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' DPid a tag line that asks for money somehow
trigger a fund-raising exemption?

And if it aid, what kind of percentage should it

And we sat and argued, privately and publicly, as
to the percentages and came to the conclusion based on our
precedent in other kinds of situations that if you were'
doing two things in an ad, you should be able to take 50/50.

Was that totally right? Was that totally wrong?
We had to make a judgment based on a request. And we did
that. And ve bend over backwards in those situations under
the history of our exemptions, and also under the
limitations of the State by State limits that we discussed
earlier.

So we made a decision. Whether that will be
there for the next Presidential Election? God only knows.

Hopefully, the regulations will clarify that, as you say.

i We had situations from the '84 elections where wve felt that

1 we plugged up some of these holes, and we gave some

information to potential candidates regarding telephones, I
believe, because that was a big issue in '84, which

| telephone calls had to be attributed to the State and which

to the national overhead costs.
I thought we handled that. So we thought we
plugged up that problem, and then you raise another problem.

vY -33
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S0 I think Commissioner Elliott said that we a:r:.)"i :

- always sort of back-peddling here. We're always trying to

look at the last election and trying to adjust our
regulations accordingly.

But we've always in the fund-raising exemption
area, we're always dealing with one specific piece of

material, whether it is a letter, whether it is an

. advertisement.

Here you are asking us to go besyond that concept
and look at backup material. . )

The question I have for you is:

Maybe you can explain telemarketing a little
better for me as far as why we should make this exception :
this kind of case.

Or are you suggesting that every piece of
pelitical material should be capable of the fund-raising

exemption as long as the campaign comes to us and says,

wvell, we used backup from that material to go out and

i golicit monies after the fact. Whether it is 24 hours,

whether that is 48 hours. Whether it is three weeks or six
months, should there be a cut-off?

And the follow-up question I have on that:

Based on your experience in the telemarketing
gsitvation in Iowa, when you sent the letter asking for money

based on the phone calls in Iowa, was it just during the

5
- 34
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| money, in other words, to help pay some other bills?

L.Iawa caucuses? Or did you go after the fact and ask for

In other words, was it strictly political from
« the Iowa sense, or wers you asking for money after the Iowa
. Caucuses were over and after the selection had been made?
MR. KENTON: Let me try to address those
' gquestions if I might, Commissioner, in order.
First of all, you point out that with respect to
the direct mail, you said -- or the Gore exemption -- that
: you were dealing with one piece of advertisemeht.
; I don't think that is exactly so. With respect
. to direct mail in particular it is not just the direct mail
_ piece that you exempt, but the purchase of the vendor list

: is exempt.

) That is not just the pieée of advertising -- you
| could easily go in -- the audit team could eagily go into a
direct mail operation and say,.okay, the letter is exempt,
but the purchase of the vendor list is not exempt. That is

a different transaction.
So it is not just the advertisement in the direct
mail that is exempt. It is the purchase of the vendor list,
" and that is a totally separate transaction. It could easily
g be allocated. It could be separated out by the audit team.

L And, yet, under the language in the reg, in

h connection with or associated with fund-raising, the

': YU - 35
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i, purchase of the vendor list is a fund-raising cost.

So I don't think that your comment with respect-
to the unified ad really holds with respect to direct mail.

COMMISSIONER JOSEFIAK: It 1s more in line with
the Gore Advisory Opinion. And whether it was subject to
the 50 percent rule.

The other question is the 100 percent allocation.
And, certainly, we would, as your statement suggests, we
would count in there postage, et cetera.

But I think that you can trace that'back to a
final combination into one piece. What you're asking us to
do, I think, and I want your comments on this, is to say:

Okay, if I put out a strictly political direct -
mail piece, or if I buy a list strictly for a piece of
political mail that is not fund-raising at all, that,
somehow, after the fact, I can say that all of those costs
attributed were for scmething else. It was not fund-
raising, because I'm using it after the fact for fund-
raising, should be allocated to fund-raising.

And that is where I am trying to -- I'm trying to
get your peosition on that.

Are you saying that telemarketing is an exception

" to the general rule?

Or, are you saying that anything that is

: associated with political material that then is used in

w-
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fund-raising should be allowed the allocation for the fund-
raising exemption?

MR. KENTON: The answer is that if -- it seems to

me that -- first of all, I think it's an area ripe for

" regulation.

But, if I were going to try to write a requlation

‘' and I accepted the premise of both the Gore decision and the

" direct mail exemption, if you will, you would probably want

to say that if it is reasonably promptly after the phone
call, if the phone call and the mail letter that goes out
are directly related to each other, if you're trying to

. write the reg, you would probably want to get into these

kinds of areas, that it asked for money.

. And going back to your t@ird question, that it
was used maybe on a continual basis to ask for money, we
went back to these lIowa peocple until the day after New
Hampshire. The people who had indicated they had
contributed to Pete, whether it was in Iowa, were solicited
continually by mail and by fund-raising - by
telephone/telemarketing.

And so it was used on a continuing basis for
tund-raising. And people, as you maybe know, in a lot of
these campaigns, people contribute four or five or six or
seven, eight times. It is not at all unusual up to the
limit, sometimes over the limit, if you don't catch it.

- 271
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2 CHAIRMAN MCDONALD: Do you have a list of thosefi
3 MR. KENTON: I want to talk about that in a
4 minute. We are being held accountable in ancther area for
5 some 50 slow repayments of those things. Out of 42,000.
[ They want to fine us for that, too. If you can believe that
7 52, I think is the number, out of 42,000 that we didn't get
8 back within 60 days.
- 9 But the point is that if you had made Mr.
o 10 " Josefiak -- excuse me.
Lo 11 COMMISSIONER JOSEFIAK: Josefiak. Commissioner
<r 12 ' Tom is fine.
e 13 COMMISSIONER MC DONALD: That's why I like !
- 14 McDonald. When you got down to Mr. Commissioner, I knew you
:i 15 were in trouble.
- 16 ¢ (Laughter.) )
o 17 MR. KENTON: You have what you might think is an
«< 18  enormous exemption for direct mail, direct mail into a State

19 asking for money is about 90 percent political, about 10

20 | percent fund-raising. Everybody knows that.

21 And I just don't think that this is any
22 ! different. Is that an enormous loophole into the statute?
23 : Is that a slippery slope?

24 ; It doesn't seen to me it is because it is,

25 E because as a practical matter, the big dollars into Iowa :

-3
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{nto the States are the television dollars.

If you were to quote, "open this up," unquote,
something like this for something that might be reasonably
prompt after that, if used on a continual basis, that is a
spall guote "loophole®™, end quote if you will, compared to
the Gore decision, because the big bucks are in television.

The big bucks are not in this. This is an

_ expensive program. This is not a program -- this really --

if I said 90/10 on direct mail, political versus fund-
raising, this is more like 50/50 because this is an
expensive program to run for just political reasons.

You would be far better for political reasons to

' put your money in television. But television doesn't raise

money as easily, so this is really an expensive operation

* that really is targeted to fund-raising more than a direct

mail piece, which is dirt cheap compared to this or
television, which is even cheaper-than direct mail as a way
of communicating.

So this is probably, of the three types of
thingl,.this kind of a program is probably the most fund-
raising balanced vis-a-vis political of the three.

So it seens to me that what you have got is
you've got the toughest rule right now, or the toughest
potential rule, on the program that probably has the most
fund-raising component to it compared to the political

yr -3
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COMMISSIONER JOSEFIAK: Thank you.

MR. KENTON: And I appreciate the difficulty that
the Commission has. This is just one of 100 anomalous
situations in the statutes, in these regs, that the
Commission and its Audit Staff try valiantly to deal with,

and situations that are anomalous in these regs and thase

. statutes are legion.

COMMISSIONER JOSEFIAK: Well, this has been very
helpful. Commissioner Thomas and I are invol#?d with our

own regulations committee, so I think your testimony here is

_ very helpful. You are right.

Please, any help you can give, divine or
otherwise, will be appreciated.

CHAIRMAN MCDONALD: 1I'm glad you cleared that up.

" At least now you know who to blame.

COMMISSIONER JOSEFIAK; But I am curious because
there are some of us who feel that even though there are
State by State limits, that the fund-raising exemption at
least should be eliminated. And instead raise the limits so
that you wouldn't have to go through this nonsense and make

- all of these crazy decisions.

MR. KENTON: Good words.
COMMISSIONER JOSEFIAK: I am curious from your

perspective being representing a candidate that was trying

YT - 40
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BLW/bc 1 f-;o get in the process without the power of the incumbency or
2 : without the big name backing. '
3 MR. KENTON: Or the jet.
4 COMMISSIONER JOSEFIAK: Or the jet. Well, I
S think the Democratic opponent would have more of a problem
6 than the Republicans with that even as you got further
7 along. We did even have a request I believe at one poiﬁt to
8 see if perhaps Mr. Dukakis could get the equivalent thereof
0 9 and perhaps that should be in the reg, the two nominees get '
o 10 government conveyance, at the least. . .
Ln 11 But that's not the way it is. But, I am curious
N 12 from your perspective, disregarding the horror show of
© 13 dealing with State by State limits, since we have got you
; 14 here =--
N 15 MR. KENTON: Good word.
o 16 COMMISSIONER JOSEFIAK: Do you think it is an
o 17 advantage with someone like Mr. duPont to have a limit, or
« 18 is it a disadvantage?
19 In other words, would you find it more difficult
20 ? to get your message across if you knew that, for example,

21 ﬂ that George Bush could spend $20 million in the State of
22 Iowa and the State of New Hampshire?

23 or the fact that you may be able to spend $20
24 miliion in the State of New Hampshire to use that as

25 " something that could challenge the power of an incumbent.

-
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[., I am curious from your perspective because we

i
J

+

have always been asking Congress to eliminate State by stat;x
limits because of the administrative nightmare.

But Congress has been reluctant to do that. And
I think part of the problem has been, other than the fact
that they have never had an amendment before them that was
really active, that I think there is a concern that if you
eliminate the limits in the States of Iowa and New Hampshire
in particular, you're going to have a blood bath and perhaps
peocple who were trying to get in the process under a public

' financing system, trying to stay within the rules and the

limits, would have even a more difficult time of getting

- their message across if someone like the incumbent, Vice-

]
.
\
o
i3

3

. s
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President in this particular case, would have that access
for other reasons; namely, having the federal office-holder
benefits to rely on.

MR. KENTON: Boy, yoﬁ are really into it now.
Those are well-taken comments.

The problem once again, if you really want to go
to:the core of the problem, the problem really is this
process vhere Iowa and New Hampshire come first. That is
the real probles.

Once you have so much at stake in those two
States, the rest of it just kind of dominces. So, if you

were to ask me to go to the core of the whole problem, it

Y1 -4
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,; woulQd probably be to the Iowa and New Hampshire pracedcnt;:
" Precedents, if you will, of the other States. :

That is the real problem. And there has been a
lot of talk about how to deal with that. The outside
candidates certainly don't want a national primary on one
day, but there have been a lot of other, I think, thoughtful
ways to address this that have been discussed and argued and
debated, and a lot has been written about that.

And I think that almost any systenm is better than
the one we have. But I guess you always think that the
grass is greener.

But the answer is, as a practical matter, if you
were to ask me, given the situation as it is, if I woulé
" rather deal with the nightmare of the allocations or let
George Bush spend $10 million in Iowa, I'd rather have the
allocations. .

COMMISSIONER JOSEFIAK: Well, I think, the bottom
line is, and where you have been very helpful, is perhaps
_ assuming that we are going to have the State by State
. limits, that maybe the best way to approach it is a more
simplistic view of the regulation in dealing with this, and
try to set down some objective standards in certain areas
% and people will just have to live by them whether they are
good, bad or indifferent.

And what we try to do -~ it is really a case

[}
V-4
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BLW/bec b g,can. basis when somebody like you comes in and raises an
2 " igsue that we try to address, or Mr. Gore comes in with an
3 issue, we try to address it based on what the law and
4 regulations say, and how far you can go under that law and
5 regulation.
6 And knowing full well that under the Public
q 7 Financing scheme, there is a contract between the candidate
8 that receives the public money and us that are certifying
. 9 the public money. We say one thing and we agree to do
o 10 certain things, and the candidate, by signing that
n 11 . agreement, says:
v 12 By that agreement, we agree to abide by certain
*ij 13 spending limits. And that is our responsibility. And it is
- 14 not an easy task. And I know it is not easy from your
:? 15 . perspective to come up with these allocation formulas.
o 16 I have been on the other side. I know what a
o 17 nightmare it is. It is a very sensitive area.
o 18 MR. KENTON: Let me say that, generally speaking,
19 if you were to ask for my advice, which is probably worth
20 about vhat you're getting ready to pay for it, that --
21, CHAIRMAN MCDONALD: You must be different than
22 ; any other lawyer.
23 COMMISSIONER JOSEFIAK: He is not from
24 . Washington.
25 ﬁ . CHAIRMAN MCDONALD: If he is here an hour, it

-4y
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" ¢ill all change.

(Laughter.)

MR. KENTON: The arbitrary allocation numbers are
far easier to deal with rather than to have the audit stufs
come in after the fact and try to go in and find out how
much was allocated to this and how much was allocated to
that and try to figure out. .

They have a nightmare of a problem. Things like
the 10 percent, finance exemption, or the 20 percent, other
types of things.

Those things are arbitrary. But at least
understandable, generally speaking. So, it.I were to
suggest that you go any direction, i* would be to make :
reasogable arbitrary decisions, if you will. 1In other
words, go in and set up numbers, set up some formulae that
are easily understood, and not have the audit staff and the
campaign staff with this nightmare of a problem of trying to
figqure out the accounting on all of this.

Just say how much do you expect that you can do?
Pick a number. Tell us what the number is. And everybody
can go home.

COMMISSIONER JOSEFIAK: I thank you. As one
member of Congress told me way back when, he said to me:

"Write a regulation. You may be wrong, but at

* least it will be a regulation that people can abide by."

Vi-45
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. Thank you very muph. You have been helpful.
MR. KENTON: I appreciate your interest.
CHAIRMAN MCDONALD: Thank you, Mr. Josefiak.

Okay, now Doug Patton, on behalf of the House of

' Representatives.

MR. PATTON: About four questions, Mr. Kenton. I
am sort of curious. We are talking about fund-raisiné in
Iowa, which happens to be my home State. So I am sort of
curious to == I do have Republican friends and Republican
relatives as well out there, even though I am on the other
side of the aisle.

CHAIRMAN MCDONALD: That's what's happened to us.

MR. PATTON: I am curious. Based upon what you

said, do you have the figures on actually how much money you

: raised out of Iowa and what percent of that did that

- B

comprise overall money that you raised. Percentage-vise.
MR. KENTON: The ans;er is that we raised --1I
don't have the exact number --
MR. PATTON: Ball park, if you can.
-« . . MR. KENTON: Staff maybe has that number.
$75,000? I mean, you know, not a lot of money, but not a

little, I would say, per person. I would say this. That

. per population we had more contributors from Iowa than any

other State in the nation, except for Delaware, as a
percentage of the population. Now those are decimal point

V- 46
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numbers. Are you with me on-that? ™
As & percentage of the total population in Iowa,'
more people have contributed to the duPont campaign than any
other State in the nation, except for Delaware.
MR. PATTON: I guess that proves that they plowved
under all of the fields, corn fields. They made law fields
out of them, Field of Dreams.

MR. KENTON: I think the average contribution was

- fairly low though compared to Delaware.

MR. PATTON: I think Commissioner Josefiak, I'm

- not sure if he asked this question -- so, I may be re-asking

it -- was this fund-raising plan part of an overall plan to
raise money?

MR. KENTON: Oh, very much so. If we had been
successful in the succeeding States, we had this computer
capability to call in, target the people, find out what they
believed in and mail, mail, mail back to them, phone, phone,
phone, back to them, get them to contribute two times, three
times, four times.

. MR. PATTON: Did the plan realize your budget
expectation? Did you have a line item as to what you

thought you would raise out of this kind of a program? Not

i only for Iowa but, say, if you vent further out in the

distance.
MR. KENTON: Oh, yes. Plans we did have, in

T4
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writing. We had a 250-page campaign plan with probably a ]
S0=-page finance plan that detailed it out in a great deal o;

. detail, about how much we would get from Delaware

contributors, how much from relatives, how much from direct
mail, how much from telemarketing, how much from PAC --
zero. ©Oh, yes. And there were paragraphs written about

each of the plans.
MR. PATTON: You mentioned this I think in your

" opening statement. In your opinion, did you rely on the

regulations as to no cost associated with =- &ou said a -
statement in your opening remarks that ~- at least I had the
feeling that you relied on the regulations as written for
your actions.

MR. KENTON: Well, ves.

MR. PATTON: Or the lack of exception.

MR. KENTON: I am cautious about helping, about
taking that bait too quickly beéauae I don't want to sit

here and suggest to you that I am an expert on all of the

, rules and regulations of the things. But I do remember

conversations when we got into the issues.
R They were brought up by our lawyer and he said
that -- we asked hiz whether these things would be allocable

' €0 Iowa, and he said, *I think it is a close call."

He said, "The regulations say in connection with

or associated with, and I think you've got a pretty darned

- 49
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_ Opinion, would this put you under the expenditure
" limitation?

good argument.®

And so I do remember that discussion, but I caﬁ't
tell you that I recall sitting down myself and reading the
regulation, but it was discussed in general terms with our
counsel.

MR. PATTON: Final question.

Based upon your calculations, if the Commission
made a determination that this is a 50 percent following,

what you are saying, following the guidelines of the Gore

MR. KENTON: If you went to the direct mail
incident, it was all 50 percent, too? (u
No, no, nobody would be under. I mean, Alexander

Haig wouldn't be under if you went to all of the direct mail

and said it was 50/50 -~ .
MR. PATTON: No, no, I'm just talking about the

fund-raising program, per se.
MR. KENTON: I'm talking about the direct mail.

Are you talking about the telemarketing =---

MR. PATTON: The telemarketing segment.

MR. KENTON: If the whole thing were made -- now
what you ﬁave done is ~- assuming they are equal costs -- we
adnmitted were -- we didn't allocate. Excuse me. Two we

allocated to Iowa. There were four left.

1 - 47
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P The staff gave us, one of the four, 8O that is

three out of six. So I guess the answer is it would be
about the same. They said three out of six. And we are
saying six out of six. If you took six out of six and made
them 50 percent, I think you would be back to the sanme
place. My math may be. Maybe there's a problem with nmy
math.

Maybe ==

CHAIRMAN MCDONALD: 1 think you're.goinq to have
to have a discussion with folks immediately pehind you. I
have no idea what the answver is.

(Counsel conferring.)

MR. KENTON: If you provide the s0 percent for
the three in question, we would be under. Yes. If you
apply the 50 percent for the three in question, we would be
under.

But, if fou went back and tried to gobble up
everything, if you put back on the table all of the ones
that are off the table, we would be over.

! MR. PATTON: Does that take into consideration

| the 20-day exemption then?

| MR. KENTON: The forner comptroller of the

. campaign, down here at his own expense today, advises nme
that 50 percent of the whole thing we would be under.

MR. PATTON: Thank you.

YT - 50
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¢, - Thank you, Mr. Chqi?man. Thank you, Mr. Kenton.
CHAIRMAN MCDONALD: Thank you.
Thank you, Mr. Patton.
Dave Gartner for the U.S. Senate.

MR. GARTNER: Thank you for coming. I agree that

, it is important to air matters such as this when people have

strong feelings about them.
First of all, let me just say that I think the

. Commission's staff, and I am referring to the Office of

: General Counsel and the Audit Staff, has done a good job in

| coming forward to the Commission with its recommendations.

Having said that, however, I will hasten to add
that, in my judgment, they have come forward with

recommendations based on a very strict interpretation of the

' gtatute and of the regulations there ynder.

I think it is my judgment that the Commission is
faced with a surely simply stated.issue, and that is whether
or not it wishes to give an even broader interpretation, I
guess, to the rules and the statute than it gave under the
Gore AO.

The Commission, as the Chairman noted and others
have noted, has said repeatedly that it is not satisfied
with the State by State limits. And as we know, the Gore
interpretation was a broad interpretation of both the

statute and the regulations.

vi- Sl
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BLW/bc b § .l I think they are both written in such a wvay thag.'~
2 % they probably could be int;rpretcd to allow or not take .
3 | place the expenditures under the Iowa limits.
4 I think that the gquestion really before the
5 Commission is whether or not it wishes to place that broad
6 ; interpretation on it.
7 I want to thank you, as the other Commissioners
8 . have, for coming here and making a very good case for your
~ 9 ! candidate. I think you did a good job and I’think your
o 10  argqument was very well-presented.
<O 11 . Thank you, Mr. Chairman.
= 12 : CHATIRMAN MCDONALD: Thank you, Mr. Gartner.
0 i3 Let me ask the witness -- would you like a fivr
- 14 minute break? You don't want to take a short break?
: 15 ¢ MR. KENTON: If you would like to take a break,
. 16 % Mr. Chairman. -
o 7 CHAIRMAN MCDONALD: I'm in a position where I can
< 18 glalvays take a break.
19 . (Laughter.)
20 CHAIRMAN MCDONALD: Whether you are here or gone.
21 It's entirely up to you.
2 MR. KENTON: I would prefer to continue until the
23 {ibittcr end.
24 ;i (Laughter.)
25 {l CHAIRMAN MCDONALD: You have been here before,

| i-52
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f%pavcn't you?

KENTON: No, sir, I havaen't.

CHAIRMAN MCDONALD: Larry Noble.

i MR.

p MR. NOBLE: Thank you, Mr. Chairman.
Thank you, Mr. Kenton.

And also for your kind words. They always make
me nervous, but thank you. '

CHAIRMAN MCDONALD: They always surprise the rest

of us.
MR. NOBLE: That's why they make me nervous.
(Laughter.)

. MR. NOBLE: You referred to the plan before. Thc.

campaign had a written plan about fund-raising.
Was this specific program mentioned in the
" written plan?
MR.

KENTON: The written plan, as I recollect,

talked about a telemarketing direct mail program in general

terns, as I recollect, Mr. Noble. It didn't talk about how

many phones, and it was not that specific. But it did talk

about the general direct mail telephone type of plan. And

there was a number in the budget that I recollect as to how

+ much this was going to raise. I don't remember what the

| number was.
The nhumber of $200,000 sticks in my brain, or

§ maybe $500,000. Maybe that includes some other things.

o -
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This is out of the $7 million budget.

MR. NOBLE: Going back to the Gore Opinion, and I
think Mr. Gartner -- I agree with Mr. Gartner. This is
really a question of whether we would expand on the Gore
Opinion.

One of the problems is to try and find after the
Gore Opinion some bright line or some way that we can figure
out where we would stop on this.

I may disagree with you a little about the Gore
opinion. It at least deals with a finite matter. What it
finally came out with is one public advertising.

Here what you would be dealing with is a number

. of things that go to the public. And a number of them which

 did not mention specifically fund-raising. And then

S aswes

bringing them all into one fund-raising umbrella.

Can you give me an idea of what factors you would
loock at? One of them, you mentioned, was timing. It should
be right before =~ 24 hours, 48 hours, a reasonable amount
of time.

I think there would be an argument there that
vhile we were building up for months to create this list of
people we would then later hit for money, do you have any
suggestions on where we can draw a line at that point?

MR. KENTON: As I say, this is all a slippery
slope type of thing. 1In coming back to the limitation

¥T -5
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.is-u.. of Ms. Aikens, you could draw the line, once again
coming back to Commissioner Tom's comments, I don't care
where you draw the line. Draw the line and tell us. Forty-
eight hours is probably too quick. But six months is
probably too long.

I think that it ought to be reasonably promptly
after the phone call, even if it went out -- if I were to
draw on the regulaticn, just based on my experience, seven
days, maybe, it night be a reasonable rule if you were
looking at it in the future. '

I think another type of test, if you would, is
that it be targeted, it be specifically targeted to
individuals. And that as the telemarketing programs are,
you are saying an extension of the Gore decision.

I think that this really comes just kind of just
under the Gore decision. If you're talking, as I say, about
loopholes and the ability to poﬁr dollars through loopholes,
the Gore decision is a far bigger loophole than, if you
will, to grant an exception, grant an exception such as this
because of the ability to pour millions of dollars into
television.

And this is a very time-consuming, hardware-
driven, computer~-driven type of an operation which is not as

easy to pour deollars into, although it can be expensive.

But, certainly, not compared to television.

Vi -55
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R If it wvere targeted to individuals, that it
specifically identified issues, if those issues were then
used within seven days, for example, to follow up and make a

fund-raising appeal based upon the information solicited or

elicited from the telephone call, that I just don't see how

that is different than purchasing a vendor list in a direct
mail effort.
MR. NOBLE: But doesn't that define a whole

- campaign? A campaign for purposes toc get voters and getting

money? Not necessarily in that order.

MR. KENTON: Fifty/fifey.

Going back to the Gore rule, I am not suggesting
to sit here and tell you that this did not have political ¢
benefits, although given the vote in Iowa, apparently, not
much.

But, as I said to ono-of the other Commissioners,
if you look at the Gore situation with television, and you
look at the direct mail situation, this has more fund-
raising per buck than any other ones do. If you really want
to get it down to the nitty-gritty, this is more of a fund-
raising program and was used for fund-raising more and has
more fund-raising per buck == to repeat myself -- than the
other ones do. More fund-raising components, less political
component than any of the other ones do.

I mean, the Gore thing, it is about 99 percent

vi-5¢
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ﬁpvortisinq and about 1 percent fund-raising. I mean, you

send in money. Whose going to sit down and write a check?
You don't know where to send it looking at the thing.

But that isn't going to raise a lot of money, so

. given the Gore decision and given the 100 percent direct

mail exemption along with purchasing the vendor list, it
seems to me that this certainly falls somewhere in between.
MR. NOBLE: I think again, I had some problems
with the Gore decision. The biggest problem is that
slippery slope. I'm just trying to figure out where we'd

+ begin drawing those lines. Maybe the end result of it would

be that 50% of everything is fund-raising in a campaign.

MR. KENTON: That would be real easy to
understand.

MR. NOBLE: But, personally, I think that would
cause serious problems with the State by State limits as a
method of trying to get rid of éhc State by State limits.

MR. KENTON: I don't think these are easy issues.

MR. NOBLE: No they're not.

MR. KENTON: But, as I say, it is no different
than having 150 people live over in Vermont, you Kknow, and
work in New Hampshire.

MR. NOBLE: I don't think that was the intent of

the State by State limit either.
MR. KENTON: There are just a lot of anomalous

prafa i
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situations.

MR. NOBLE: Thank you.

CHAIRMAN MCDONALD: Bob Costa.

MR. COSTA: Yes, just a couple of quick
questions. 1In relation to the telemarketing program that
you mentioned earlier, you raised some $75,000 as a result
of the follow-up letters that you had sent out.

MR. KENTON: I think I asked =-- I think I asked
somebody. I sought some guidance on what was raised totally
in Iowa. . -

And I think that that was about $75,000.

MR. COSTA: Do you know offhand how much was
raised on the telemarketing program itself? Based on
follow-up solicitations for contributions.

MR. KENTON: I would hesitate to guess.

MR. COSTA: Do you have any idea?

MR. KENTON: But there was a point I made to
somebody else before. We had more contributors in Iowa as a
percentage of the population than in any State in America

except for Delawares.

MR. COSTA: Do you know roughly how many follow-

" up letters were sent out based on the telemarketing program?

MR. KENTON: Probably, a dozen, and a lot of them
after the Iowa, probably half of those after the Iowa

caucuses were raising money from people who had indicated

Y1 - 59
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BLW/bc 1 dinterest in Pete duPont, to get them to contribute for the
2 New Hampshire effort.
3 MR. COSTA: Do you know the total pieces mailed?
4 ) MR. KENTON: Total pieces mailed in the whole
5 campaign?
6 MR. COSTA: Telemarketing program directed at
7 Iowa. .
8 MR. KENTON: Total pieces mailed. I would say
9 that if we made -- excuse me for a second. .
f 10 MR. COSTA: Just a ball park guess. E
o & S MR. KENTON: I can get the number of how many
I 12 calls we made in the universe. I could then maybe make some l
6 13 . calculations.
- 14 { Excuse me for a second.
© 15 ! (Counsel conferring.)
: 16 :' MR. KENTON: Very rou.qh. I would think that we
o 17 started with a universe of about 60,000 people who we
o 18 ‘ thought were most likely to contribute. That was based upon
15 geography, income, those kinds =-- voter registration
20 clearly.
2l We then called all of those people. We did not
22 ! send fund-raising letters or any letters to people who were
23 ﬂ staunchly for another candidate. That weeded out about 15
24 § percent maybe, or 20 percent who just said they weren't ever
‘\ 25 é. going to change their mind. They were going to vote for

ix Y1 -5 %
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' caucuses, we narrowed it down. People who had given, you

" know, once out of -- anybody who gave before was continually

60

'Gcotqo or Bob or Pat Robarpson wvas more typical, no matter ~

i

(]

-~

¢

&hat happened.

And then vwe mailed those people probably three or
four times before the Iowa caucuses and probably three or
four times after the Iowa caucuses, just to give you a ball
park figure.

MR. COSTA: One hundred thousand?

MR. KENTON: Particularly after the Iowa

mailed; if they showed that they were with Pete on three or
four issues that he was talking about, they.might continue

; to get mail after that, Iowa caucuses before New Hampshire,,

because they thought that he really agreed with them.
And the more they got to know, the more that
person might ba inclined to contribute.
So there vas a narrowing and a broadening

depending on how many letters we wanted to send out in the

" gcreening. Sort of a rank order type of thing.

But I want to emphasize it did go on and ve
continued to mail to these people after the Iowa caucuses

for fund-raising purposaes.
MR. COSTA: So, probably more than 100,000 pieces

is a fair guesstimate?
MR. KENTON: Ball park.

N1 -6
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MR. COSTA: Okay.
MR. KENTON: But a great many of those after the ]
Iowa caucuses I would point out in which there was no
political benefit mailing into Iowa. I will never go on
that bike ride.

CHAIRMAN MCDONALD: You have proven beyond a
shadow what we have all maintained in Congress for years, is
that if you were good friaends of the Governor's before or
Vice-President's or Senator's or anyone else, and you
undertake this task and you are still good tri;nds after it
is over, you are truly a good friend.

The process is pretty demanding and I don't think

- any of us doubt that.

I have a few gquestions to try to get to the

specifics of this case for just a minute, and then I might

' say to you, as I think Commissioner Aikens indicated to you

i

i

earlier on, that not only is it helpful that you come in but
her comment was that she would urge you to urge the members
of Congress to look at this very closely, as we have done
for a number of years.

I think the reason that I would urge you to pass
this information along to anyone I see in the campaign

process, I wish all of the participants would get together

" and try to visit with the Congress about this.

e me ela &

And do it at a time when the climate is not so

v -ef
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!'difficult. 1991, 1992, it will be impossible, but there is &t

‘ .
! never a better time, in my opinion, than now, to be honest

about it, and we have talked to members of Congress and are
. trying to talk to them in this light because we realize as a
practical matter, once you reach a certain stage, there is
; no turning back.
And so I think Commissioner Aikens' suggestion is
a very good one, and I would only add to it that I would
hope that you would pick up others along the way on both

sides of the aisle.

- —— -

Who, by the way, I think, without exception,
share this frustration with the process.
MR. KENTON: I think the Audit Staff, Mr. Costa's
staff and others are in an impossible situation, as the o
Commission is.
H And, you know, I have talked to most of those
pecple. All of thenm are still mf friends. And if you asked
" them to the person what is the biggest kind of hidden
- problem, once you have been through this, that you didn't
] really focus on -- was it a negative campaign? Was there
difficulty in raising money? ==~ I mean to the person, they
: will tell you: This process is the most difficult and
ﬁ unforeseen maybe is the word -- maybe not by the Vice-
: Praesident. He had besn through it before.

i But, for everyone else, I mean you could be

i YT - GZ
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sitting having a cup of coffee any place and you sit around .

" and talk about FEC stories.

(Laughtaer.)

We weren't talking about some of the other
problenms.

CHAIRMAN MCDONALD: You sit around and talk about
us.

MR. KENTON: No one is critical. You're trying
to do -- you're doing a very good job in a difficult
situation. And we spent $600,000 on this process.

And what do we get back out of it -~ $2 million?
Not a bad return, but that is still a lot of money.

CHAIRMAN MCDONALD: I think in lots of respects
you would have a lot better opportunity of having an impact
on Congress than we would. and I think that my two
colleagues from the Congress might share that point of view
- bacause we are in a posture of asking for it from an
séministrative standpoint as opposed from a practitioner
standpoint, which, again, I think clearly you have an
advantage that we don't have.

- And I do hope that you will follow Commissioner

Aikens' concerns and take her advice in that area because I

# think it would be genuinely very helpful.
@ MR. KENTON: If I had the opportunity to testify

g in front of a group that was not about to decide my fate, I

YT -63
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" interested in discussing for a minute. And I want to say

.could say a lot of things..

g 64 £x
v

I could be real candid in front of Congress, urf‘
Chairman. I would be happy to do that.

CHAIRMAN MCDONALD: Well, maybe you will have
that chance in a different context.

Let me just go over a couple of things that I'm

about the Audit Staff, and I appreciate you being very
candid, I think they are in a very, very difficult position
with the example that you gave, and I apologize because I
don't think that I wrote it down =-- how many did you say?
Fifty-two? You gave me a number earlier.

MR. KENTON: I have a couple of points I want t-
make at the end, but that is not on this matter, Mr.

McDonald. We're being held accountable.

CHAIRMAN MCDONALD: -I understand.

MR. KENTON: We're being held accountable. Once
you mail to pecple six, seven, eight, twenty times, as the
duPont family got mail, you write $100 check, $150 check,
and you're over.

CHAIRMAN MCDONALD: The gquestion was returning it

| and not returning it.

MR. KENTON: Within 60 days. This is now once
again with a volunteer CPA firm. And half-time people and

volunteers working in the operation. We took in 42,000

1 -6GH
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1
2 1 think is what it's called, facing a potential fine for being-
3

late on 52 of those in the middle of the crunch between Iowa

4 and New Hampshire.
5 Now, the audit staff has got to enforce the law.
6 ~ I'm not being critical.
7 CHAIRMAN MCDONALD: That was going to be my
8 point. First of all, I think those are staggering
9 - statistics and things that would again help your case.
o 10 MR. KENTON: 1I'm surprised they touﬁd then.
O 11 CHAIRMAN MCDONALD: They are pretty good. I
‘T 12 - think those are very compelling numbers. But I did want to
gﬁ 13 make clear, because you had brought it up and I knew it
o 14 . wasn't in the context of today's activities, but again that
i? 15 is the posture you are in. And, again, it goes back to the
o 16 ° bright line concept that lLarry Noble asked about earlier.
o 17 - Is it 52, or is it 526 or is it 6, or is it
« 18 1,0007?

i Those are the kinds of issues. And I think
20 || Commissioner Josefiak did the best at outlining what we are
21 faced with and what the procedure is, which I think is

22 fairly important to understand as well.

23 | And the advisory opinion, and it was a very
24 % heated discussion, I am curious about it a little bit. I

; . 25  want to go back to something Commissioner McGarry said.

165
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,,yhoso of us that took the theory of the S0 percent rule, and*
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L e

he hit the nail on the head as far as I'm concerned, was
that we knew that we were forever going to be involved in
these subjective judgments.

And we had a conversation in this very room
yesterday over not this kind of a problem but a problem
where, again, time and its impact are always up for very
subjective views.

That is one of the things that we try to do, is
take the guesswork out of the process. '

I don't know whether a tag commercial is geared
toward votes and/or money. My guess was and is that it
answers both an effective commercial -- that is what their-
purpose was.

And I think we could and we did argue for
sometime, as Mr. Josefiak pointed out, about the merits of
the percentage; be it 25 percené, 30 percent, I don't know
the answer to that.

But I am little bit puzzled in relationship to

this case specifically, saying that the Gore opinion is much

more of a loophole.

And I guess that I am puzzled because of the
rationale you have employed. In the Gore advisory opinion,
if memory serves me right, they asked for a contribution

right then. No question about it. It was at the end, and °

¥1-66
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,Qoubt if many people would keep the TV turned up if the
first thing said was: Gee, we want money. And, coh, by the

_ way, we are for this.

I would assume that there was a logical approach

, to the commercial. Whether it benefitted them or not, I
- don't really know. I think the answer overall would be no,

.+ I guess, in the final analysis. But, clearly, that is a

pretty logical deduction.

Even you have indicated you made your pitch and

. then maybe you were a day or two removed, but that is part
r and parcel of the process. But I think Commissioner

;. Josefiak was right on point when he said there is a

different set of circumstances, and that is one step
removed.

aAnd when Dave Gartner told us that the Commission

' will have to decide if it wants to go that extra step, I

? tend to agree more with his analysis than yours only because

I think that there is another step being added here.
Now I'm not saying it is wrong, I don't know
about that. But we will just have to analyze today's
proceedings and see where we all come out.
But, for example, if you made calls on the day in
question and then the next time out, you did a follow-up, or
I should say you talked to people, then you made a follow-

up, the second round was money, I gather, what about those

T -6
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‘people that didn't send you money?

Did you go ahead and pursue those for a cortainty‘
so that they would participate in the voting process?

You didn't drop them if they didn't give you

" money. They may not have been as =--

MR. KENTON: Desirable.
CHAIRMAN MCDONALD: Precious -- I wasn't going to

. say desirable. All Iowans are desirable. They get lots of

¥ attention out there. It is critical to win iq Iowa because

. wins in Iowa seems to get beat. But that's all right. '

-
$ L X 13 NUSpeLE

T2

you never win the Presidency once you win in Iowa.

I've tried to figure this out for years, and I am
from a small town myself. And I don't get it. Everyone who

You made a call. You did a follow=-up in which
the pitch I guess was you agree with Pete, please send
money.

I agreed with Pete, but I didn't send money. Did
I hear from you again?

MR. KENTON: The first thing you did is you got
ancther letter back that says: Come on. You know, you
really do agree with him. Please send money.

And so that was the first thing that happened,
especially if you agreed with him on three out of four, you

were asked for money repeatedly.

But, as you kind of fell off in your interest,

YI-(%
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CHAIRMAN MCDONALD: Those may have been new
Republicans that you were getting.

MR. KENTON: One day, we will fix social
security. But, anyway, the answer is I've tried to be very

candid. I'm not suggesting that this didn't have a

political overtone.

CHAIRMAN MCDONALD: Sure, I understand.

MR. KENTON: Sure we used those people. We
called them on Election Day and tried to get éhcn to go vote

" for Pete. But, if you compare that, Commissioner McDonald,

to the direct mail situation, and the reason I don't think

it is an extra step, I think that you already took that step

perhaps without wittingly knowing it in the direct mail when

" you permitted costs in connection with or associated with

+ fund-raising to be charged to the National Fund-Raising

Exemption, the cost of buying vendor lists.

4

That is a different step, buying the list. You

, could easily, if you wanted to, you probably never thought

i

P tmmdmimeed

| about it before, but you could easily say:

No, the cost of buying the list -- because you

. can use the list, and they do use that list for lots of

other things -- could be easily separated out from the
direct mail piece. But it isn't.

And what we are doing is we just have another way

yi- ¢’
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of getting the target list.
CHAIRMAN MCDONALD: Let me pursue that a minute,
Because you have used that example on numerous occasions.
If I had a list and, in fact, I am a little bit puzzled by
the argument in view of what you have just said about your
own fund-raising method, and you write a second time and you
say, Oh, come on, if I have the list and I buy the list for
fund-raising activities, would you take the opposite poi-t
of view, that we shouldn't call that fund-raising activity i
when, in fact, it is clearly what it is designed to do? :
You're saying that you shouldn't have the list as
a fund-raising vehicle? .
I'm not following your logic, to be honest about (

it.

MR. KENTON: No, I'm saying you should. And I am
saying that if that is a cost which is reasonably associated
with fund-raising, which it is ~-- in my judgment, it would
be -- if you asked for my judgment, I think that is the

right rule.

CHAIRMAN MCDONALD: Sure.
MR. KENTON: And if you permit that to be a non-

allocable expense, fund-raising expense, and that list, I
. can assure you, the only thing you really said that wasn't
quite factually accurate, Mr. McDonald, is that when you buy

" that list, they use it for a lot of other things, too. They

" _"10
: Y1
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F don't. Just use it -~

CHAIRMAN MCDONALD: I didn't dispute that. That
isn't what I said, but that's all right.
MR. KENTON: 1I'm sorry. The point is that it is

. not truly for fund-raising, but I think that is the right

. rule.

And I guess what I am saying here is that, if

* that is the right rule, the spending of $20,000 to buy that

list, that the spending of this kind of money to get this

) list is not that different. And the reason ==

CHAIRMAN MCDONALD: Even though the initial
contact is not solicit money.

MR. KENTON: That is correct because the initial
contact of the vendor doesn't solicit ==

CHAIRMAN MCDONALD: I think that is critical. 1I

+ think that is critical when we are talking about this
- process. The initial contact with the vendor, which is not

" the voting populist, the initial contact with the vendor is

to get that initial contact for money, supposedly.
I don't argue that there are other -- I don't

knov the answver to that. But, Larry Noble asked a question

| earlier that I think is kind of the underlying gquestion.

It seems like in this scenario, and I'm not

: saying it is wrong at all, I'm just trying to think it

: through and what is really before us, it seems like all of

yi- T
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Fhin is part and parcel of campaigning. f
I mean, it appears to me not in relationship to a
you but in relationship to the overall discussion that there
is almost is not anything that campaigns under. Some
approaches simply wouldn't tie into this entire umbrella.
Would you think that is an accurate statenent?
Semi-accurate?

MR. KENTON: Campaigns if you bifurcate them
campaigns, or you can cut the pie different ways. They do

" only two things. They try to get votes and they try to get

* money. And there is virtually no distinction.

i

|

CHAIRMAN MCDONALD: What about Commissioner
Thomas' approach to a 50 percent rule going back to the
point made by Commissioner Thomas just across the board,
period?

MR. KENTON: I think for the comment that I made
about Commissioner Tom's comments is that a bold rule like
that from an operations point of view is much preferread.
Whether 50 percent is the right rule, but as long as it
impacts -- okay, in this case, I would be in favor of it.

(Laughter.)

I would be in favor of it unless it negatively
impacted us.

CHAIRMAN MCDONALD: This is probably one of the

most candid presentations we have ever had.

1 -4

Ace-Feperal RePORERS. INC.




8

207 0 1.6.4 4

R

O 0 NN o060 U e W N e

T Y " ™
w & W N B O

16
17
18
18
20
21
22

23 .

24
25

73

|

. MR. KENTON: But, sure. I think 50 percent rula.

.t e

If you open this thing up on Gore, which you really diad opeh
it up, and I'm not saying incorrectly, it is hard to éee how
this doesn't fit under the same rule of 50 percent across
the board. Yes, that is about right.

CHAIRMAN MCDONALD: But you would acknowledge
that at least in terms of -~ going back to Commissioner
Josefiak's point -- at least in terms of what the Commission
has traditionally tried to do. You're not suggesting though
that the initial contact was money-raising, at least in the
three letters that we are talking about.

It was a follow=up process. And'that is really
the dispute, if you want to call it that, the difference of
opinion that is really before us.

MR. KENTON: That is correct. And also don't
forget the difference of opinion because I think -- also,
there is a difference of opinién.

CHAIRMAN MCDONALD: 1Isn't that a fundamental
difference between that and the Gore decision?

MR. KENTON: Exactly. That is the fundamental

difference. The Staff has taken the position because these

4 emm——————— o p— et o

are separate events and not integrated, that it doesn't

i count.

t

" And I don't say that that is an unreasonable
2 position if you apply it across the board and in other

; vI -3
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places. It just seems to me we ought to be uniform.
CHAIRMAN MCDONALD: I understand. Let me ask my
colleagues: |
Does anyone else have any other questions?
(Counsel conferring.)
CHAIRMAN MCDONALD: Commissioner Thomas.
COMMISSIONER THOMAS: Just one quick questio&.
MR. KENTON: Excuse me for one moment, pleasa.
(Counsel conferring.)

MR. KENTON: 1If I might just make sure that I

" understand -- that you understand what I just said.

When you talked about the phone call being
separate from the follow=-up and I said that it wvasn't

related to fund-raising, what I meant was that the message

“ didn't say fund-raising. It was directly related to fund-

. raising because we followed up in 24 hours.

I didn't want to leave the impression that they

- Wwere just --

CHAIRMAN MCDONALD: I understood that. I know I
did understand it. We are genuinely not looking to pick at
nuances so that we can figure out a difference.

The real question, and I think that is what
Commissioner Josefiak was talking about, is how these things

evolved to begin with.

And it has been since day one, no one knows

X1 -74
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u  better than Commissioner Aikens that it has been an evolving

Proc.a., and always will be. But how that process

culminated in relationship to the Gore matter is something

_ that I just wanted to be sure everybody took into account,

particularly vis-a-vis this because it is like any other
aspect of the law.

I am not a lawyer. LlLawyers always kind of take
advantage of me, b t =~

MR. KENTON: I can tell.

CHAIRMAN MCDONALD: There are dirt;rences and

“ there have to be differences because if there is not, well,

I don't suppose we would be sitting and you wouldn't be
enployed. And now that I find out you give advice for free,
I will be getting with you later on other matters.
Commissioner Thomas.
lLet me point out one other thing, an example you
made, because I think it is impbrtant. I think it was lLarry
Noble who gaid, "Well, what would the bright line be?" Ang

' we were talking about the follow-up to that initial call,

[ and you thought maybe seven days would be acceptable, which,

by the way, is probably as good as any other certainly.
d But I think it demonstrates the problems that you

! have in this process.
' I want to assure you that we take every election

.
by

i process and try to double back, as the Vice-Chairman pointed

¥1 -5
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* out, wers always coming up,. and I think that is just the

nature of regulation. I don't think it will ever change. T
don't think it makes any difference whether it is this
agency or any place ealse.

But we are always trying to determine those kinds
of things. And I can assure you we have some very spirited
discussions because seven days is reasonable and it is
particularly reasonable. And I really appreciate your
candor.

It is particularly reasonable if it'applies te

" you. And it is the dispute. It is 14 days if it applies to

me.
And I didn't get mine out for whatever reason
We did bad in the polls. We didn't get the follow-up money
to make the -- to pursue the solicitation, et cetera, et
cetera. And it may be 30 dayg for somebody else.
And all I am suggesting to you is I think what

" you know in this process is that we are always trying to

come to grips with those things. And the point that
Commissioner Josefiak made early on is one that I really do
think is very good.

The more ve clear it up for the general public
and practitioners the better off we are. 1Is a position I
have had since day one, I think you do, as Commissioner

McGarry said, you take yourself out of the process, righ’ -~r

YI1-76
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,q wrong, of people perceiving that you have become arbitraryt.
& And that was the purpose, I might say, at least in our poiﬁt
of viev in relation to the Gore matter.
4 MR. KENTON: I think you're right on the money,
* Mr. Chairman. My point is, you say it is seven or 14 days.
~ As long as I am under, it is fine. But, if you knew that it
" was seven, or if you knew it was 14 ahead of time, then you
could -~
r CHAIRMAN MCDONALD: Absolutely.
MR. KENTON: You could act accordingly. You knew
. the rule. It was a clear rule. It is arbitrary,
. nonetheless. But, as I said earlier in response to
Commissioner Josefiak, arbitrary clear rules are far better
" than to go through the process I have been through for the
" last few months on arguing about $23,000 plus a fine.
L CHAIRMAN MCDONALD: I want to thank you for
coning today. It has been voéy helpful. It is important
* that we have these kinds of forums.
We urge you to take this issue forward to the
Congress. And let me point out that you could not do worse

than ve have done. So, if you get no action at all, you

Il will be even with us. If you get some action, we will

L forever be in your debt.

o ek

4 And if you would have some closing remarks you

i would like to make, we welcome them.

:3 Y177
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MR. KENTON: Very briefly, I did want to point
ocut- one other thing. And that is that there's another
subpoena that we are facing at this moment for cancelled

checks for all of these payments to vendors, plus all of our

. records again, because the calculations in here may not be

quite accurate.
I stipulate to the calculations. I would ask the
Commission if it would not want to consider we don't have

the money to photocopy all of those cancelled checks. There

- 18 no indication -~ they've got our ledger records and our

TIY JURSLIS 3.4

worksheets. There's been no indication that our cancelled
checks are different than the ledger records. We are not
that kind of pecple. .

There has been no indication that we are.

Without asking you, sir, to make a decision today, I would
ask if there is some way that somebody can't reconsider that
subpoena that is outstanding.

I will stipulate to any number you want me to
stipulate to. And =-- for the audit stuff. Don't make me go
back and photocopy all of those checks. They are boxed up.
They are gone away.

It will cost thousands and thousands and tens of
thousands of dollars. And I'm not arguing the numbers.
They ars reasonable numbers.

And Qo I would like to make that request.

YI-7%

Acr-FeEDERAL REPORIERS. INC.




( 730 01 01

- 3}

—BLW/bc

.6 4 6 3 4

29070

W OO N AW N

ol T L
W N B O

14
15
16
17
is
19
20
21
22
23
24
25

79

. And, finally, for members of the Commission, what
I have tried to imply here is to say that I think this, as 1

. said to Ms. Aikens earlier, this is a close call. We
) understand it.
And I think that you can give us the benefit of
: the doubt, if you will, without locking yourself into
something. If you're going to make a rule on regulation in
the future, and particularly I feel that about a fine,
whatever repayment decision you come to, it is my
understanding there is an automatic fine that follows. And
by I just think that would be really -- I beg you to really
consider that carefully.
. But, overall, as I say, I think that whether it
" is in this 42,000 contributions -- 51 checks back that we're
late, it seems to me if there were another rule,
N Commissioner Josefiak, it ought to be that if you are 99
" percent compliant with everything, you ought to get a pass.
And somebody ought to have the authority to do

that.

HI

CHAIRMAN MCDONALD: Particularly if you're in the
99 percent.

’l

|

MR. KENTON: Particularly if you're in the 99%.

ﬂ That is a good ruls, 99 percent, you ought to get a pass.

|

i CHAIRMAN MCDONALD: I understand. I understand.
1]
|}

We get scme news at hone.

; v B
1

:I
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adjourned.)

. ms Thank you for your attention.

= 5D

CHAISS(S NCDOWALD: The meeting is

adjourned.

(Whereupon, at 11:48 a.B., the mesting vas

-m—go
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- Dear Kim: N

] 3 N 7 9

This lettsr is to comply with the outstanding
subpoena issued by the Federal Election Commission to Pete du
Poat for President, Inc. as such subpcena has been modified
and amended pursuant to our recent conversation and my letter
of August 1, 15989. We respond ¢to the ¢two outstanding
requests as follovws:

. A description of the allcoccation of postage costs
~ - . far> theg telemarketing program for Icwva and an explanation as
s Tl Tal - tox thewuse-of outside vendors for the telsmarketing program
G5 et o i attached hersvith as Exhibit A..

~ s r s ke 0TS CT hope this is responsive to the most- recent

'ee . _-_ .. subposnz-and I look forwvard to the ruling of the Federal

- =< + _.Kection Commnission vith respect ts the ocutstanding issues.

e 2o UPg.—ingure- readability of our response, I aw Federal
< .  Expressing an extra copy for arrival in your offices Monday

id >z - -
- - .
-t ee s .
.. < - s
- ¢ -l .
- ’-
- .
~. -~ ] -

- - ATTACHMENT .7, -y 7
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L o . Very truly yeur!u

- oz b LN - e e . .
et - - Te e . Glenn C. mm . .
. - .- - ..
GCX/1g9
.- ' o2 -
_.¢,  Enclosures’ N ) e T A h
SRS : - - . S LB ST
r . L3 “A A ";I"- b4 "‘
' DICTATED BUT NOT READ DUE TO MR.. N

: .
- o . . .~ . . . i
e P - R - 2 el ; : =
N s et fmmmn e AR .- S . - : e S Lyt e = -
- - B TS - -~ . . - LendEDl Wk % : :-"
PR T e et - : : - T R A I T
.o S R . L e T et A 2
. T - e e
e .- ° YL
-, A od °
e 3. - < - - - P T M W .
< . . . Ry ;f‘;: - -¢ -.‘.: -
-2
- - "y
' -~ - i
- -
e
—
=
..
. . -..__.. = - - -
- - . o™ *e -
. - s
- & - 2 W, r.
- c - e st €v. "oy
s.t ¥ oAt A .
- . AP L 3
- - -..'
o -
-
.
.
.
- L J
-

- ; ' —memm, 'raje- R




EXHIBIT A

Auqust 10, 1989

. Kim. Bright-Coleman, Esquire
. ~w :Special Assistant General Counsel
7t Federal Rlection Cozmission
__ 999 E Street, N.W.
. %Y Washington, DC 20463

i, *.FROMs. .. Peter C. Nellius, Con 4 ‘/ >

S-2™TLY 1T Y pete du Pont for Prasid < —
S - A . i L .

L e REE_ Response to amend

’A:»;%'z'::-sg e 'o ubpoena g |

- IS The  following:'is-im response to your request for subpoenaed informatiom
-+ .’ as amended by your telephone conversation with Glenn Kenton on August 1
.= ana recounted in his letter to you of that same date:

A L e NN . .

-~

CXERY T
=

ea

-

¢ Description. of the allocation of postage costs ‘for the :t'clua:xitix'wg. -
- progras for Iova. . -

m%,“!—iﬁ“bom expenses: relating to. the tslemarketing program vere- =~ ~ 4
U F=Cincurred® on the canmpaign’s postage meter (vendor RMRSY. The supervisor -
< “«7 ~of.the tslemarketing program rsported total counts: of letters sent on a-
o 7_Cs.-,,RONtALY basis. These-counts vers multiplied by the appropriate postage
(-3~ rate to datermine the amount tso ba zllocated against the Ioww - -
o ~- limitation.. Attached are examples of the vorkpapers used by our

‘ " accounting staff to prepare the talemarketing allocation.. While the-

... vorkpapers for soms months vers ruined by water damage, our methodology

-~ was. consistent for each period and ve believe you may already have

o copies of these workpapers in your files.

N

~ 2. An explanation as to the use of outside vendors for the
L telemarketing program. -

-

Outside vendors were not directly used to prepare the mailings
for the telemarketing program. These vere designed and printed in
house by campaign staff. However, there were indirect costs with
regard to the softwvare changes necessary to print the packages. These
softvare changes vers made by Systams Services, Inc. (noted as SSI in
the audit team’s  wvorkpapers) and these costs wers fully identified

. during: the audir..

o o 2w Therdther’direct mail efforts for the campaign wers handled
‘prisarily-bypitver. £iras, Hansen/Bendrix Inc. and the Richard Norman
Company. .- These vendors handled the bulk of our direct mail effort but

. . were unrelated to the telemarketing program. There was one instance in _
=<+ whick & direct mail piece of a pelitical nature wvas done in Iowa.

It
wvas not done as a telemarketing effort however. This mailing was
actually done from Iowa, mailed from an Icva location, and all costs

"~ associated with this mailing were allocated against the Iowa limit as a

part of the Iowa office budget, not the telemarketing program budget.

.- I'hopo that you-will £ind this addresses your questions regarding our
>.=" telemarketing operations in full.

If I have been incomplete in

. satisfying your requirements in any vay, please contact me immediately.

Addrheent T, Page 3
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C 20463

Glenn C. Kenton, Esq.
Richards, Layton & Finger
One Rodney Square
Wilmington, Delaware 19899

Dear Mr. Kenton:

The Commission has congidered the responsesg filed on
behalf of Pete du Pont for President, Inc. to the Commission’s
initial repayment determination contained in the Report of the
Audit Division on Pete du Pont for President, Inc. issued on
March 9, 1989. On December . 1989, the Commission made a
Zinal determination that Governor Pierre S. du Pont and Pete du
Pont for President, Inc. must repay $25,775.49 to the United
States Treasury.

P

Enclosed is a Statement of Reasons in support of the
Coamission’s final determination as required by 11 C.F.R.
§ 9038.2(c)(4). Judicial review of the Commission’s
determination is available pursuant to 26 U.S.C. § 9041.

644 4

|

Please note that, under 11 C.F.R. § 9038.2(4)(2),
repayment must be made within thirty (30) days from the date of
service of this notice. The payment should be sent to the
Commission, but made payable to the United States Treasury.

3070

Sincerely,

29

Danny L. McDonald
Chairman

Enclosure
Statement of Reasons

Proposed Letter
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™\~ FEDERAL ELECTION COMMISSION
WASHINCTON, D C 20483

Frank A. Ursomarso, Treasurer
Pete du Pont for President, Inc.
P.0. Box 1988

Rockland, Delaware 19732

Dear Mr. Ursomarso:

The Commission has considered the responses filed on
behalf of Pete du Pont for President, Inc. to the Commission’s
initial repayment determination contained in the Report of the
Audit Division on Pete du Pont for President, Inc. issued on
March 9, 1989. On December ,» 1989, the Commission made a =
final determination that Governor Pierre S. du Pont and Pete dy
Pont for President, Inc. must repay $25,77%5.49 to the United
States Treasury. -

Enclosed is a Statement of Reasons in support of the
Commission’s final determination as required by 11 C.F.R.
$ 9038.2(c)(4). Judicial review of the Commission’s
determination is available pursuant to 26 U.S.C. § 9041.

Please note that, under 11 C.F.R. § 9038.2(d)(2),
repayment must be made within thirty (30) days from the date of
service of this notice. The payment should be sent to the
Commission, but made payable to the United States Treasury.

Sincerely,

Danny L. KcDonald
Chairman

Enclosure:”
Statement of Reasons
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