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SUBJECT:  Audit Division Analysis of Potentially Permissible Host Committee
Expenses Paid by the 1996 Committee on Arrangements for the
Republican National Convention dated January 31, 2000

The draft Statement of Reasons for the 1996 Committes on Arrangements for the
Republican National Convention {"Convention Committee™} was discussed at the
January 27, 2000 open session Commission meeting. The draft Statement of Reasons
proposed a total repayment of $774,858 by the Convention Committee to the United
States Treasury. The repayment amount includes a $482,111 in-kind contribution from
the San Dicgo Host Committee (“Host Committee™) 1o the Convention Committee, and a
$292,747 in-kind contribution from the Republican National Commitiee (“RNC™) to the
Convention Committee (S482,111 + $292,747 = §774,858).

At the Commission meeting of January 27, 2000, the Commission directed the
Audit Division to review expenses that the Convention Committee paid, but that it ¢laims
could have been permissibly paid by the Host Committee. The Audit Division has
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prepared an analysis of the expenses. The Office of General Counsel concurs with the
Audit Division's analysis of permissible host committee expenses.

This Office notes that the proposed offset does not impact the $292,747 in-kind
contribution from the RNC. The proposed offset wonld exchange the contribution from
the Host Committee for Convention Committee expenditures that could have been made
by the Hest Committee pursuant to 11 C.F.R. § 9008.52. The Audit Division's analysis
addresses whether the specified Convention Committee’s expenditures could have been
permissibly provided by a host committee pursuant to 11 C.F.R. § 9008.52. Because
national party committees like the RNC are not permitted to provide permissible host
commiltee expenditures, the $292,747 contribution from the RNC should not be offset by
Convention Committee expenditures that conid have been permissibly provided by a host
committee. The funds that the RNC could have spent in connection with the convention
are limited to the public funds that it already received and spent in accordance with
1T C.F.R. §§ 9008.4(a) and 9008.7(a). 11 C.F.R. § 9008.8(a).
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SUBJECT: ANALYSIS OF COA PAID EXPENSES THAT MAY HAVE BEEN
PERMISSIBLY PAID BY THE HOST COMMITTEE

At the Commission teeting of January 27, 2000, the Audit Division was directed
to review the list of expenses that the COA ¢laims could have been permissibly paid by
the Host Committee. The COA argues that it should be permitted to offset expenses it
paid, that could have been paid by the Host Committee, against expenses that the Host
Committee paid that were required to be paid by the COA. Such an offset would
eliminate a portion of the repayment recommended in the draft Statement of Reasons. If
the offset is permitted it will apply to $482,111 of the $774,858 recommended
repayment. That is the portion that is reiated to convention expenses paid by the Host
Commitiee. The remaining $292,747 relates to convention expenses paid by the RNC
and can not be offset by permissible Host Committes expenses paid by the COA.

The attached chart is a list of expenses that are claimed to be permissible Host
Committee expenses. The expenses total $1,606,138'. For ease of presentation the
expenses have been grouped into seven categories as follows:

1 Constructior. and facilities $212.407
2 Office Equipment $399.393
3 Parking $64,680
4 Security $46,337

! The COA has submitted two lists. One in response to the ECM and a “refined” list with the
request for an administrative review of the repayment determination. The analysis is based on the
earlier Jist. The amount that is available for potential offset is greater on the that list.



5 Hotels $743,624

6 Caucus and Platform Meeting $25,651
7 Undocumented $113,7486

Of these categories, the Audit staff beliaves that all of Categories 1 through 3
could have been paid by the Host Committee pursnant to 11 CFR §9008.52 (c), along
with most of the expenses in Category 4. Category 1 consists of a payment to a paving
company for landscaping and to prepare sites for temporary facilities, and payments to
Metorola for a two-way radio system. Category 2 is payments to Xerox for photocopiers
and to AT&T for computer equipment. As the title suggests, Category 3 is for parking
the week of the convention. Security, Category 4, is mostly for shirts that COA claims
were for security personnel. Although it is clear that the shirts and caps were imprinted
with the convention logo, the relationship to security is based on the COA’s explanation,
There is also a payment to a security company for the safeguarding of COA equipment.
These items are accepted. The payment classified as security by COA and not accepted is
for printing shirts but the invoice is less specific than those for the amounts accepted.

The total amount accepted as permissible Host Committee expenses is $718,384,
more than sufficient to offset the payments by the Host Committee determined to be
COA expenses.

The large majority of the expenses that are not accepted as permissible Host
Committee expenses are hotel costs for COA staff and volunteers. These expenses are
Category 5 on the chart and total $743,924. Section 9008.52{c)(1){ix) states that a host
committee can incur expenses “to provide hotel rooms at no charge or a reduced rate on
the basis of the number of rooms actually booked for the conventions.” Thus, section
9008.52{c)(1){ix) permits host committees to provide convention committees with any
rooms the host committee receives at no charge or at a reduced rate based on the number
of rooms actally booked for the convention.

Contracts obtained from the San Diego Convention & Visitors Bureau (*ConVis™}
between the COA and hotel vendors demonstrate that the COA received one free room
for every 40 rooms booked by the Host Comumittee. In addition, these contracts and other
evidence reviewed demonstrate that afier the hotels received full payment, the hotels gave
a 5% commission to ConVis, and ConVis forwarded this 5% commission to the Host
Committee.

In attempting to use the $743,924 paid for the rooms as a host committee expense
pursuant to section 9008.52(c1)(ix), the COA is incorrectly attempting to extend the
regulation to include not just the complimentary rooms the Host Committee properly
provided in accordance with section 9008.52(¢)(1Xix), but also the underlying rooms the
Host Committes would have been required to book in order to receive the complimentary
rooms. Section 9008.52(cX 1)(ix) is not that broad.



Category 6 contains payments to only one vendor. The purpose of the payments
was to provide facilities, sound and lighting for Caucus and Platform Committee
meetings on August 5, through August 9, 1996, before the start of the convention. This is
a National Party business meeting and not a Host Committee expense.

Finally, Category 7 is expenses for which documentation was not subrmitted to
establish the natre of the expense. A search of the audit files did not provide sufficient
additional information for these expenses, The total amounts not accepted as permissible
Hest Committee expenses is $887,754.

Should you have any questions please contact Joe Stoltz or Erica Holder at 694-
1200.
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Analysis of COA Expenses Claimed As Permissible Host Expense

Footnata 1: Response to the ECM Dated /9597, w0l Il: Tab J2

1 1 E] i 5 § L4
Vendar Amoun| Colegody | Parmissible COA Incerteminake Explanalion
Name Fad o Hos! Expense Expanse Mo i Mot a Permissibla Hoat Expense
For SO RusponserSee Fi1 A GO Exfinge Per Ay P dust Dacurmanion
1|Matrola $186,407.00 1 $185.407 00
{0 Paving $236,000.00 1 $26,006.00
3| Xargn $272.335.00) Z $2371,399 00}
4|ATT Capital 3136388000 2 3126984 DD}
5[ Aca Parking $:30. 50,000 3 530,A50.000
& Parking Company af Amerca $21,000.00 k| $24,0010. 1
7|Horton Flaza $7,500. 00 1 37,5000,
a| Awight San Chago Fariing E533000 3 $5,390.00
a|Frult of the Logm $40,580.00 4 $44, 850,00
10{Red Sun Custom Scraaning $4,433.00 4 $4413,00 Custorn T-Shirts Coniraal Printng; Republican T-sh
11| ¥ axddinepton's i $1,014.00 4 1,014,004
12| Clanion Hotel Bany 4w $240,891.00) 5 $240,981 008 Hokil Rooms Foe Convent. staff & Voluntesrs
13|San Diego Mamiott & Marina $182.336.001 5 $1582,338-00) Hots Rocms For Convent, atafl & Volunises
14| Ooublatres Hotal $76,153.000 5 $76, 153,00 Holal Fooms For Convent. staff & YVolunlsery
15|Hyztt Regancy San Dago £, 204 00 5 S 404 00 Holal Rocms Fer Comvant, gtafl & Yonizers
16| Radieson Harbar View §21,603.00 ] $31,803.00 Hoim! Ronms For Convant, skafl & Yolunisars
17| Holiday Inn on tha Bay $20,925 (1) & §20.925.00 Hotel Rooms For Convenl. sl & Yolumasre
16| Haiday Inn on Mission Yaley §19.7x2 00 & $18.7720) Hotel Rooms For Convent. aiall & Vauntears
10| rkward Johnson's Harbor Yiew 17438000 5 $17 48804 Hotel Rooms For Convenl. st & Velunisers
2oiHolday Inn Harbor Yiew §15,583.00 5 $15,583.00 Hatel Rooms For Convent. st & Velgntesrs
21[Super & §15,120.00 5 $15,129.00 Hotsl Rooms For Convenl sialf A Valontesrs
22| Embassy Suiles Hehsl $12.742.00 5 $12.742.00) Hete! Rooms For Convenl. slal & Vohkarisers
23(The Westgats Hotel $12477.00 ] $12ATT, Hota! Fooms For Convant siaff § Yokmiosn
24| Mamictt Swites 53,7540 & 55.754.008 Hots Rooms For Convant, staff & Vohinisas
25l Kena K Continantsl Flaza $5.772.00 5 30173, Hotel Rorms For Convant stafl & Volunbeers
751 Days inn Downliown §7.121.008 5 $7.121.00 Hotel Roams For Convant. staff & Vollnbesrs
F|Guallty Suites San Disgo $6,242.00 ] £6,242.00 Herbed Riooemes For Convent. staff & Volunteers
2&|The Combort Inn $6,205.00 5 46, 205, bix Hobel Rooma For Convand, stalf & Vounteers
29| Fadizzon Hedsl $4, 19900y 5 19000 . |Hoter Rooms For Comvenl. sia & Violontess
X]|Radisgnn Sulbes 5297700 5 $2.027.00 Hotel Foons For Comvenl stafl & Volonteers
3 {Moatng Services, Inc. $25,851.04) g $25,651.00 Pripacition for Cagcrs & Plationm Masting on Aug
32| Rally's Yyest Coas| Rasl $32,784.00 T 5§32 THE,
$26. 12000 H $28,320,
$19,.854.00 ¥ $10.394.
$0.00:0. 6 7 $10.000,
$9,386.00 7 §3.369,
$8, 100,008 7 £5,100,
$4, 355,00 T 4,365,
£3.27.00 7 $2.270.
£3,000.00 ¥ 0000,
$2.528.008 7 $2.528,
31,580, T $1.580,
H13.§ 7 11,
'|I |1 i P A SRRS—
Total of Cols 4:5 and § $1,606 138.00 §718.354.00  5774,008.00 $113,T46.00
LapendCatmn J)
taConatruction & Facliies
2=0ffce Equipment
J=Periong
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S=Hotads
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T=Uindocumanted




