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In the Matter of

John Callahan; John Callahan for
Congress and John V. Filipos, in his
official capacity as treasurer; Friends of
John Callahan and John V. Filipos, in
his official capacity as treasurer

MUR 6257

AMENDED CERTIFICATION
I, Shawn Woodhead Werth, recording secretary for the Federal Election Commission
executive session on October 19, 2010, do hereby certify that the Commission decided by a vote
of 6-0 to take the following actions in MUR 6257:

1. Find reason to believe that John Callahan, Friends of John Callahan and John V.
Filipos, in his official capacity as treasurer, and John Callahan for Congress and
John V. Filipos, in his official capacity as treasurer, violated 2 U.S.C. § 441i(e)
and 11 C.F.R. § 110.3(d}.

2. Find reason to believe that John Callahan for Congress and John V. Filipos, in his
official capacity as treasurer, violated 2 U.S.C. § 434(b)(3) and (4).

3. Approve the Factual and Legal Analysis, as recommended in the General
Counsel’s Report dated August 16, 2010, subject to the amendments previously
circulated.

5. Approve the appropriate letter.
Commissioners Bauerly, Hunter, McGahn II, Petersen, Walther, and Weintraub voted

affirmatively for the decision.

i Attest:
_Dldln,b{/ 3, o ﬂmﬂﬂnﬁ@d /)a(ld/
Date . Shawn Woodhead Werth

Secretary and Clerk of the Comrmssmn
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

YIA FA E

Neil Reiff, Esq. .
Sandler, Reiff & Young, P.C.
300 M St. SE, Suite 1102 DEC 0 8 2010
Washington, DC 20003
Facsimile: (202) 479-1115
' RE: MUR 6257
John Callahan, ef al.

Dear Mr. Reiff:

On March 3, 2010, the Federal Election Commission (the “Commission™) notified your
clients of a complaint alleging that they violated the Federal Election Campaign Act of 1971, as
amended (the “Act”), and provided a copy of the complaint to your clients.

Afiry reviewing tie aliegutions conitained i tirs compluim; your cliensia’ response, and
publiely asnilabie informatian, the Comsmissien, on October 19, 2010, found tersan to believe
that John Callahan, Friends of John Callahan and John V. Filipos, in his official capacity as
treasurer, and John Calldhan for Congreas and John V. Filipos, in his offigial capacity as
treasurer, violated 2 U.S.C. § 441i(e) and 11 C.F.R. § 110.3(d), provisions of the Act and the
Commission’s regulations. In addition, the Commission found reasan to believe that John
Callahan Yor Congress and John V. Filipos, in his official capacity as treasurer, violated
2 U.S.C.§ 434(b)(3) and (4). Enclosed is the Factual and Legal Analysis that sets forth the basis
for the Commission’s determinatien. '

_ Please note at you kmve a lagal obligation t® prosarve ull decwments, rocords and
materials relating to this mastter until sueir ttte as you ste notified timt the Cammission las
closed its file in this mattar. See 18 U.S.C. § 1519.
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MUR 6257 (Callahan, er al.)
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Enclosures

Factual and Legal Analy_|s|'s

On behalf of the Commission,

Matthew N. Petersen
Chairman
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FEDERAL ELECTION COMMISSION
FACTUAL AND LEGAL ANALYSIS
RESPONDENTS: John Callahan MUR: 6257
John Callahan for Congress and
John V. Filipos, in his official capacity as treasurer
Friends of John Callahan and John V. Filipos,
in his official capacity as treasurer
I. INTRODUCTION

This matter was gencrated by a complaint filed with the Federal Election Cc.nmnission by
Robert A. Gluason, Ir., alleging violations of the Fedaral Election Capipaign Act of 1971, as
amended (the “Act”), by John Callahan, Friends of John Callahan and John V. Filipos, in his
official capacity as treasurer, (*Mayoral Committee™) and John Callahan for Congress and John
V. Filipos, in his official capacity as treasurer (“Federal Committee™).

In 2009, John Callahan was simultaneously an unopposed candidate for mayor of
Bethlehem, Pennsylvania and a federal candidate for Pennsylvania’s 15" Congressional District.
The complaint in this matter alleges that Callahan’s mayoral campaign paid for research used to
determirre the feasibility of Callahan running for Congress. Calltihan’s mayoral committee,
Friends of Jokn Callahen and J6hn V. Filipos, in his official capacity s treasurer, (“Mayoral
Crummittee™) maile two payments tolling $9,932 to vaador Stenford Camprigns, the fizst on
May 6, 2009 for $4,500 and tha second on June 22, 209, for npposition self-research.! The
complaint alleges that the research was for the purpose of “testing the waters” in connection with
a possible federal candidacy, and therefore constituted an impermissible in-kind contribution to
John Callahan and Callahan for Congress and John V. Filipos, in his official capacity as treasurer

! Acconding to thuir webuite, Stmiford Ressurch, an entity in Aostin, Tenas, perfoans a wide variety of campnign-
related services, including opposition research, for various organizations, including local, state and Federal
candidates. Witp://www.oppresearch.com. _
Attachment 1
Page 1 of 6
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'MUR 6257 (Callahan)

Factual and Legal Analysis
Page 2 of 6

(*Federal Committee”). Complaint at 3. The complaint further alleges that the Federal
Committee did not disclose the contribution.

The Respondents deny that the research was “testing the waters” activity related to
Callahan's federal candidacy. Instead, they state that the research cpmmissioned by the Mayoral
Committee had “inherent value” and was “procured, and originally used” by Callahan’s mayoral
campaign, and was therefore properly peid for with funds ftom fhe Mayoral Comnittee.
Response at 1, 2. The Respondents also state that when the Federal Comesittee everthually
utilized the research to further Callahan’s faderal candidacy in Iaruary 2010, it paid the Mayarai
Committee what it believed to be the fair market value of the research and timely disclosed the
disbursement. I/dat2

Based on the complaint, the response, and other available information, the Commission
found reason to believe that John Callahan, Friends of John Callahan and John V. Filipos, in his
official capacity as treasurer, and John Callahan for Congress and John V. Filipos, in his official
capacity as treasurer, violated 2 U.S.C. § 441i(e) and 11 C.F.R. § 110.3(d), and that John
Callahan for Congress and John V. Filipos, in his official capacity as treasurer, violated 2 U.S.C,
§ 434(b)3) and (4).

II. FACTUAL AND LEGAL AN IS

A. Fuctusl Summary

John Callahan is a candidate for the United States House of Representatives for
Pennsylvania’s 15" Congressional District. Callahan officially announced his federal candidacy
on July 27,2009. He filed his Statement of Candidacy with the Commission on July 31, 2009,
and his Federal Comr?littee filed its Statement of Organization on the same day. Before that time
he had made no official statements indicating that he had decided to run and raised no funds for a
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Congressional race.? The Federal Committee timely filed its first disclosure report, the 2009
October Quarterly Report, on October 15, 2009.

Callahan is also the current mayor of Bethlehem, Pennsylvania. He was first elected to
the office in November 2003, and ran for and won re-election in 2005 and 2009. See
http://www:bethlehem-pa.gov/about/mayor. He ran unopposed in the 2005 general election, as
well s in the May 19, 2009, primary and the Nevembor 3, 2009, gneral election. /d.

The cemplaint alleges that disbwseusnts mmde by Callohan’s Mayomd Camanittee to
Stanford Campaigns fimded “testing the waters” activity related to Calintmn’s fedaral candidasy,
and that “[c]ertainly the results of this research were used in determining whether or not
Callahan should become a candidate,” and therefore constituted an impermissible in-kind
contribution to the Federal Committee. In support of the allegation, the complaint points to an
October 22, 2009, article (“Morning Call article”) regarding the opposition research tactics of
Callahan and Representative Charlie Dent, the leading Democratic and Republican candidates
for the 15" District Congressional sea;t, respectively. Complaint, Attachment 3. The article
reports that, “Callahan, before he even announced a run, hired a Democratic research firm to find
out what criminal baokground checks in the narae John Callahan would dig up, according to
campaign mrxager Justin Schall.” /d. The article also smiss that Callahan was curieus to know.
“what a nheck of contractors who had done business with the city wounld reveal.” Ail.

1 Although Callahan declared his candidacy ot July 25, 2009, he reportedly “confiroeed his interest” iz a Federal
candidacy as early as June 24, 2009, when he stated that he was “seriously considering a run.” See Lynn Olanoff,
U.S. Rep. Charlie Dent’s Campaign Manager Calls for Bethlehem Mayor John Callahan to Drop his Mayoral bid if
he runs for Congress (June 25, 2009), at http://www.lehighvalleylive.com/bethlehem/index.ssf?/base/news-
1/12459027875130.xmlé&coll=3 (last visited August 3, 2010). See also Bill Wichert, Bethlehem Mayor John
Callahan announces Congressional Bid, (July 25, 2009), at

http://www.lchighvalieylive magw/bethleheintidze:.£a{72009/87/bethlebem_mayor_jehm_calialum 2:html (Callahan
announcas his Congressional candidecy).




11044301863

W g O

-

10
11
12
13
14
15
16
17
18
19
20
21

"MUR 6257 (Callshan)

Factual and Legal Analysis
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Respondents deny that the research was “testing the waters” activity in relation to
Callahan’s federal candidacy, and instead maintain that it had “inherent value” to the mayoral
campaign and therefore was properly paid for with funds from the Mayoral Committee.
Response at 2. Respondents also maintain that background self-research, unlike a poll, does not
clearly indicate that a candidate is considering a run for office, but “may be used for a variety of
purpuses not related to federd eluctions.” /d. at 3. They also essert thut at the time of the
paymesis, Catinhen hsd made nw deeisinn regarding m possibie Congressional ran and was in fact
still raising funda for his reayoral electien. Jd. at 2.

Respondents point aut that the Morning Call article does not directly quote Callahan’s
federal campaign manager, and that he never stated that the research was to benefit the federal
campaign, or even to “test the waters” for a possible federal candidacy. /d. at 3. Respondents
also state that the federal campaign manager “made clear to the reporter several times that the

research had intrinsic value to the ongoing mayoral campaign and therefore had to be paid for

“with funds from the mayoral campaign committee.” Id. In addition, Respondents maintain that

the federal campaign manager informed the reporter that “the federal campaign was rot using the
research but that, when and if tife reayoral campaign was over, and a potential federal campaign
demitied to utiline ths resnarch, the fiedetnd cozamittoe wanlld pay the Mayaus! cansmittee the fisir
manket value for use of the resexrch.” Id Acoarding te Respowdents, the Federal Comanittee
paid $5,000 to the Mayoral Committee on January 15, 2010 “for the pro-rated cost to purchase
the research,” before it used the research. Id. at 4. The Federal Committee reported that $5,000
payment on its 2010 April Quarterly Report filed with the Commission.
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B. Legal Analysis

The Act prohibits a federal candidate, a candidate’s agent and entities established,
financed, maintained or controlled by them from soliciting, receiving, directing, transferring or
spending funds in connection with a federal election, unless those funds are subject to the
limitations, prohibitions and reporting requirements of the Act. 2 U.S.C. § 441i(e)(1)(A).
Lik=swise, transfers of funds or assets from a cundidate’s mon-Roderal campaign cemmittee or
account to his ar her principal cumpaign cammiitter for a fedluml elnetinn are pralitbited.

11 CF.R. § 110.3(d). A candidete’s fedemi campaign eammittee may, however, purchese
goods and services from its non-faderal campaign committee so long as the federal campaign
committee pays the “usual and normal charge" for such goods and services. 2 U.S.C.

§§ 431(8)(A)(H); 441b(b)(2); 11 CFR 100.52(d)().

In 2009, the Mayoral Committee paid $9,932 for opposition self-research by Stanford
Campaigns. On January 15, 2010, the Federal Committee paid the Mayoral Committee $5,000
for “the pro-rated cost to purchase the research.” Response at 3. However, it is unclear on what
basis thre Federal Committee calculated its pro-rated share of the research that it purchased. If
the Federal Committee tiszd the entire file that Stanford Campaigiss compiled for tie Mayoral
Conmuittee in the middie of 2049 for §9,932, then the $5,800 that the Federal Comntittee paid fox
the reseacch in Jazmary 2010, may nat bave bren the usual mxd mormal ahiarge for that resaarch,
which would be in violation of the Act and Commission regulations.

Based on the above, the Commission found reason to believe that John Callahan, Friends
of John Callahan and John V. Filipos, in his official capacity as treasurer, and John Callahan for
Congress and John V. Filipos, in his official capacity as treasurer, violated 2 U.S.C. § 441i(e)
and 11 CFR. § 110.3(d). The Commission also found reason to believe that John Callahan for
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Congress and John V. Filipos, in his official capacity as treasurer, violated 2 U.S.C. § 434(b)(3)
and (4).
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MEMORANDUM

TO: The Commission

FROM: Christopher Hughey
Acting General Counsel

Kathleen M. Guith
Acting Associate General Counsel for Enforcement

Susan L. Lebeaux
Acting Deputy Associate General Counsel for Enforcement

BY: Peter G. Blumberg (
Assistant General Counsel 4

B 2 0% —

SUBJECT: MUR 6257 (Callahan, ef al.)

RE: Pre-Probable Cause Conciliation Agreement

: 07

At the July 19, 2011 Executive Session, the Commission considered a

recommendation from this Office to accept a conciliation ent negotiated with the
respondents in MUR 6257. |

|

N l

|
| Therefore, we recommend that the
Commission accept the signed conciliation agreement, approve the appropriate letters,
and close the file. We are circulating this memorandum on an expedited 72-hour tally

vote
|
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MUR 6257 (Callahan, et al.)
Memorandum to the Commission 2

RECOMMENDATIONS

1. Accept the signed conciliation agreement;
2. Approve the appropriate letters; and
3. Close the file.

—
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
)
Callahan, et al. (Pre-Probable Cause ) MUR 6257
Conciliation Agreement) )
CERTIFICATION

I, Shawn Woodhead Werth, Secretary and Clerk of the Federal Election
Commission, do hereby certify that on August 17, 2011, the Commission
decided by a vote of 6-0 to take the following actions in MUR 6257:

1. Accept the conciliation agreement, as recommended in the General
Counse]’s Memorandum dated July 26, 2011.

2. Apprave the appropriate letters.
3. Close the file.
Commissioners Bauerly, Hunter, McGahn II, Petersen, Walther and

Weintraub voted affirmatively for the decision.

Attest:

@& £ 1] 2ol é?w»/d'a ud
Date Shawn Woodhead Werth

Secretary and Clerk of the Cothmission
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FEDERAL ELECTION COMMISSION

WASHINGTON, D.C. 20463

CERTIFIED MAIL SEP -8 201
RETURN RECEIPT REQUESTED

Robert A. Gleason, Jr.

P.O.Box 8

Johnstown, PA 15907

RE: MUR 6257
Callahan, ef al.
Dear Mr. Gleason:

This is in reference to the complaint you filed with the Federal Election Commission (the
“Commission”) on February 25, 2010, conceming John Callahan, Friends of John Callahan and
John V. Filipos, in his official capacity as treasurer, and Callahan for Congress and John V.
Filipos, in his official capacity as treasurer. The Commission found reason to believe that John
Callahan, Friends of John Callahan and John V. Fillpos, in his official capacity as treasurer, and
John Callahan for Congress and John V. Filipos, in his officlel capacity as treasweer, violated
2U.8C. §44li(e) and 11 C.F.R. § 110.3(d), and reason to believe that John Callahan for
Congress and John V. Filipos, in his official capacity as treaswrer, violated 2 U.S.C. § 434(b)(3)
and (4), provisions of the Federal Election Campaign Act of 1971, as amended. On August 17,
2011, a conciliation agreement signed by the respondents was accepted by the Commissicar.
Accordingly, the Commission closed the file in this matter.

Documents related to the case will be placed on the public record within 30 days. See
Statement of Policy Regarding Disclosure of Closed Enforcement and Related Files,
68 Fed. Reg. 70,426 (Dec. 18, 2003) and Statement of Policy Regarding Placing First General
Counsel’s Reports on the Public Record, 74 Fed. Reg. 66132 (Dec. 14, 2009). A copy of the
agreement with the Respondents is enclosed for your information.

If you have any questions, please cogtact me at (202) 694-1650.

Enclosure
Conciliation Agreement
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

. MUR 6257
John Callahan

Callahan for Congress and John V. Filipos,
in his official capacity as Treasurer;

Friends ef Jokh Callahan amd John V. Filipos,
in his official capacity as Treasurer

CONCILIATION AGREEMENT

This matter was initiated by an extemnally-generated complaint. The Federal
Election Commission (*Commission™) found reason to believe that John Callahan,
Callahan for Congress and John V. Filipos, in his official capacity as Treasurer, (the
“Federal Committee™) and Friends of John Callahan and John V., Filipos, in his official
capacity as Treasurer, (the “Mayoral Committee’) (collectively “Respondents”™) violated
2USC.§ 441i(e)(1)(A') and 11 CF.R. § 110.3(d). The Commission also found reason
to believe that the Federal Committee violated 2 U.S.C. § #34(b)(3) and (4).

NOW, THEREFORE, the Commission and Respiondents, having pweticipatet in
informel msthods of canciliatioa prior to & finding of probabls cavse to believe, pursusnt
to 2 U.S.C. § 437g(a)}(4X(AX3), do hereby agree as follows:

18 The Commission has jurisdiction over the Respondents and the sabject
matter of this procceding.

II.  Respondents have had a reasonable opportunity to demonstrate that no
action should be taken in this matter.

ID.  Respondents voluntarily enter into this agreement with the Commission.
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Conciliation Agreement
Page 2 of 6

IV.  The pertinent facts in this matter are as follows:

1. During 2009-2010, John Callshan was a candidate for the United
States House of Representatives for Pennsylvania’s 15% Congressional District. Callahan
officially anrourced his federal candidacy on July 27,2009. He filed his Statement of
Candidary with tho Commission smd degignusszd his principal campaign commitue on
July 31,2009 Im 2009, John Callahan wan smiteneansly an waopposcd canilidste for
mayor of Bethlehem, Pennsylvania, in both the primary and gensral elections,

2. Callshan for Congress and Johm V. Filipos, in his official capacity
as treasurer, (the “Federal Committee™) is a political committee within the meaning of
2U.8.C. § 431(4) and is Callahan’s principal suthorized federal committee.

3. Friends of John Callahan and John V. Filipos, in his official

capacity as treasurer, (the “Mayoral Committee™) is Callahan's mayoral campaign
committee, '

4.  ThbeMaysral Colomittes mmde tox pymoriti totaling $9,932 to
vendor Stetfiord Campaigns for “opposition self-research.” It made the first payment on
May 6, 2009 for $4,500 and the secnnd payment on Juzs 22, 2009 for §5,432.

5.  OnJanuary 15, 2010, the Fedem! Committes paid $5,000 to
the Mayoral Committee forﬁlemuchlndwpomdﬁwdisbul.umtoniuzomApﬁl-
Quarterly Report,
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Concilistion Agreenant

6.  The Federal Blection Campaign Act of 1971, as amended, (the
“Act”) prohibits a federal candidate, a candidate’s agent and entities established,
financed, maintained or controlied by them from soliciting, receiving, directing,
tranafirring or spersling funds in connection with a fodaral election, unbevs those finds
aro subject to thb limitatioss, probibitions antl reporting roquiressents of the Act.
20U.S.C. § 441i(e)(1)X(A).

7. The Act also prohibits transfers of fands or assets from a
candidate’s campaign committee or account for 2 non-federal election to his or her
principal campaign committes or other suthorized committee for a federal election.

11 CF.R. § 110.3(d). A candidate’s federal campaign committes may, however,
purchase goods from its non-federal campaign committes so long as the federal campaign
committee pays the “usual and normal charge” for such goods. The Commission's
regulations define "usual and normal charge™ as the “price of those goods in the market
from which they would have beea purchased at the ttme of the contribution.” 11 CP.R.
§ 100.52(d)(2). |

8. Each treasurer of a palities] committes shall fils reports of raceipts
and disbursements which shall disclose the identification of each person or political
committee whose contribution or contributions have an aggregate amount or value in
excess of $200 within the election cycle, together with the date and amount of any such
contribution; and for the reporting period and the election cycle, the total amount of all
disbursements, 2 U.S.C. § 434(b)(3) and (4).
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Conciliation Agreema
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9.  The Commission found reason to belicve that the Mayoral
Committee’s provision of the research to the Federal Committec for $5,000 was less than
the usual and mormal charge of $9,932. As a result, the Commission foursd reason to
believe that the Miyoral Comamittec made, and the Fedenst Comemittoe ssovpted, a $4,932
contribatian to the Fedentl Comamittee, which the Federal Cononittee did nat disclase on
its 2010 April Quartory mpart Filed with the Commission.

10.  The Respondents sontend that they acted on their good-frith
belief and advice of counsel that because both the Mayoral Committee and the Federal
Committee used the research, the Commission’s regulations addressing the allocation of
expenses made on behalf of more than one political committee were applicable to this
expenditure. The Respondents further contend that they believed because the research
had to be updated when the Federal Committee used it, the “usual and normal charge™
was les then the full price paid by the Mayoral Committee. However, in order to resolve
this matter without sdditional prescedings béfore the Commission &nd te additiensl
expamditsra of fisads, Respondents will not conteat the Coxnmission'z findings sed have
agreed to settle this matter,

V.  Respondents violated the Act in the fallowing ways:

1. John Callshan and Friends of John Callahan and John V., Filipos,
in his official capacity as treasurer, violated 2 U.S.C. § 441i(e) and 11 CF.R. § 110.3(d)
by receiving a payment of less than the usual and normal charge for research sold to
Callahan for Congress and Johm V. Filipos, in his official capacity as tressurer.

2.  John Calishan and Callahan for Congress and John V. Filipos, in
his official capacity ns tteagurer, violawd 2 U.S.C. § #41i(c)(1)(A) ead 11 CF.R.



11044301885

10
11
12
13
14
15
16
17
18
19

21

MUR 6257 (Callehan, et al)
Conciliation Agreement

§ 110.3(d) by paying less than the usual and normal charge for research purchased from
Friends of John Callahan and John V. Filipos, in his official capacity as treasurer.

3. Callahan for Congress and John V. Filipos, in his official capacity
as treasurer, violated 2 U.S.C. § 43%(b)(3) and (4) by failing to disclose i centribution
of $4,932 (it it received from Jobn Callahan snid Friends of Jola Callahss snd John V.
Filipos, in his afficial capasity as treasurer. '

VL. Respoudents will caase and desist from vnollﬁng 2 US.C. § 441i(e)(1)(A)
and 11 CF.R. § 110.3(d), and Callahan for Congress and John V. Filipos, in his official
capacity as treasurer, will cease and desist from violating 2 U.S.C. § 434(b)(3) and (4).

VIL  Callahan for Congress and John V. Filipos, iniliaoﬁcial capacity as
treasurer, will reimburse $4,932 to Friends of John Callahan and John V. Filipos, in his
official capacity as treasurer, and will amend its disclosure reports filed with the
Commission to accurately reflect such activity.

VIL Respondents will pay a civil penalty of $1,200 pursuast to 2 U.S.C.

§ 437g(a)(S)(A).

IX. The Commisgicon, on request of anyere: filing a complaint under
2U.S.C. § 437g(a)(1) concerning thcmma: at issue herein or on its own motion, may
review compliance with this agreement. If the Commission belicves that this agreement
or any requirement thereof has been violated, it may institute a civil action for relief in
ﬂteUnitedShtesDiluictOwuﬁort!wDimict of Columbia.

X.  This agreement shall become effective as of the date that all parties hereto
have executed sante and the Commission has approved the entire agreement.
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1 XI.  Respondents shall have no more than thirty (30) days from the date this

2  agreement becomes effective to comply with and impleimeit the requirements contained

in this agreement and to so notify the Commission.

3
4 Xl. This Conciliation Ageeement comstitutes the entire agreement between the

parties on the matters raived herein, am no etier wtutement, prmnise, or sgreamont, ciiher

written or oral, made by either panty ar by agents of either party, that is not coutained in

this written agreement shall be enforceable.

Christopher Hughey

5
6
7
8 FOR THE COMMISSION:
9
10 .Acting Genersl Counsel

s e KM G

15 Kathleen M. Guith
16 Acting Associate General Counsel
1?7 for Enforcement

FOR THE RESPONDENTS:

25 GCounsel for John Callahan,
26 Friends of John Callahan and John V. Filipos,
27 inhis official capacity as treasurer, and

28 John Callahan for Congress and John V. Filipos,
29 in his official capacity as treasurer

il

Date

7[39f il
Date
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