATTLE




Lawrence M. Noble, Esg.
October 27, 1989
Page 2

require the Respondents to pay to FSLIC the allegedly illegal
contributions raised by East Texas First.l’/

These assertions are groundless. The Complaint concludes
that East Texas First coordinated its activities with the
Chapman Committee, yet it fails to produce any evidence to
support this claim. This is not surprising; no such evidence
exists, because the coordination alleged by Complainant did not
occur.

The Commission should dismiss this complaint without
taking further action.

The Law

Independent expenditures may not be made in cooperation,
consultation or concert with, or at the request or suggestion
of, any candidate or his authorized committee or agent.

2 U.S.C. § 431(17). FEC regulations provide in more specific
terms that certain situations trigger "presumptions" that
coordination exists. Under those regulations, an expenditure
is not independent if: (1) it is made "based on information™
about a campaign's needs specifically provided by the candidate
or his agent "with a view toward having the expenditure made,"
11 C.F.R. § 109.1(a)(4)(i)(A); or (2) if it is made "by or
through” a person who at any time was authorized to raise or
spend funds, an officer of the authorized committee, or in
receipt of any compensation or reimbursement for activities in
support of the candidate or the campaign. 11 C.F.R.

§ 109.1(a)(4)(i)(B).

1/ The Complaint makes other allegations regarding East
Texas First committee's organization and fundraising
activities. Even if East Texas First incorrectly
registered as a multi-candidate political committee when
it intended to participate in only one election, this has
absolutely no bearing on the independence of its
expenditures, nor does it have any relationship to the
claim Mr. Meyer attempts to make regarding cooperation
with the Chapman Committee or the Democratic
Congressional Campaign Committee ("DCCC"). We do not

(Footnote continued)




Lawrence M. Noble, Esq.

October 27, 1989
Page 3

FEC Advisory Opinions also suggest additional factual
circumstances that defeat independence. Thus, independence is
barred when goods or services are purchased by a committee and,
even without prior consultation, provided to the candidate.
Advisory Opinion 1979-80, 1 Fed. Election Camp. Fin. Guide
(CCH) ¥ 5469 (March 12, 1980). Similarly, if contributors send
checks to an independent committee in response to a fundraising
solicitation, and the committee forwards them to the candidate,
the solicitation is not independent regardless of whether it is
conducted without the consent or knowledge of the candidate.
Advisory Opinion 1980-46, 1 Fed. Election Camp. Fin. Guide
(CCH) ¥ 5508 (June 25, 1980).

In some cases, the linkage is more direct, but the
prohibition is the same. "Independence"™ cannot be claimed by a
committee which, organized in a general election to make
independent expenditures, is founded by an individual who
worked directly for the same candidate in the primary
election. FEC Informational Letter (O/R 777), Dec. 7, 1976.
Another direct connection, operating to defeat independence,
occurs where the independent committee and the candidate's
campaign committee shared office space and secretarial service,
exchanged mailing lists, and the candidate on whose behalf the
committee was making independent expenditures signed the
committee's fundraising solicitation. Matter Under Review 1484
(June 6, 1985).

In all these cases, there was evidence of connection, more
direct in some than in others, but clearly present in all. To
sustain a challenge to independence, there must be a concrete
factual showing of "actual agreement” or "express intent or

(Footnote continued)

1/ address these issues, because the Chapman Committee had
absolutely no involvement with East Texas First
committee's fundraising or other activities. A Chicago
Tribune article, Exhibit D of the Complaint, states that
Federal Election Commission records show that "East Texas
First helped to finance the campaign of Jim Chapman.* 1In
fact, the Chapman Committee's FEC reports provide
definitive proof that the Chapman Committee did not
accept any illegal corporate contributions, or any funds
whatsoever from or raised by East Texas First.




Lawrence M. Noble, Esq.
October 27, 1989
Page 4

communication” or some linkage in accord with the opinions
cited. Mere conjecture is not enough: It is "very difficult
to sustain a finding of cooperation and coordination based on
press releases.” Common Cause v. Federal Election Commission,
655 F. Supp. 619, 624 (D.D.C. 1986), rev'd on other grounds,
842 F.2d4 436 (D.C. Cir. 1988).

) k
Lack of Factual Support for Complaint

Mr. Meyer provides no evidence to support an allegation of
cooperation or consultation between East Texas First and the
Chapman Committee. Nor has the Complaint identified any
factual circumstances which could possibly trigger a
presumption of coordination. In fact, certain facts confirm an
entirely contrary conclusion.

1 No "Cogperation or Consultation.” As the sworn

Affidavits accompanying this response demonstrate, the

principal staff of the Chapman Committee did not have any
direct or indirect contact with East Texas First during the
campaign. There was no cooperation or consultation on strategy
or activities with East Texas First. None of the Chapman
Committee staff requested or suggested directly or indirectly
that East Texas First make an expenditure or undertake any
activity in the election in support of Congressman Chapman.

The Complaint alleges that East Texas First was an "arm”
of the Chapman Committee, suggesting it operated as an extension
of the campaign. The Chapman campaign, however, was a self-
contained entity with its own fundraising, phone banks, media,
polling and field operations. All of these campaign functions
were directed and implemented by staff (see Affidavits) and
volunteers working solely and exclusively for the Chapman
Committee. The fact that, according to the Complaint, East
Texas First may also have been conducting "mainstream campaign
activities™ does not establish, or even suggest, coordination.
Phoning, mailings, and media campaigns are standard and clearly
permissible activities for an independent committee. Moreover,
the contention that these activities "meshed"™ with the Chapman
campaign is nothing more than a reporter's conjecture and its
very meaning is unclear.




Lawrence M. Noble, Esq.
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2. No "Presumptions® - i ." The
Complaint fails to establish any credible foundation on which
to build a conclusion of nonindependence. Neither Congressman
Chapman, nor any of his agents, ever provided information to
East Texas First about campaign plans or needs with a view that
this independent committee would make an expenditure based on
this information. Those members of the campaign staff with
sufficient knowledge about the campaign's needs and plans to
give such information have stated in Affidavits that no such
communication occurred.

Neither the treasurer, nor any other individual making
expenditures for East Texas First, including Mr. Gaubert, ever
held a position, paid or volunteer, in the Chapman Committee.
Therefore, the regulatory test for a presumption of
nonindependence cannot be satisfied.

Moreover, the Complaint does not provide any evidence, nor
is there any, to establish that the Chapman Committee ever
received goods or services from East Texas First. The Chapman
Committee never received contributions collected by East Texas
First and forwarded to the campaign. Nor was East Texas First
organized by an individual who worked in Mr. Chapman's primary
campaign. Mr. Gaubert did not have any role in the primary
election of Congressman Chapman. The two committees never
shared office space, staff or mailing lists.

The Complaint fails to present any facts to support a
claim of cooperation or consultation, nor does it identify any
circumstances that would give rise to a presumption of
nonindependence under the FEC regulations or rulings. Instead,
Mr. Meyer attempts to slap together a conjectural picture of

2/ The House Report which accompanied the 1976 amendments to
the FECA states:

In the definition of "independent expenditures” the

phrase "at the suggestion of" is intended to include
direct suggestions made by a candidate or his agent,
his campaign manager, his campaign treasurer, or any
other person responsible for reporting contributions

(Footnote continued)
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contacts and former associations to support his allegation of
nonindependence. Yet the legislative h1story of the FECA and
the United States District Court's holding in Common Cause v,
Federal Election Commission reject the argument that a
determination of independence should be judged by the "totality
of the circumstances™ surrounding the expenditures, without
evidence of direct suggestions or re uests H. R. Rep. No.
917, 94th Cong., 24 Sess., 5 (1976) Common Cause v,

Federal Election Commission, 655 F. Supp 619, 624.
In Common Cause v, Federal Election Commission, the court

states:

Plaintiff may be absolutely correct in concluding that
the totality of circumstances suggest coordination, but
the opportunity for coordination is a separate question
from whether it was utilized. It could be argued that the
opportunity always exists for cooperation. However, in
view of the nature of party politics, it is difficult to
state exactly what combination of circumstances would
prove that coordination occurred, absent evidence of
express intent or communication.

655 F. Supp. at 624.

The court held that the plaintiff's evidence including:
"interlocking membership of persons at the policy-making levels
of the committees and prior alliances with the official
committees; indirect communication of strategy by [the
candidate's] committees through the media; and the use of
common vendors was insufficient to support a claim of
coordination. JId. at 624. In the present case, the Complaint
clearly does not identify evidence of "direct"™ suggestions or

(Footnote continued)

2/ and expenditures in connection with the campaign of the
candidate. It is not the Committee's intent to hold a
candidate responsible for suggestions by persons over
whom he does not exercise control. 1In this case, each of
the senior campaign staff have provided sworn Affidavits
stating that no such "suggestions™ were made to East
Texas First.

H.R. Rep. No. 917, 94th Cong., 2d Sess., 5 (1976).
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requests or even communication between the two committees. 1In
fact, the Affidavits of campaign staff specifically deny that
such communication occurred directly indi .

No DCCC "Connection”

The Complaint alleges that coordination between the
Chapman Committee and East Texas First was accomplished through
the Democratic Congressional Campaign Committee ("DCCC"). The
only basis for this allegation is Brooks Jackson's account in
Honest Graft of an alleged conversation between Mr. Thomas
Gaubert, a self-described informal "Chair" of East Texas, and
DCCC staff about "ideas and so on and so forth." (Exhibit E to
the Complaint). This is all that appears in this account:
“jdeas and so on and so forth." Moreover, Jackson suggests

that this contact may have been unauthorized, thus not
attributable to the DCCC.

Finally, Jackson also reports that when a DCCC aide
started to discuss Mr. Gaubert's activities at a DCCC staff
meeting, Marty Franks, then Executive Director of the DCCC, put
an immediate stop to it in full recognition of the rules
governing independent expenditures. Moreover, a Washinaton
Post story, Exhibit I to the Complaint, reports that former
DCCC Chair Tony Coelho stated during an interview that "he was
careful to stay away from East Texas First." Thus, not only
does Mr. Meyer fail to provide any factual basis for his

allegations, but the evidence he relies on supports a contrary
conclusion.

In fact, the Chapman Committee worked with the DCCC, as
well as other Democratic Members of the Texas delegation.
Because of the perceived national significance of the election,
many elected officials throughout the country assisted the
Chapman Committee. These contacts with the DCCC never involved
coordination or discussion of East Texas First's activities.
Their technical and financial assistance was strictly limited
to Chapman campaign activities.

Complainant's Desperation Arguments

Finally, the Complaint encourages the Commission to
investigate this matter based on: (1) contacts of a general
and unrelated nature between Mr. Gaubert and the DCCC, on the
suggestion that Mr. Gaubert was formerly an active fundraiser
for the DCCC; (2) allegations in newspaper accounts of illegal
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fundraising activities by East Texas First; and (3) a statement
by Mr. Gaubert to reporters that he helped elect Chapman.

The fact that Mr. Gaubert was a former honorary "finance
chair” for the DCCC does not establish any "link" whatsoever
between the Chapman Committee and East Texas First. There is
also no logic in an argument based on gther, unrelated and
possibly illegal activities by East Texas First, or
Mr. Gaubert's pride over his efforts for Chapman's benefit.

This same shoddy logic leads to sweeping statements about
the media "uniformly and consistently" reporting that East
Texas First was organized for and functioned for the purpose of
electing Jim Chapman to Congress. Yet, a committee's
independence is not destroyed by the fact that its purpose is
to support a candidate.

Mr. Meyer also states that journalists were "frequently
cynical® about the committee's independent status. But, he
provides scant evidence of this assertion, and even the few
articles he attaches to his Complaint that question the

independence of East Texas First offer no factual support for
such skepticism. The Committee cannot base an investigation on
journalistic "cynicism™ without destroying its credibility and
its budget.

Note on Reimbursement of Allegedly Illegal Funds

The Complaint alleges that East Texas First accepted
illegal corporate contributions and calls on the Chapman
Committee (and the DCCC) to reimburse these amounts to the
FSLIC. As discussed above, East Texas First operated entirely
independently from the Chapman Committee and, therefore, the
Chapman Committee has no legal responsibility whatsoever for
the conduct of or monies raised by East Texas First's
fundraising activities.

Conclusion

Mr. Meyer's Complaint has no basis in fact. The Complaint
asserts that East Texas First was “"clearly not an independent
committee* and attempts to support this allegation with
speculation, spurious conclusions, and a series of articles
about East Texas First’'s fundraising activities.
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The Complaint appears to be another politically motivated
assault by Mr. Meyers against Congressman Jim Chapman. Since
the 1985 special election, Mr. Meyers has launched round after
round of scurrilous attacks with the apparent intention of
taking revenge on Congressman Chapman for having won the First
Congressional District seat.

It is clear that this Complaint was filed for political
reasons in order to continue what appears to be an organized
and continuing effort to harass Congressman Chapman. The
Federal Election Commission should dismiss this Complaint
without further action.

Respectfully submitted,

(:/Z////// il

Robert F. Bauer
B. Holly Schadler
Counsel for Respondents




BEFORE THE FEDERAL ELECTION COMMISSION

Respondents: Jim Chapman for Congress and
Nancy J. Rooks, as Treasurer

AFFIDAVIT OF GEORGE C. SHIPLEY

County of Travis

State of Texas

1, GEORGE C. SHIPLEY, being duly sworn and according to

law, hereby depose and state as follows:

1. I have personal knowledge of the facts set forth

herein and, if called upon to testify in this matter, I would

testify as set forth herein.

F B I worked with the Jim Chapman for Congress Committee

("Chapman Committee™) as a political consultant during the 1985

special Congressional election to fill a vacancy in the First

Congressional District of Texas.




3. I advised the Chapman Committee on general campaign
strategy and supervised the opinion polling conducted by the

campaign.

q. During the campaign, I did not communicate directly or

indirectly with East Texas First Committee about the Chapman

Committee’'s activities, strategy or needs.

5. During the campaign, I did not communicate directly or
indirectly with any representative of or individual acting on
behalf of East Texas First Committee about East Texas First
Committee’'s activities or plans related to the 1985 special

@lection in the First Congressional District of Texas.

6. I did not suggest or request directly or indirectly
that East Texas First Committee take any action or provide any
assistance in support of the election of Congressman Jim

Chapman or the defeat of his opponent, Edd Hargett.

Further Affiant sayeth not.




SUBSCRIBED AND SWORN_ TO BEFORE ME
this day of . 1989.

a2

Notary Public

My Commission Expires:

LORIE A. M ARTENS
Notary Public
STATE OF TExas

My Comm. Exp. Jan. 13, 1991

,///3 ViZ




BEFORE THE FEDERAL ELECTION COMMISSION

MUR 2982

Respondents: Jim Chapman for Congress and
Nancy J. Rooks, as Treasurer

AFFIDAVIT OF WILLIAM E. BRANNON

County of Travis

State of Texas

I, WILLIAM E. BRANNON, being duly sworn and according to

law, hereby depose and state as follows:

L. I have personal knowledge of the facts set forth
herein and, if called upon to testify in this matter, I would

testify as set forth herein.

2 I served as the campaign manager of the Jim Chapman
for Congress Committee ("Chapman Committee"™) during the 1985
special Congressional election to fill a vacancy in the First

Congressional District of Texas.




3. As campaign manager, I was in charge of day-to-day
operations of the campaign and supervision of the campaign

staff.

4. During the campaign, I did not communicate directly or
indirectly with East Texas First Committee about the Chapman

Committee's activities, strategy or needs.

5. During the campaign, I did not communicate directly or
indirectly with any r<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>