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_ '.' 1'he attiched offic.'W Pre-con.vention. .,
C1i:nto'D: Team lapel pin has been-sent
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commitment to our cause.
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1- will never forget your generosity and
speda1 friendship.

~~'---- I·

~;·~E=:Am=. ~~~7~- ~:-~
IillPr~ :-......... -::.-:.. :-' ~ ... -

" II' It is a collectible limited edition and
r-- is only available to those dedicated

~ ~ .i$l~!V1du-:ls.~hoc~m~~eQt.o.my~.'.. :,'
;.,; '.' pte-<onvention campaign. . '. "
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, To: Bill Clinton
,Clin~on/Gore,O:Jl'I'Iplian(e,Funcl'

112 West 3rd Street
P.O, Box 8802
little Rock. AR 72231

From: I!fr. Sample A.· Sample
," 12,3 AAy.· St~eet ," : .
,AnytoWQ~ OS ,.QOO.oO ...OOOO

..
~?~_ . -. __-:",_--!.~~:_:.1'~:._';':' •.._'; •.:._~w.';; ..:· ._- ~ _ .,.. " "":' /.- -1 ••

.-.~ Yes, Bill, we ~ust be fullv pre~~! .

....... "... .:.' .• 't:'- - r: ..... 'f ........~. " ..

I agree George Bush and Dan Quayle have nothing to run on and. because of this, we can expect more
~Willie Honon" style anaclcs this year-and much worse.

I ha\'e rushed my personal check made out to the special CUl'."TON/GORE COMPLIANCE FlJND
In the amount of:

[ J S25 [ ) $50 [ 1 $100 [ 1 $250 [ 1 Other $ _

" 'f?lb..: mat !",~C:'>c<\;""rt'!oJl'oJO"''GORE.COM~..;qf'l...""D and t'tt\lm w'"'' :"'\lS ActlOl'l Memo '" thuncloot-d tt'.Y1:lopt. Thar.i.s,) :, ......... . ..' ... . . -.... .... .. . . .. .~. ...... :
"'- . . .

123~Sb7a--31ab00010000X
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The Federal Election Commission requires the following infonnation:
Name: _

Home Address: -,- _

-. Ckc~patKn>~ ..~--:.-'·"-·~· -_.,-,-'--:.--,"--",>,;,.'--'-.'-'~~~'-'-'...;_--'-_.:....."'----....oi'--...:.., """""-_-.;.;,.
'. " ,i:

Please make your Personal check out to the OimonJGore Compliance Fund. Corporate contributioN
are prohibited by law. Political contnbutions are not tax deductible. '

_ ..............a.-e-e-......
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BILLCUNTON

Hr. Sa.p1e A. S..p1e
1234 Any 5UHt
Any town , US OOסס·ooסס0

Dear Hr. 5aap1e,

Auaust 21, 1992
7:1~.uI

I'. pl.ased to present you vitb your li.lted edition, l~divldually

nu~bered Pre·Convention Te.. lapel pln.

And thouah it eaD't possibly "&sure up to tbe debt of t~ I oye you,
your pin represents tvO very i.portant thines.

Pirst, it recornize. you for st&ndina vith .. early and investine your
faith ill our COllllOn UILSI and values. lIeUe.... ¥be I tell you, the poyer
of your conviction strenrtbened and helped sustall1 ay OVII faitb ~~d ~liefs in
the face of so=etimes lTeat adversity these past sollths.

. . Amr second, it· S iiven-in: !"ecorni tion of the' pneroWi financial support
. yOll, p.tOYld~ -;I pre.·convet\tloo c4BP&~iJ:'. Contributions ·lin YOU.l;.S i!\£used ."

our ed~rt 10'.1 th til. c.r1ti~ nSQurces w needed te uapdl!' hard tllroup .
JUlIe and ..r~y July. You.l!&de it possible for .. to c!?G=icate o.ur ~ss...
of cllanie rirht up to thl aceent .u. Gon and I joined IwIds in Mey Tork CHi
and officially laUllched our jtoeral elecloa uapaira. 'And Yhat a laWlch it

.~;..:.. "':~_~~_~--"__.~~_~:_ ~_..:~!~!~.i-~""" .. '~ .. _' . - -.-..: ~..~.:..- .. ' :-'.0··" .- ::. - -~ ~ .. ~~.: :~ v-:a,.·:·.:· #'•••..:•••

There's 'no doubt in uy lIiDd, w would IIOt have .chi the succuses VI
have, vithout the co..itaent and e.rly support of Pre·Convention Te.. -.abers
11lte you.

we would not have retired our pre'convention uapalrn debt. lle ¥Ould not
be this far ahead in the public opinion polls. And Ross Perot's backers would
not !Ie co.tlll: our vay in drov.. the vay they have in recent clays.

c

But we can't rest euy = the piM w've ade. Tou knov hoy volatile
elections are the.. days and you knov ex.ctly vhat ItiDd of bLse, IUtter
tactics "e C&n upect fro. our opposition .'. especially nc". vhen' they're .
~inr-.Sl:ared.'· ' : .• " .•. , .. '. '... . .

You played. pivotal role ia our pre'convention eaapai(ll. Nov, I'.
aslting you to aaltlI an ....u bia-er coatribution &S VI .ave forvard.··

This yur Ye Ii.ply eaD't Lfford to alloy Geer... lush and his cyni~

crev of lIepUYe caa~lrn uperts to ret in our vay. too ~ch is .t stak.e.
':'00 II'U~ ::~s to be done to re;>&~ r the d~ the aua!l Pruide."'Icy ~.a.s

inflicted OIl this country.

And all indication.s suaut w eaD upe<t the wnt fro- th.. and the
soe.: G«oril Bush bas no record to t"'I1Il 011 and no plan for AMrica's futur••
The lov roaeS 1s the only road be eaD talte.

(Nut P&&e pleas.)
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Mr. Suple A. Supl.
Aupst 21, 1992

Pqe tvo

He ean't defend rolling up the bi~st budget defieits and national debt
in Ameriean history •••or breaking his proaise on taxes ••.or i rsina himself
in vorld affairs while Aaerieans lost jobs and their hope for the future here
at hOllle.

Our recent Democratie Presidential Noainees learned the lessons of
ftYillie Borton· and the Republican attack apparatus the hard way. iell, it
von't happen this time around ., not if you'll help .. nov.

That'S vhy I'm askint you and all your fellov Pre·Convention Ta.. members
to assist the call1pai~ in developing a high· tech rapid response and counter
tactical operations capability. And one of the keys to this eritical campaign
initiative is fully fundint the CLIN'TOK/GOU COKPLIANCll PIJHD. That'l ¥here ve
need your help the IIIOst.

Your qonation vill help pay for ski:led election la~iers to ee:~~:

against th~ nuisance tacti~s; bOgUs' legal ch~tlenges, and baseless allegations
. 've lye'" cOile ·t()" expect' ftca 't'ht!' othU S19. And.- "trte~ 1:1. need 'the'"Cc*putet pove~

necessary 'to put tiuge volumes of key inforSatlon at their fingertips to fight
. back '\lith the'bets, fast, before any d..... ,is do~. .•

.'-. ,'.... ,But''l'''.~t4J:.t QU4_l..1_~ ••Ye-~ be r ..••h •. -"om. "~~e ,ve knov Bush.
,,-~--,-',:-.-'- e'__ ;; .• d-' h ," f~·'il·l" ..- '':'_'. '~''''Y~t':''-'~'''''' .. '" _;.~~--.~.... 'r.....:,· .. · ..... ' ...". Quay..e. an - t e-resto --t.--v--.-e"'""CI-out-o~.~ cOllVent..oa·GII_U!e· ·___ :_ ',' ".
, attack.---

Just re..aber, Geor,e Bush has stated he'll "do whatever it takas to
vin. to And, I think., this is one ti_ when we can take hi. at his word.

Please act today and give as generously as you can. Y. have no tiee to
lose if ve're truly serious about vinning on the third of November.

c
lJ~

c

_. -;"."- Q' 7';ri;;~·
Bill Clinton

P.S. In addition to its ItHpsalt.e value, your Pre·Convention Teaa lapel pin
and individual pin nUllber "ill serve as a special credential and security pass
to a .. me.bers only·· inaugural victory ce:e~ration next January in
Yashington.

~ before !! eelebrat., '!!~ ~I And so, Mr. Suple, help us shut dow
the Republiean "attack apparatus· by support~ our rapid response capability.
Please, fill out the enclosed Aetion MeAl) and 11&11 it back vith your &eDerous
contribution to the CLINTON/GORB COIU'LIA.'lCB FUND. Tb&nItsI
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CLINTON PRE-CONVENTION TIM!

. ENCLOSED: Official 1.992 I' i
t Nomination AcreptaflcePl1'0togmph:..~J
'-..

lobe 31~2O'

Oo:sv. """" Lor_ ,. ­
?kl. I.R~",31Sj
<:'-''' "!:.s

\buc:4. aft...&R:

ON POSTMASTER:
~~ DO NOT BENO.

' ..
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;; '. Ta:' .. BiU Clin'ton' ..'. . .. ', ,
. Chnrori/Gore Comphance Fuhd'
,'. '112 Wesdrtl street

P.O, Box 8802'
'," < , ••.'d,::i.~,Roc,k•.A:R}.23-1_.,: Jot _:~. '-:'" -" t ....... :-::..: '

-from: 'Mr. sa.pie:-A~ S~mp1e­
. 123 My Street .

Mytovn, US 00000-0000

-, -

J J S)~

,~ ~ Yes, Bill, we muse t-e full\" prepared:

I agre1: George Bush and Dan Quayle have nothing to run on and. because of this. we can expect more
""X/dile Horron" style attacks thIS \'ear-and much worse,

I have rushed my pe~nal check made out to the special CLINTON/GORE COMPLlA.'>;CE F1..;-SD
In the amount of:

J .l'~~O .- '" .. t ] SlOO." [ 1 -:S.~~O' ,l ] ~th~r S.-_,""._-'-_

iPlnoc make pn>Oh.11 check out <0 Q;I~'TONIGOR£COMPUANCE R..'ND:on<! """"' Wlth thll Acnon Momo '" dv oncIaoed ","'-<lope nww~)

123~Sb7!--31!b00010000X

' ..:
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Attachment 68
?aqe 6 --)f 7

fir. S&apl. A. Saapl.
August 28, 1992

Pace two

Be can't defend rollin( up the biggest budget deficits and national debt
in Aaerican history •••or breat1aa his prOld•• on taxes •••or i...rsinc hiaself
in vcrld affairs vhile Aaericans lost jobs and their hope for the future her.
at ha.e.

OUr recent Democratic Presidential Noainees learned the lessons of
"Villie Borton" and the Republican attack apparatus the hard vay. Vell, it
von't happen this ti.. around not if you'll help De nov.

That's vhy If. askin( you and all your fellow Pre·Convention Team .~mbers

to assist our CaJIpaip in developin( a high· tech, rapid response and counter·
tactical operations eap&hili~. ADd on. of the keys to this tritie&! caapaip
initiative is ful1¥ fundin( the CLINTON/GORE COMPLIANCB PUND. That's where ve
need your help the BOst.

" Your -donation vill help pay for skflled- election lawyers to dderid '-'
- ap1ns r :the-llu1"sance- tac t fes, . bOluS lq-al' "'Challenres, 'ami .ba.seless -&llept ionS
, ve'ye come to expect'froa the.other'stde;'· Ahd they'll need -the eoapU1er pover'
. nel!e5sary ta put·h.... toluaes' of· Itey 'infoqia-tlon at .. tn.ir fiQSUtips, so that"

ve can f{aht'back v1th 'the f.c'tS, fast, before any daare is done •

•. . . r:-' _•. ' ".- __ ·:.·~But:'~~~~ act :'q~l'ill~:" bec~~i·>;i•..;~~~,~'aua1t.-, '~ .t1l'.... ie'h"O"f"~:"~-"""::
th.. 9tll'be eoaifti out of their convection CD the attack. -

Just r....ber, Gearae Blah has stated he'll ·do vhatever it takes to
vin"· And I think this is one ti.. vhen ve can take hi. at his vord.

Please act today, and aive as generously as you can. Ve have no time to
lose if ve're truly serious about winning on the third of November.

~...,,~ ..

: . t" •.

'Jaraest Regards,
•••• '';.~ J -:- : : IV ~ . :', ......,., .

. . ~ ~~~

Bill Clinton

P.S. If recent history has taught us anything, it's that we .ust be prepared
for our opposition's unscrupulous tactics.

And so, Hr. Saaple, help us shut down the Republican "attack apparatus·
by supportinr our rapid response capability. Please fill out the enclosed
Action Heao and mail it ~ck vith your generous contribution to the
CLINTON/GOD COKlLUNCI PUND. Thanks I
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Clinton tor President

fin.l Audit R•• port

() :).
t'\ / f': ? I: .~,' :)"'~ ,

t·
J

/r
e

\

prerundln9 :

Attach••nt '1

P090 1 ot 2

...
'~i "MoUNT OU. ... ....OUNT OUt

A"OU~T;. PAI 0 y noM TH. PROM TIlE

BY a.URAL GENERAL COMPLIAnCE
I ~

VENDoR COST COMIU1'TEI \ CflHKIT'T1t1 PUND
-~_._---------- --------------_._-- ----------- ----l:f---- ----- --- -_._----- ----------

.'"
t;IJIJ [II,.. t:NT .-.HI> ,,,,cII.I'rr!::!];

, .....
\

'tJ . -- . --- - . ,". -- -- . -. - ,. <.
~u :

113,616 65',411 60' 2. 121,q rlll:urA Now. I lie.
CD P'u ': u r 4 11I0\01', Illc. shipped 1/!5 11,616 a 100\ 11 • "., 6..
..... Future Now. I II c: • shlpp.d 1/1~ ~, 066 I '1.", It 9. 100' 2. 172w
oJ IeL. Inc. 212,460 1~~" 041 ~O~ 8.429

,r,' r -l'l El.ct.ric 'Q,801 .' a ~D_ 19. '04
L1ttl. Rock N,,"'ftpap.rrl '1-" 0 , 12 • 50 a

'0
Ij W. 1'. H410ne 104,115 :61', 50~ 60\ a
()-, : 33,160 0 ~u 16.6JO
'1'n,

o'. l
f-' POLLIN<i ANU IJIRF.CT MAIL ...
'" - ._-- ._~----- --------- , ..
t--) '.(ir •• nbllrq-La)i;" 9Q,306 ... o , SO \ H,6SJoj

9,315
.

0
,

\.0
(i-I.. ConvantllJIl SurvftY .. " 100.\ 9, J15

J. opinion ReB8dtch . 0,450 0 50\ 41,J25

O-R Convention Pole 13 7/l S. S,930 , 0 I DO.' S,930
O~R ronvent1.un PQ1. 14 1/16 4,594 0 100\ 4, ~94

~ I l 1II t ft<J 1 C Polltical R•• pon~. : ' 200,484
,.

GI::NEnAL ELF.rT:ON MEllIA EXP~~o/lES ;.
------~ -------------~---

flJCUII GrQups .- 6,109 ., 100\., 0 6.109
Md. t I ') III 1I0po' 161,273 t 0 ~O,' 80.631
Test H It'Jp. Sp" t 4,106 .• 0 100\ 4, 106
Admin }/ I S thlQuqh 8/18 t 18,990

'.-
0 100\ 18, "0,..

','



CI tntllil ror llt"1II1d.nt

I"llIal Audit UHport
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" Attach•• nt '7

Paq. "1 or

pretundlnq

"

CIlHHITTEE

AMOUNt ()UE

FROM TilE

,"UKPLtl\Nct:

rUnD

11£NERAL

AMllUHT DUE

rnO .. THEAMOUNT PAID, ,
BY Q~~IRAL

COKHITTEI ,
I ,

----~~--~~~--r-; -
VENDOR COST

'tJ
UJ,n
(])

>-'
w
(Xl

MI:'Cf;1.l.ANEOUS GENERAL !XP£"9E5

Air Advantage 7/10/92 R.con~lli.

!lorton 8roth_rll

Pres! Association, Inc.

;.
"i ,

1'1,000 l,OOO lOU 15,000
" '

76,320 1'/ 900 LOO' 60,420

'1,,681 1'00' 2,116

~
Ij
o

~.

OTHER

nl\u f't'I}~fI/nlllfi Shiald

La Ihtpo's Office

'.
: )"

: :'.'.
J. H'
2,39'

>-'
IV".
IV
--J

'"\D
,I. r.t; .. s :

S1JB-"tolfA1.:
I
!

..

J98,480 200, U 4

:;lrat"'Jlr: I'olltlcal R.llpona. Hast .. , F11 ... 1)9,6f.0

T~A~:

;
J98,480

.~'''''''' . 110,81'

due fro. the Co.dl(lnc.:.t~n~ 'but

Unl,ald ~al't5 taK. 1
"a'llint r.pl.aent. on. h.rt July rent.
Acknowlodq.,d by CQ •• itt..~·.:

Ttll" dmount is not capsidured

\

LS non-qualifi.d.
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Clinton for President
Final Audit Report

Non-Qualified Campaign Expense

NAME

Attachment 8
page 1 of 2

AMOUNT

'\ . ~~ ". .

Graves, Kathlyn; Escrow Agent
Ickes, Harold
Malone, W.P.
Sheraton Manhattan
W~l1is, ~arol .
Worthen National Bank

" New England Teleph6ne.
Parling Tlcket·s
Stolen Fax Machine
Lost Radios

$37,500
5,500

608,857
6,489

.... ""'l ........

..~,~:..J"j

166,658
""·,000'"
2;1:29 .
1,201" "

13,424
. "

-.~ :.~ ! -:\.-A.:.: ~ ~.:: ": :-.. ". .t ;. 'lo •• '.'r:-•• ':;.'.,l•. -:.).;.,. _: .. ~ _ ~.iIiiJi( .••.• ' ...••• '.';: :.._ ':- I"~:'.

PAGE TOTAL:

Page 13~, Approved 12/27/94

$859,973



Clinton for President
Final Audit Report

Attachment 8
page 2 of 2

Non-Qualified Campaign Expense

Bonuses Paid Post 001

NAME AMOUNT

1,5C:
7,000
'2 ;501) ... . ~ ...... ...'

12,500
2',250 .:
3,000 .
2,500
3'#~bo: .·.•t· . ',• • .'-t':. i ... ' ... '.'

2,500 ----- " "'_
3,000
2,500
3,000
2,500
2,500
2,500

$6,000
52,000
7,500
5,000
8,'000

.'~:-... : .

David Wilhelm
Rahm Emanuel
Keeley Ardman
George Hozendorf
Avis Lavelle
.L.isa Shoce::
.G.eo.r.lie .?~!!Eha.noP.Qulos ..
'Shannon Tapn~r . . .... ' < •.

·Christi.ne Varney. . . .
Bet'5y' wright
Paul C9rey
.J~iVl J'AlJller~.

-~~-_·---,-~1~'·;'·:':__~-··· llrck--Le"rtuir--- ~~; C'" ~~~.~~ ',:~_.<"J' . .... :\..-..c. '.".;"

John Frontero
Nancy Jacobson
Patrick Dorinson
Matt Gorman
Mary Leslie
Terri Walters
Simon Kahn

.' . 13.1 ,250
." .. ~. .

c:
TOTAL: $991,223



Clinton for President
Final Audit Report

Attachment 9
page 1 of 1

Worthen National Bank Listing of Traveler's Cheques

....... ..
'. ,.. ' .... . ~ -"'" ~.- .

r .
;.~ ......
'd .'

ChecK I

6369
6511
7036
7354
7406
7628
7629
7820
a0.40
8~"8~
8726

'. 88io .
9025

, ...~~.. " .. _~.318 .,
94.29:
9651
9749

10185
10367
10530
10799
10949

Date

02/13/92
02/17/92
03/03/92
03/09/92
03/11/92
03/19/92
03/19/92
03/26/92

.. OY31/92
04/16/92
04123/92
04/27/92
05/01/92

. 05/.~/92.
. . JJ5ZJ..,/9"2-

OS/22/g2-­
OS/28/92
06/15/92
06/22/92
06/26/92
07/06/92
07/09/92

Total:

AIllount

4,040
10,100

8,080
3,000
5,050
3,030
8,080
5,050

20,695
, 5,000

5,.0.50.
lO','1.{) 0
10,.1:00

" .' . .l.O'0; 1~~ ' . . _
•• • .. .1. ,:tv ... :: " '. . '1.·. .., ·i ......... '0••: .... 1. ,:' .' :=

-10 ,-100 --~--------------_
10,100
10,100

5,050
5,050
5,050

16,332

179,357

.'

?ace l~l, ~?rc,ed 12/27/94
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FEDERAL ELECTION COMMISSION

November 3, 1994

.. '.'t •• - ."~' ......"' '. -;. ••••~. • .../ .. .-

irector
Robert J. Cost
Assistant S
Audit DiviBTr-_._L

Peter G. Bluaber~~
Attorney ~\fe>1.:?

Abel Montez ~~
Attorney ry /V\
Andre Pineda Ui) pw qJ~g
Attorney P" I

SUBJECT: proposed Final Audit Report on Clinton for President
Committee (LRA t449/AR t94-l7)

~.

THROUGH:

TO:

. FROM: .

c

,.

I • INTRODUCTION

The Office of General Counsel bas'reviewed the proposed
Final Audit Report on the Clinton for President Committee (Wthe
Primary Committee W

) submitted to this Office on August 26, 1994.
The following memorandum Buaaarizes our comaents on the proposed
Report. We concur with findings in the proposed Final Audit
Report which are not discussed separately in the follOWing

Page 1~3, .~r8ved 12/27/94
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Final Audit aeport
Clinton for President Committee
(LRA t449/AR 194-17)
Page 2

memorandum.l/ If you have any questions concerning our
comments, please contact Peter G. Blumberg, the lead attorney
assigned to this audit.

II. ITUIZATION OF REFUNDS AND REBATES (11.0.)

The proposed report raises the issue of whether the primary
Committee is required to itemize refunds and rebates made by
various entities to its travel agent, Worldwide Travel, Inc.
(·worldwide"). The primary Committee argues that it was not
required to do so, and cites AdVisory Opinion ("AO") 1983-25 as
support for its position. The proposed report, however,
concludes that AO 1983-25 is not relevant, and further states
that AO 1983-25 cannot be extended to non-med~a vendors.

In AO 1983-25, the Commission found that a committee may
. report its payments to media consultants as expenditures, and
that payments by media consultants to other persons, which are
the~ used to Furchase services or products used i~ connection
witb' the·cons\.Iltants' contract. need riot.be separately rep·orted .

...... " "" 'The ·co1D.litssi'on· nOted" the foll'tlwii'lg. t'a-ctot',,· a$ Ugrti Ci"can't· "il'l' ,- '. ..•. ,.
'ma)dn~ this' d~ter.in'atiOn:·(l)'the'consultants had a legal'
existence' that was ,tutparate and -ois-tinot ftOlll the committee'S

. operations; (2) the consultants' principals did not hold any
--".;_:. _.....:., ,~~~t~.~s.t;!~~.pq.!l.i~~iqn'j,(3 .l, tJle... ~~~i~t_t:~4t .•¥~,s ~li~t-.i~SJ,.- " r ~.·, i!".-•
. :.. ' -: . ;--- --aTIIiJr-.Len'j"b-rre90t!ations 'Y1ththe consultant'S that ·r••\,l)'_~,(L1.I!..._ , -~

'. formal contract, (4) the consultants were not required to devote '--
~ their "full efforts- to the contract with the Committee, and the

consultants expected to have other media contracts with other
committees and business entities during the campaign period; and
(5) the committee had no interest in the consultants' other
contracts.

''''' We disagree with the proposed report's conclusion that AO
1983-25 is not relevant to itemizations made by Worldwide, and
c~nno~..be extended to.non-~~dia ,,:en~ors. ·To tJ:l~ contr~ry,.,!e .

. , ..-. lSe"!ieve that ~O 1983-t5" is' r~levant -to de"termine WhHl1e'r ·th.. ·· . ' ..
Primary Coamittee is r~quired to report refunds and'rebates for
travel expenditures. AO 1983-25 contains no language limiting
its scope solely to media vendors, and AO 1983-25 factors have
been applied by the Commission to determine the legitimacy of a
non-media business vendor. See AO 1994-25. As such, we believe
that AO 1983-25 allows the primary Committee, subject to the
above-stated factors, to contract with non-media vendors to
perform caapaign activities without requiring the primary
Committee to itemize and report vendor payments from
third-party sources.

!/ We recommend that the Commission consider this document in
open session since the discussion i6 not exempt from disclosure
'~-:::e, the Co~:::'ssion's Su~s!':::-:e "",'plations. 11 C.F.R. S 2.4.
Parenthetical references are to the placement of the findings in
the proposed report.
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Notwithstanding the applicability of AD 1983-25 to the
Primary Committee, we not. that the Primary Committee re.pon.e
states that it satisfied the reporting obligations of AD 1983-25
without including supporting documentation. We beli.ve,
however, that if .uch documentation is provided, the Primary
Committee may be able to .ati.fy the above-.tated factors.

III. EXTENSIONS OF CREDIT BY CDKKERCIAL VENDORS (II.F.)~/

The proposed report addresses the primary Committee's
payments totaling $296,355 to 14 individuals, organizations, and
corporations. Some of these payments appear to be contributions
under 11 C.F.R. S 100.7(a)(1).3/ The i.sue is whether the
primary Committee has demonstrat.d that the transactions
follow.d the dictates of 11 C.F.R. SS 116.3 or 114.9, and,
therefore, are exempt from the Wcontribution" definition. See
11 C.F.R. S 100.7(a)(1). Due to the type of transaction, some
of the expenses fall within the ambit of 11 C.F.R. S 116.3,
while others fall under 11 C.F.R. S 114.9. Pursuant to
11 C. F. R"'S 116.3, . an incorporated and unincorporated commercial
vendor may' extend credit to a political committee and the credit
will not be considered a con~ribution if it is provided in the
ordinary course of business. Bowever, the focus of 11 C.F.R .

.. ~,$. 11.~. 9. .i!l- .011 tp,. ,.use, of. C1orP9rate.;~nd,;J.abos ..tacUi t.i.....in-: -.
connect-ion-wi-th- ar.deral--.l.ction.nd whether .r.iabur••••nt­
i. made within a co..eTcially reasonable time for the normal and
usual r.ntal ch.rge •

We concur with the report's analysis of the trans.ction
involving Tradec because the services provided appear to qualify
as exempt volunteer services pursuant to 11 C.F.R.
S 100.7(b)(3). We conclude that the transaction involving
Occidental Petroleum should be analyzed under 114.9 bec.use a
corporate executive used the corporation's facilities for
individual volunteer activit~es in connection with a Federal
election. We believe that the transactions involving Kozark
productions, Walter ~yle, Newmark and Company Real Estate, Inc.,

~/ We suggest that you change this heading in your report
to wContributions, Extensions of Credit by Commercial
Vendors, and Use of Corporate Facilities,· because this
section involves all three areas.

3/ We recommend that you revise your report in the Manatt
Phelps discussion on page 16 by removing any references about
the $90 bill because it is of no legal significance .

Page .=-.pp::oved 12: r;, 9';
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The Sutherland Company, Sun Building Associates,4/ and TAC Air
should be analyzed under section 116.3 because tnese entities
are ·commercial vendors" that provided goods and .ervices. See
11 C.F.R. SS 116.3(a)-(b) and 116.1(c).~/

Bowever, we believe that the Primary Committee has failed
to prove that it complied with section 116.3(c) or 114.9. The
affidavits provided by the individuals, organizations and
corporations insufficiently address whether the dictates of the
Commission's regulations were followed. In many cases, the
affidavits' explain in general terms that the vendors followed
their established procedures and past practice in approving the
extension of credit. Nevertheless, the vendQrs have not
provided the underlying documents to support their claims. See,
~, primary Committee Response, !xhibit 7. In other --­
ir?Idavits, the vendors state that their terms with the Primary
Committee were substantially-similar to extensions of credit to
nonpolitical debtors that are of similar risk and size of
obligation,_ but failed ~o give specifice~ampl~scf those '

. de?to,rs: as ;ec.oinl~u~~?ed .,in. thE! ~n~.e.r~m.c:r~~t .... s.ee,: ~,.. .'
··Pr'-IlaT.y ~o"mlIu.the Respons•.,E'xhi..Qlt,15.§/ - In otnec af.rraavit-s,

4/ We 'recommend that you revise' your report in the Sun
i.uj li:l~.E\.g~~~.~iatlt!J·cU~~u~;on..on~.~~.,.~"I;).y, '":eh:a~iD9--t:""·:

-" ...-'>0-,.• ,•. -iK)-r~.-.t.qulrementTs).-- to'-·conslderation( s)· in accordance
with the language of 11 C.F.R. S 116.3(c).

5/ We conclude that the American Federation of Teachers,
Democratic Party of Arkansas, Goldman Sachs and Company,
Bellring Lindeman Goldstein and Siegal, Manatt, Phelps,
Phillips & Kantor, and O'~eefe Ashenden Lyons & Ward cannot
be analyzed under section 116.3. These entities do not
appear to be ·commercial vendors" because the services that
they provided are not the sort qf services that they prev.ide.
in theij': "usual.qd .n(i~.mal ..b\l&..i"nes-&,-" 11· C. F~a .. S J.l.6 .1,(·(],)·..·· ..
These t[ansactf~s'cinnot be'analyzed under section<114.9,~ •
because these entities' are not "corporations" or "labor
organizations." See 11 C.F.R. S 114.9. The American
Federation of Teacner's transaction cannot be analyzed under
section 114.9, because the use of the labor organization's
facility is not involved.

6/ In contrast, the proposed Final Audit Report for
Clinton/Gore '92 General Election Committee (the "General
Committee") identifies an apparent prohibited contribution
from Chambers Associates. In response to the Interim Audit
Report, the General Committee submitted a detailed affidavit
from Chambers Associates that names other clients with the
same billing arrangement as the General Committee. In
addition, the vendor provided copies of its balance sheets
and aCCC~D:S re:eivab:e schedules tc document the lnformatlon
contained in the affidavit. The proposed Final Audit Report
states that the General Committee has demonstrated that this

?ace - .-
..!.~c, A;~r~veC 12 '27!9~
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the vendors state that they followed usual and normal practice
in the vendors' trade or industry by billing at the end of the
project. Bowever, the vendors fail to provide the underlying
documents to support these claims or the names of other
customers. See,~, Primary Committee Response, Exhibit 16.
Bowever, ve note tnat some of the credit extensions involve
relatively small amounts of money and the period of credit
extension is not particularly long, so we believe that the Audit
Division could recommend no further action in those situations.

IV. APPARENT NON-QUALIFIED CAMPAIGN EXPENSES (III.B.3.)

The proposed report recommends that the Commission
make an initial determination that the primary Committee repay
$106,453 to the United States Treasury for nonqualified campaign
expenses. These expenses inClude disbursements for legal and
professional vork, employee bonuses, duplicate payments to
various vendors, lost equipment and traveler's checKs.II

We concur with the Audit Division', conclusion that $37,500
paid'~~ Kathlyn Graves Escrov Agent vas not a qualified campaign
expense. The Primary Committee submitted a canceled check with
the notation -settlement." Given that the vord "settlement" did
not disclose the -purpose- of the disbursement as defined by 11
~ .·F $ .9.~~.3. l,l( b >.< 3.1 ~ .the .A~~j,t .Divisi0t; r.ecomme!?d,d.. ~ha~. the .. '

--PrtaaTY-Coaai tteeprovidemore -documentat::..on. The Primary--- _
Committee then provided a letter from the Committee'S general
counsel, who stated that -the payment vas made pursuant to a
consulting arrangement vith a former employee of the Committee,
and the related agree.ent is subject to a confidentiality
provision.- The Primary Committee requests that the letter not
be subject to pUbic disclosure under the Freedom of Information
Act. If the letter is subject to disclosure, the Primary
Committee requests that the letter be returned.

(Footnote 6 continued from previous page)
billing did not constitute an extension of credit.

71 We also generally concur vith the report's conclusions that
uncollected duplicate payments are not qualified campaign
expenses. However, we recoomend that y~u place a:: the
uncollectible duplicate payments on the Primary Committee's
Statement of Net Outstanding Campaign Obligations (-NOCO
Statement") as an accounts receivable. This will ensure that
any efforts made by the Committee to collect the duplicate portion
of the payment vill be consistent vith the efforts deemed
sufficient to conclude that the duplicate payment expenses are
qualified campaign expenses. Com~are 11 c.r.R. S 9034.5(d)
(documentation requirements relatlng to col1ectibility of accounts
receivable) with 11 C.F.R. S 9033.11 (documencatic~ requirements
relating to proving disbursements are qualified campaign
expen5e5) .
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In the cover .e.orandum, you ask whether the Commission
will be able to honor the attorney's request to keep his letter
fro. public disclosure. You also ask whether the letter may be
referred to in the Final Audit Report. This Office believes
that because of the Freedom of Information Act's strong
presumption in favor of di.closur.,8/ the Commission would be
required to disclose the l.tter if It were in our pos•••• ion as
part of the Final Audit Report. Although parties to •
"settl.m.nt· can agree to keep matters ·confidential,·
infqrmation us.d as a basis for audit findings may b••ubject to
disclosure. See 11 C.F~R. S 9038.1(e).9/ We believe that the
Primary Committee's initial deci.ion to-enter into such a
settlement agreement placed a legal impediment on its burden of
proving that the disbursement was a qualified campaign expense.
See 11 C.r.R. SS 9033.l(b)(I)-(2). Thul, the Primary Committee
may not be able to demonstrate that a ·settlement" is a
·purchase" of "goods or services." 11 C.F.R.
S 9033.11(b)(3)(ii). The letter is and the underlying
docu~entation ar~ essenti~l, to determine whether the expenditure
wa.s a qU~,lifie~ campai!1n,.u.pense'l2/.,If th~ Primary Committ~e

. '.; pittclsts In' i"tl' c11iim 'tha,t 'thl._, t'~«n.action'!=onst'itutu' ~' -' "'"
qualifi.~·campai9n .xp.nse, the audit and repayment process

,-', require.that'the'expense be verifiecf.and.di'&closed.•• such.: 11.
C.F.R. 'S 90'38.1(e)("],) .. If the lette, cannot'be used ,in the'

.;,~ .~.,'~ ,,_,:,,~up},t''pr,oc:e~.s., ,~ p~i!'lary, ~ommH~ee.,,:y~ll be,,;!quit~, ~9-.~" if., .~, r.~:.;.:':
-~.:::" , ;- pra -rata-repayment (or thetfxpend1-ture~111In accordanc.._with__ , ",'.__

: ...-

--'- 8/ State v. Ra , 502
U.S. I64, (1991)(Court states: en rema1ns with the
agency when it seeks to justify the redaction of identifying
information in a particular document as well as when it seeks
to withhold an entire docuaent.").

21 See generally Bacon v. Secretar of Air rorce, 785
F. SUP!?,. p',55, ~~.I?~. Ol).io ,~ 91) (sett~,~~e,r.t.t~\lll~ ar a ,
r'etal:i6 tot'y 'di sc;har'ge' 'sui t ' can' be kept' confidenti a'l if the ,' ..
parties agree to do so), aff'd 7 F.3d 232 (6th 'Cir. 1993).

lQ/ The FOlA section 552(b)(7)(C) exemption cited by the
attorney is clearly inapplicable because his letter was
generated in an administrative, rather than in a law
enforcement, context. See 5 U.S.C. S 552(b)(7)(C). Because
we do not possess the actual settlement agreement, we are
unable to determine for ourselves whether the "privacy"
exemptions of 5 U.S.C. S 552(b){6), also cited by the
attorney, would be applicable to the agreement and to the
attornev's letter. See qenerallv United States Deot. of
State v~ Washington POSt Co., 456 U.S. 595 (1982)."

111 Although the Primary Committee may choose to make the pro
rata repayment fer tr.e expendit~:e, this d~es net abroga:e its
obligation to "furnish to the Commission all documentation
relating to disbursements and receipts .... " 11 C.F.R. S 9033.1.

'"
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lost radios valued at $13,424.14/ The Primary Committee contends
that it was not commercially feasible to have purchased
insurance to cover such losses. Moreover, the Primary Committee
contends that due to the prohibitive cost of such commercial
insurance, its only alternative was self-insurance.

A committee's decision to purchase or not purchase
commercial insurance is a relevant factor in determining whether
a committee made a "good faith" effort to safeguard its
equipment. See Memorandum to Robert J. Costa, Re: Committee on
Arrangements-ror the 1992 Republican National Convention -­
Legal Comments on Proposed Interim Audit Report (September 17,
1993), at 4-7.15/ Although a committee's purchase of commercial
insurance provIaes some evidence that it has taken steps to
safeguard its equipment, the documentation provided by the
Primary Committee to demonstrate that commercial insurance was
cost prohibitive refers not to the Primary committee, but to the
General Committee. See Primary Committee Response, Exhibit 33
(Marsh & McLennan Memorandums dated June 22, 1994). The Primary
Committee asserts that it had verbal policifS which were
promulgated and adhered to during the primary campaign to
safeguard its equipment. The Primary Committee, however,
provides no documentation to support this assertion other than
the General Committee's "Loss Prevention Policy," which it
c;la,i,as. re.~ltltd f.~om ..these J"rbal po1Lcies. Additi-onally, the
Pri-.ar-y ·Co_ittee provided no documentation demonstrating--wnat­
efforts it aade to locate the lost and stolen equipment, nor did
it provide documentation demonstrating that no fraud or abuse
occurred. See Memorandum to Robert J. Costa, Be: Co_ittee on
Arrangements-!or the 1992 Republican National Convention -­
Legal Comments on Proposed Interim Audit Report (September 17,
1993), at 4-7. Therefore, the Primary Committee should be
required to make a pro rata repayment to the united States
Treasury for the value of the lost and stolen equipment.

v. APPARENT NON-QUALIFIED CAMPAIGN EXPENSES -- GENERAL
ELECTION EXPENDITURES (III.B.2.)

The proposed report finds that the Primary Committee made
various expenditures for goods and services that were for the
benefit of the General Committee or the Clinton/Gore '92 General

14/ We note that the lost equipment itself is similar to the
rost equipment at issue in the audit of the Committee on
Arrangements for the 1992 Republican National Convention where the
Commission determined that the loss was a permissible use of
funds. See 11 C.!".!\.. S 9008.5(a).

15/ The Interim Audit Report for the Committee on Arrangements
IOr the 1992 Republican National Convention was interpreting
permissible uses for convention expenditures. Compare 11 C.F.R.
S 9008.6(a) (permissible use of convention expenses) with
11 C.r.R. S 9032.9(a) (qualified campaign expensesi. ----

?age
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Election Compliance rund ("the GELAC"). The report notes that
the primary Committee incurred costs for items such as computers
and polling in the last weeks prior to the candidate'. date of
ineligibility ("DOl") when most or all state primary elections
had been held.16/ The report reasons that the purchase of
certain goods and .ervices aade so late in the primary campaign
could have no other purpose than to be pre-expenditure report
period expense. for the general election committees. Since the
costs were not incurred in connection with seeking the
noaination, the report recommends that the Commission make an
initial determination that the Primary Committee repay the
Treasury $237,948.17/

i·

The Primary Committee urges the application of essentially
a "bright line" test baaed on the date of a candidate'S
nomination to .upport it. position that the expenses in question
were qualified campaign expenses for the primary election. The
Primary Committee argues that costs for goods and services
incurred before. QOI and used. befo~e 001 a~e qu~lified campaign
expenAes. With regard to theexpen~iture~ fot.eq~iRment .and

. faeiliths '(e:<;j;'; Ji&infiam~ ·co-.putets, pet,!ohal computers, :
. printer~; keyooajds, monitors, .odems, software), the .Primary
Co.-ittee argua. that the expenditures vere qualified campaign
expenses for the prlmary election because the goods were

. , :- .p~.cb~e4" a.e9,.v~e.cl"~{or~tb.~ DOh '-"hue...~he::~i"ty- Co-.1tt~e·"
---·-'---con~enas-tbatas Ii primary asset, it was pera1tted to sell the

equipment to the General Coamittee at a 40\ depreciation, the
required price pursuant to 11 c.r.a. S 9034.5.

With regard to the polling expenditures, the Primary
Committee argues that the expenditures vere qualified campaign
expenses because the polls were conducted prior to the 001 and
concerned issues related to the seeking of the nomination. In
addition, the Primary Committee contends that the polls had a
limited shelf life ~hich had expired by the time the general
el.e9tioI1 .cam]?aiqn t?egao: The. ~riWlry Co~i.l:t~e 1\s.s~rts··~~t:. the'
Commission has ack.nowledged the. limited lSh~lf life bf polls in
its own regulations. See 11 C.F.R. S 106.4(g). .

16/ State primary elections vere held through June 9, 1992. The
candidate's DO! was July 15, 1992.

.......

17/ The report concludes that the expenditures are qualified
campaign expenditures for the General Committee, and rather than
require the Primary Committee repay the United States Treasury,
the General Committee can also choose to reimburse the Primary
Committee for the expenditures the General Committee should have
made. Bowever, the expenditures that should have been made by the
General Committee will place the General Committee in excess of
its expenditure limitation by $68~,220 if the General Committee
sakes the reimbursement, as noted in the proposed rinal Audit
Report for the General Committee.
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We believe that the standard advocated by the Primary
Committee would enable a primary committee to use private
contributions and public matching funds to pay a portion of the
general election campaign expenses, thus circumventing the
general election expenditure limitation and the law'l
prohibition on receipt of private contributions by pUblicly
funded general election candidates. 2 U.S.C. S 441a(b)(1)(B);
26 U.S.C. S 9003(b)(1) and (2). Moreover, such an
interpretation il inconsistent with 11 C.r.R. S 9003.4(a)(1),
which permits general election campaigns to incur expense I prior
to the beginning of the expenditure report period. This
regulation would not be necessary if all expenditure. made prior
to the primary date of ineligibility were qualified campaign
expenses of the primary committee, even if the expenditures
related to the general election.

Bowever, our analysis differs from that of the Audit
Division because we believe that some of the expenditures may
have had a .dual purpose for the primary Committee and the
General Committee, and those expenditures could be allocated
between the two c6mmittees if the purpose is documented. The
central issue rlised is whether the expenditures were made Rin
connection •. , with [the primary] campaign for nomination R or
Rincurred to further a candidate'S (general! campaign for

_. c' ..•lec.tion tQ the Office ,.of .P.,.rei..ident ..•.. - . - ..-Com,pare ..l1 C..,:.R.. _
---'---S9"032 ~9 (a)(2) (defining-quaUtiedcampaignexpenses_!ocprimary__

committees) with 11 C.F.R. S 9002.11(a)(1) (defining qualified
campaign expenses for general committees).

A -bright line- test based lolely on the date that an
expenditure is incurred has never been applied by the Commission
to determine whether a particular expense is a qualified
campaign expense for the primary or general election. Rather,
the two key elements for assessing qualified campaign expenses
are timing and the subject matter requirement of Rmade in
connection with- or -incurred to further.- 11 C.F.R.

'SS 9032.9(a}(2) and 9002.1l(a}(1}. It is not sufficient merely
for an expenditure to be incurred prior to the candidate's date
of ineligibility to be considered a qualified campaign
expenditure. Rather, the correct standard for determining
whether an expenditure is a qualified campaign expense relies on
both the timing of the expenditure and the nature of the
expenditure. See AO 1984-15.

The Commission has previously considered the purposes of
expenditures when allocating costs between primary and general
presidential committees. In the Reagan Bush '84 audit, the
Commission concluded that certain specific expenditures for
polling, consulting, and voter registration incurred prior to
the candidate's 001 and apparently related to the general
election campaign could be considered qualified campaign
expenses of the primary committee since the purpose of the
expenditures related to -delegate tracking.- Final Audit
Report on Reagan Bush '84 Primary (July i, 1986). Bowever, the

?ac:e 152, rl;;;Jr::;ved 12/27/9-1
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Reagan Bush general committee also reimbursed the primary
committee $64,000 for telemarketing expenditures incurred prior
to the candidate's date of ineligibility, and the CommiSSion
allocated costs between the committees for advertising
production costs incurred during the primary campaign for
certain advertisements used during both the primary and general
campaigns, thus demonstrating that the timing of the expenditure
alone doe. not determine whether it is related to the primary or
general election. Id.; Statement of Reasons supporting Pinal
Repayment DeterminatIon in aeagan-Bush '84 General, at 9-12
(July II, 1988). This precedent supports examining all of the
particular facts surrounding an expenditure.

Moreover, matters concerning coordinated party
expenditures, which involve pUblicly-financed presidential
campaigns and expenditure limitations, are analogous to the
issue of qualified campaign expenses presented here. In
situations involving coordinated party expenditures, the
commission has considered·.not only the J;.iming,· but also the
purp~se.~f ~xpe~ditu~e~:~h~n ~et~rm~~ing ~o.~hich .~lection an .

., e~penditurit' .shou~d' be ·.•ttr!bute~L .AO t984~is. , For examp.l~,· in
AO 1984-15, the Commission noted that ~hile -timing is
relevant,- coordinated party expendltures are not restricted to'
tfie time period between t~e nominati~n and the general election,

~,.~.'.. . and j..~ woul.d. ~,inc.QA.a.i.$Unt!.:· ~i tho tA& pu~pas..· o~ tb...1i.....~·_.·~ ;."
. -"on c'oo-r'drriil-i.-d'-.=ipendi t,fres' to -permi t expenditures ude'pdor'-'--

to nomination but with the purpose and effect of influencing the
outcome of the presidential general election to escape this
limitation.- AO 1984-1S.

It is possible that some of the expenditures at issue were
intended, in part, for activities related to securing the
candidate's nomination. With regard to capital assets
determined to be primary committee assets, we believe the
Commission would have to a.llocate those expenditures pursuant to
.the me~hod-,.us,ed for deprf:ci~t~n9 capita,). a~.s.ets. under 11 C.r.R.
S 9034·:S(c)(l).· For 'the 'purpose, of'calculatfng a committee's
NOCO Statement, primary committees are permitted to take at
least a 40\ depreciation on -any property used in the operation
of the campaign whose purchase price exceeded $2,000 when
acquired by the committee.- 11 C.F.R. S 9034.5(c)(1).

There is a question whether the expenditures for computer
equipment are qualified campaign expenses for the Primary
Committee. Many of the Primary Committee's computer
requirements (processing matching fund submissions, preparing
disclosure reports, scheduling travel plans) were handled by
outside vendors such as Public Office Corporation and Worldwide
Travel, Inc. throughout the course of the campaign. However,
the primary Committee asserts that it used the computer
equipment to: (1) increase its correspondence capability and
activity; and (2) engage in "delegate tracking" in preparation

Paae lS3, Ap?roved 12!27/9~
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for the convention.l81 Additionally, the Primary Committee
asserts that its previous computer system often malfunctioned
because it could not handle all the necessary users, and
therefore, a replacement was sought. Finally, the Primary
Committee notes that all its existing files were transferred to
the new mainframe system once it came on-line prior to DOl.

As documentary support for these arguments, the Primary
Committee produced three memoranda regarding the computer system
from Sherry Curry, a Primary Committee staff member to 8arbara
Yates, the Primary Committee's accountant. One memorandum,
dated June 27, 1994, states that the Primary Committee purchased
the new mainframe computer to increase user capacity since the
leased system could only handle 80 devices (terminals, modems,
printers) before suffering breakdowns, and the primary Committee
submitted three sample computer repair work orders from these
breakdowns. Once the new mainframe came on-line, more devices
could be operated at the same time. Similarly, in a June 24,
1994 memoranda from Ms~ Curry to Ms. vates, it is stated that
the Pri.ma.ry CQ~ittee'.s incoJ!l~~'3" correspondenc,: .level .was ..
increa~ing and because of the need to te~pond, the Primar~

Committee neede~ greater computer capacity. The memorandum
includes a list of the biweekly incominq correspondence amounts
demonstrating that in the last two weeks before ~he 001, the

0. _.J .". in,cCW.i.ng ..co.t:.J;.&pondf.nc:.~1.v..l·~in~.a••d.:.to 6,o-36·.iIUloamg: .
--l'feces,--up -from-approxiAately3-iOOO incoming pieces over the

previous biweekly periods dating back to February I", 1992.19/
Primary Committee Response, Exhibit 21. Finally, a third
memorandum asserts that delegate tracking and convention
operations vere performed on certain unspecified personal
computers. It appears that the Primary Committee is referring
to the personal computers purchased from Future Now, Inc.

..... :. ".

c
The Primary Committee response to the interim report and

the computer vendors' invoices indicate that the IeL, Inc.
mainfram~ computer came on-line at least on ~une 25, 1992, and.
that "the" primary Committee files were inserted on this system.
Thus, there is evidence that the Primary Committee had the

18/ Based on the Primary Committee'. descriptions in their
response to the interim report, "delegate tracking" on the
computer system apparently would include using computers to
prepare correspondence to the delegates, and to log phone calls
aade to delegates. The Primary Committee response appears to also
indicate that computers were used for general convention
preparation and logistics.

19/ However, the memorandum does not indicate the subject matter
01 the incoming correspondence (~ contributions, bills,
letters), whether the Primary Committee answered the
correspondence at the same level that it was incomi~g, and how the
computer system would be used to process either incoming or
outgoing mail.
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equipment before 001, during the timeframe from June 25, 1992
through July 15, 1992.20/ Similarly, it appears that the only
peripherals that the PrImary Committee possessed at the end of
the campaign were the W.P. Malone peripherals it owned from JUly
11, 1992 on.21/ Additionally, it appears that the Future Now,
Inc. per.onar-computers were u.ed in the convention operationa.22/

The facts at i.sue pre.ent difficult question. concerning
how to distinguish legitimate primary campaign activity fro.
activity that is geared towards the general election campaign.
In the instant matter, it is clear that the computer equipment
was used extensively throughout the general election campaign.
There is also some evidence that the Primary Committee had lIost
of the computer equipment in its possession prior to 001.
Bowever, the evidence submitted to demonstrate the extent to
which the Primary Committee used the computer equipment is
limited. The documentation submitted to date consists of
unsworn memoranda produced in response to the interim report.
Given the limited ~nformation provided and the ~uestions that

. r.ma.in. regardipg tone .comput4!r ~yste.m,. ,the .p.r~a~y.Com.;:it.tee ..
~. should be .required .to provide documentation ~ith.more ~robative

value suc~ as sworn affidavits and.cont,mporaneous documentation
or lIemora1)da. ror· example, the Primary Co_ittee could provide

.- . delegate tracking reports produced by the system add
____ .._..... L_,i c~Pfth~n'siv~. cOiIIpu-te r··.a.illtertanetr'1·..eorda...... .-1 It .,..... -Pdauy. . '.

COlllllittee can provide-' additional docwaentation deaonatrat-ing---its
use of the computer system, we believe that the costs'lncurred

C> for the systell would be qualified campaign expenses for the
Primary Co_ittee and the value of the asset deterained pursuant

... ..;.. ..."

, ,..,
'''; ;

c-

20/ We note there is a dispute over when the new system came
on-line. The primary Committee ordered the new lIainframe cOllputer
from ICL, Inc. on May 28, 1992 (invoice date), but the permanent
equipment· vas only installed on June 25, 1992, The primary
Committe~ aS5ert5 that IC~, InG: provided it a loaner during the
interim period, but this assertion is undocuaented. Thus, it
appears that the nev mainframe was installed only two weeks prior
to the start of the convention.

21/ We note that the devices that the priaary Committee appears
to have agreed to purchase on June 30, 1992 (invoice date) from
W.P. Malone for $104,174 were actually being leased by the Primary
Committee up to July 11, 1992 since the purchase invoice and lease
invoices list the exact same equipment. So, it appears that the
primary Committee only became the owner of these goods at the time
the convention started (or owned and lea.ed the equipment
concurrently) .

22/ The costs for fifty-one personal computers ordered from
FUture NOW, Inc. were incurred by the Primary Committee on May 29,
1992 (invoice date). Additional personal computers ~ere ordered
by the Primary Committee from Future Now, Inc. and delivered on
June 23, 1992, June 29, 1992, and July 15, 1992.
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to section 9034.S(c)(1) of the Commission's regulations for
purposes of the Primary Coamittee's NOCO Statement.

We concur with the proposed report's conclusion that the
polling expenses paid by the primary Committee to Greenberg-Lake
($108,622) and Opinion Re.earch Calling ($93,904) are general
election campaign expen.e.. Polling expenditure. are
specifically provided for in 11 C.F.R. S 9003.4(a)(1) as
qualified campaign expen.e. for the general election. The polls
concerned the general election it.elf in that they mea.ured the
candidate's popularity versus the other likely candidates in the
general election, George Bush and Ross Perot.23/ Indeed, two of
the polls were taken after the roll call vote-ror the nomination
was completed at the convention. With regard to the primary
Committee'. argument that the polls decrease in value at a rapid
rate, we view this as irrelevant since we view the polls ••
general election expenses.

We concur with the repor~'s treatment of the expenditures
.' f9r. va.;ious servi;-ce.5 (~, e~p~!1d.it~re~ to .A.i~.Adv~nl;age a~d

I.'l'\ •. Electric) tnat were proVided to the Primary. Conit·tee wh1ch'
seem to'h~ve been 'only for the'incidental benefit of the priaary
Committee. An example of this is the reconfiguration of the
candidate's airplane just prior to the convention. The a~tual

..- ;........ ._J;k a~r~:tQ:_.bave .b¥.q-....c.ompl.c.t..e<i :pr.i~r .to- ~pe ..OQnveI}ti~_ .'
----Ifowever-,··the ·reconfi<]Ured-plane-was-used.oril.yonce_prior..to.DOI.•. _

With these types of expenditures, we recommend that the Primary
Committee be allowed to reiaburse the General Committee to
account for the Primary Committee's use.

Finally, we concur that all costs associated with the
biographical film about the candidate entitled -The Man From
Bope- are general election expenses. In Reagan-Bush '84, the
Commission specifically addressed the issue of commercial
production costs associated with a television commercial
produced by ~he p~imary co~ittee but aired.puring the general
election. statement of ~easons supporting Final Repayment
Determination in Reagan-Bu5h '84 General, at 9-12 (July 11,
1988). The Commission concluded that the date of broadcast for
media projects (i.e., the date when commercials, films, etc. are
aired or broadcasted), not the date of production, determines
whether such projects are primary or general election

23/ The Commission has in the past viewed the content of the
expenditure to determine the purpose of that expenditure. See AO
1984-15 (after scrutiny of the content of certain television-­
commercials, the Commission concludes that ~(tJhe clear imy~rt and
purpose of the these proposed advertisements is to diminish the
support for any Democratic Party presidential nominee ... ~).

Page _::s, ~prc\""eC 12/2"7/9";
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expenditures.24/ ·The "an from Bope- film was shown at the
convention after the candidate was nominated, as well as on
several subsequent datea.25/ Therefore, these expenses are not
qualified campaign expenses for the primary election.

VI. RECEIP'l' OF KATCBIRG FORDS IR EXCESS or ENTITLEJlE'N'1'
(III.D.l

The proposed report recommends that the Commission make an
initial repayment determination of $3,464,150 on the basis that
the Primary Committee received public funds in excess of its
entitlement. The report notes that the Primary Committee
received certain contributions and then redesignated the
contributions to the G~LAC in a manner inconsistent with the
Coamission's regulations at 11 C.l.R. S 9003.3(a)(1)(iii) since
the Primary Committe. had remaining debts to satisfy at the time
of the redesignations. The report seeks to treat the
contributions as primary contributions, nullifying the
impermissibl& redesignations. When ~he subject contributions
Lre applied to the.Primary Committ~e~s Noeo S~atemept as aQ
'a~set; the furid~ aecrease" the Committee's net outstanding "
campaign obligations and results in the repayment to the United
States Treasury'based on receiving funds in excess of the .
Primary Committee's e~titlement.26/

.~ ~ ' .. . " ... , .~ .. 'L~ ••• ' 0;.-' '" : ...

24/ The Commission concluded that the commercial at issue aired
repeatedly during the general election campaign, despite the
primary Committee'. arguments to the contrary. Reagan-Bush '84
statement of Reasons, p. 11. There, the Commission rejected the
primary committee's assertion that production costs should only be
allocated to the primary campaign.

25/ The Primary Committee contests the Commission's determination
that the candidate's DOl is JU~y 15, 1992. The 001 .is the -date
'on which the party nominates its candidate.- 11 C.F.R.
S 9032.6(a). Although the Commission has not defined the word
"nomination,- the Commission has previously viewed the completion
of a convention roll call vote which nominates a candidate as the
"nomination.- The Primary Committee's suggestion to defer to a
political party's definition of the term -nomination- will lead to
inconsistent applications since every party could define it
differently. Moreover, the Commission notified the Primary
Committee by letter dated August 4, 1992 that July 15, 1992 was
the DOl, and the Primary Committee did not object to this
determination until now. As a result, we concur with the proposed
report's conclusion that the DO! vas July 15, 1992, the date that
the convention roll call vote nominating the candidate was
completed.

26/ The proposed Fina: Audit Report for the General Committee
recommend; that the GE~C reimburse the Primary Committee for the
improperly redesignated funds.
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In re.pon8~ to the interim report, the Primary Co_itte.
argues that the subject contributions were undesiqnated, and
thus, under 11 C.r.R. S 110.1(b)(2)(ii), could be viewed a.
GELAC contributions since they were received after the
candidate'. DOl. The Priaary Committee contends that the
redesignations were perforaed by aistake by a foraer vendor.
The priaary Co.-ittee further a ••erts that it should not be
penalized for setting a cut-off date for receiving contributions
in the belief that it has no remaining debts ·without the
benefit of hindsight.- primary Coaaittee Re.ponse, at 40. In
this respect, the Primary Committee chaIlenqes'the Commis.ion
practice of applying private contributions against a deficit on
its NOCO Statement prior to applying matching funds against the
deficit. The primary Co..ittee believes that if anticip&ted
matching funds were applied against its deficit al reflee~ed on
the NOCO Stateaent, it would have been permitted to aake the
redesignations.

. We CO?cU~ ~ith the report that the P!imary Committee
received'matching fu~ds. in excess of'its entitlement. The

o CS"terllfnation; of" whli-tbera 'c6tl~rtbuUon-11;'. ',delfigh~Ud" fen a"
particular election' turn.s· on the con'tributor' s donati VI! "inttmt.
See.AO 1990-30. Arguably, the contributions in question were
aiSiqnated to the priaary Committee since they were aade payable

.. t9-.·.~ipt·9n ~~r.. ~r.'j.d~t·..q,r,;~J.i~if.r..•~tity. ~Qcl .t:,fcei'{.td. ~b.~... ~ ...
. ' -tlie-~r'lllary-Co_'ittee - Dad-outstanding-debts .2'7/~Se~-Il-t.r. R.--· .

S 110.1(b)(4)(i). The Coamission has perllitted --­
publicly-financed presidential caapaigns to treat contributions
received post-DOl as priaary receipts and subait thell for
aatching if they have outstanding debts. rurther, Cosaission
regulations condition redesignations of a primary co_ittee's
contributions on the fact that the contributions represent funds
in excess of the amount needed to pay rellaining primary debts,
thus, it is anticipated that a primary committee will continue
to receive private contributions designated to it after DOl.
~. 1;l c; ..F. R. S 9003. 3. ~ a )( 1 ) ~ i i ~ )'. . .

The Primary Committee benefited from this apprbach,
receiving public funds for contributions received post-DOl that
were virtually identical to these at issue here. The Primary
Committee has not advanced a credible reason for distinguishing
between the post-DOl contributions submitted for Ilatching and
those contributions that it now claims were contributions to the
GELAC. We do not believe that the Primary Coamittee can apply
the designation rules in a manner that will allow it to
arbitrarily claim that certain contributions are primary
contributions that are matchable and reverse its position to
increase its entitle.ent to public funds by claiaing that

27/ We recommend that you attach to your report an exhibit
demonstrating the amounts of contributions designated for each
specific entity (~, Bill Clinton, Bill Clinton for president,
Bill Clinton for President Committee, Team Clinton).

Page ~58, A;pro\~ 12/27/94
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aiailarly designated contributions are designated to the GELAC.
The designation rules do not operate to thus allow a committe.
to aanipulate its entitlement to public funds.

The Primary Coaaittee's argument that matching funds be
counted into the NOCO Stat.ment as of the time of submission,
ratber than receipt of such funds, vould also allow the Priaary
Co.-ittee to manipulate its entitlement to pUblic funds. The
Primary Committee's claim that the Commission's NOCO Statement
calculation system is unfair is based solely on the fact the
primary Committee miscalculated its remaining entitlement and

expenditures. The Commission's regulations account for the fact
that there may be miscalculations in the NOCO Statement because
the Primary Committee is required to submit a revised NOCO
stat.ment with each submission for matching funds after DOl and
the Primary Committee will be required to make a repayment if it
it later determined that the payments exceeded the Primary
Co.-ittee's net outstanding campaign obligations_ 11 C.r.R.
U .9034.5{f)(1)- and 9038.2(0)(1)\i).

~_ ' _ ~'. ":. ':." • -,0-' •• ' .- : " ' • .," •• "

.... Furthe,..,. while .tr~at.in9 future. matching -funds as an.
accounts.~eceivable to eliminate its ~ebts, the Primary ..
Co.-ittee neverthe-rein 5ubmi·tted a NOCO Statement ihdicatfng
that it vas in a deficit posicion so that it would be enti~led

~:~::., :",t-o_·~.~~··~~ am:1.(;i;p..ted 1Utl~.:i,ag. •~\lPd.&:... 'Thia:, pl.Il.c:..':, t1;l.+ ... '.'" .-."
',' . Primary co_ittee in the contradictory position of asserting---·'

that it has debts and does not have debts in order to obtain the
C' maximum benefits of the public financing process. The

coasis.ion'. regulations do not contemplate treating future
matching funds as an accounts receivable on the NOCO Statement.
The accounts receivable (or amounts owed) that can be listed as
assets on the NOCO Statement generally include credits, refunds
of deposits or rebates from qualified campaign expenditures. 11
C.F.R. S 9034.5(a)(2)(iii) (discussing calculation of NOCO
statements). The result of including anticipated matching funds
.as an ..as~et is. t:hat .t;he. pr~!D-ary .~QIIlJIlittee .is. able to.incr!!ase ..

'-r: its entitlement based on speculation that the -contributions will
in fact be matched. 11 C.F.R. S 9034.5(a).

. .'

.~. ~ ..... ~

; c ~. ~
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December 27, 1994

Mr. J. L. "SKip" Rutherford, Treasurer
Clinton For President Committee
c/o Ms. Lyn Utrecht
Oldaker, Ryan & Leonard
818 Connecticut Avenue, N. W.
Washington, D. C. 20006

Dear Mr. Rutherford:

Attached please find the Final Audit Report on Clinton For
President Committee. The Commission approved this report on
December 27, 1994. As noted on page 4 of this report, the
Commission may pursue any of the matters discussed in an

'--enforcement- -act-ion.· - -- - _

In accordance with 11 CFR 9038.2(c)(1) and (d)(l), the
Commission has made an initial determination that the Candidate
is required to repay to the Secretary of the Treasury $1,383,587
within 90 days after service of this report (March 30, 1995).

Should the Candidate dispute the Commission's determination
that a repayment is required, Commission regulations at 11 CFR
S9038.2(c)(2) provide the Candidate with an opportunity to
submit in writing, within 30 calendar days after service of the
Commission's notice (January 30, 1995), legal and factual
materials to demonstrate that no repayment, or a lesser
repayment, is required. Further, 11 CFR S9038.2(c)(31 permits a
candidate who has submitted written materials to request an
opportunity to make an oral presentation in open session based
on the legal and factual materials submitted.

The Commission will consider any written legal and factual
materials submitted by the Candidate within the 30 day period in
making a final repayment determination. Such materials may be
submitted by counsel if the Candidate so elects. If the
Candidate decides to file a response to the initial repayment
determination, please contact Kim L. Bright-Coleman of the
Office of General Counsel at (202) 219-3690 or toll free at
(800) 424-9530. If the Candidate does not dispute this initial
determination within the 30 day period provided, it will be
considered final.

?a~e 161, Approved 12/27/94
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The Commission approved Final Audit Report will be placed
on the pUblic record on December 29, 1994. Should you have any
questions regarding the public release of this report, please
contact Ron Harris of the Commission's Press Office at (202)
219-4155.

Any questions you may have related to matter covered during
the audit or in the audit report should be directed to Joe
Stoltz, Russ Bruner or Leroy Clay of the Audit jlvision at (202)
219-3720 or toll free at (800) 424-9530.

Sincerely,

-:&J~_
, 1 I.

Robert J.ta ..
Assistant Staff Director
Audit Division

. A.ttac:pment.j!s !?tated
----'-~----~:~------- ~- ~-_.

cc: Lyn Utrecht, Esq.

Page 162, Apprc\'"e-.:: :. 2/ 27 /9-i
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December 21, 1994

The Honorable William J. Clinton
c/o Ms. tyn Utrecht
Oldaker, Ryan & Leonard
818 Connecticut Avenue, N. W.
washington, D. C. 20006

Dear Mr. President:

Attached please find the Final Audit Report on Clinton For
President Committee. The Commission approved this report on
December 21, 1994. As noted on page 4 of this report, the
Commission may pursue any of the matters discussed in an
enforcement action.

In accordance with -fl- erR 91l3~; 2(c)(1) and--(d} (l),-thL
Commission has made an initial determination that you are
required to repay to the Secretary of the Treasury $1,383,587
within 90 days after service of this report (Karch 30, 1995).

Should you dispute the Commission's determination that a
repayment is required, Commission regulations at 11 CFR
S9038.2(c}(2} prOVide you with an opportunity to submit in
writing, within 30 calendar days after service of the
Commission's notice (January 30, 1995), legal and factual
materials to demonstrate that no repayment, or a lesser
repayment, is required. Further, 11 CFR S903B.2(c}(3} permits a
candidate who has submitted written materials to request an
opportunity to make an oral presentation in open session based
on the legal and factual materials submitted.

The Commission will consider any written legal and factual
materials submitted by you within the 30 day period in making a
final repayment determination. Such materials may be submitted
by counsel if you so elect. If you decide to file a response to
the initial repayment determination, please contact Kim L.
Bright-Coleman of the Office of General Counsel at (202)
219-3690 or toll free at (SOO) 424-9530. If you do not dispute
this initial determination within the 30 day period provided, it
will be considered final.

Page 163, Approved 12/27/94
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The Commission approved Final Audit Report will be placed
on the public record on December 29, 1994. Should you have any
questions regarding the public release of this report, please
contact Ron Harris of the Commission's Press Office at (202)
219-4155.

Any questions you may have related to matter covered during
the audit or in the audit report should be directed to Joe
stoltz, Russ Bruner or Leroy Clay of the Audit Division at (202)
219-3720 or toll free at (800) 424-9530.

Sincerely,

---/8 /'/1/ L--/"'
Robert J. osta
Assistant Staff Director
Audit Division

cc: Lyn Utrecht, Esq.

. '. ....
r

Page 16~, A~P~0ved 12/27/94
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CLINTON FOR PRESIDENT COMMITTEE

pre-audit Inventory Commenced

Audit Fieldwork

Interim Audit report to
the Committee

Response Received to the
Interim Audit Report

Final Audit Report Approved
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Statement of Reasons For Clinton Campaign Audit

Attached is a copy of the Statement of Reasons for the

Clinton Campaign Audit signed by Commissioners McDonald,

McGarry, and Thomas. This was received in the Commission

lD Secretary's Office on Friday, December 16, 1994 at 12:40 p.m.

Attachment



FEDERAL ELECTION CO,\'1MISSION
W"SHINCTON 0 C ~J

STATEMENT OF COMMISSIONERS McDONALD, McGARRY,
AND THOMAS REGARDING CLINTON CAMPAIGN AUDIT

We write this short statement to explain our principal
reasons for disagreeing with the staff's recommendation to treat
about $1.5 million in funds raised by the Clinton campaign after
the nomination as primary committee assets. The staff's
recommendation would have resulted in an additional repayment
obligation in that amount on the theory that the primary campaign
debt was $1.5 million smaller and matching funds given to the
campaign to pay its debts should be returned.

First, as a matter of law, this is a case of first
impression. The Coaaission has never addressed whether
contributions coming in after the noaination with som.­
indications they were intended for the primary, but without the
specific signed writing required for proper designation as such
(.ee 11 C.r.R. S110.1(b)(4) and Advisory Opinion 1990-30, 2 Fed.
Elec. Camp. Fin. Guide (CCH) , 6006), must be treated as primary
campaign assets. The staff felt that because the checks were
made payable to various names such as ·Clinton for president
Campaign,· the legal requirement for a proper designation as a
primary contribution was met. We think the regulation and
advisory opinion cited necessitate clearer words of designation
for a particular election than that. Also, we disagree that the
solicitation materials which appear to have generated Bome of the
contributions at issue satisfy the designation standard without a
contributor's signature. Maybe the regulation and advisory
opinion shouldn't have been made so strict, but the signature
requirement is there.

Second, assuming the contributions at issue didn't have to
be treated as primary assets, we faced the policy issue or-­
whether the Clinton campaign should be forced to treat them as
such nonetheless. Because the actual intent of these
post-nomination donors was ambiguous at best, because the
technical requirements for designation as primary donations were
not met, and because the use of public funds (rather than private
contributions) to pay campaign expenses is the very essence of
the public funding program, we felt it inappropriate to account
for these funds in a way that would deprive the Clinton campaign
of the use of public funds to pay legitimate post-primary debts.
The funds at issue, which came in after the nomination, which
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subsequent to receipt were confirmed in writing by the donors to
be intended for the general election legal and accounting
compliance fund (GELAC), and which were not subaitted for primary
campaign matching funds, shouldn't be reconfigured as primary
campaign assets, we believe.

The staff was of the view that if we don't treat the funds
moved to the GELAC as primary assets, we should treat other
post-nomination contributions submitted for priaary matching as
non-matchable and recoup any associated matching funds. This
struck us as a "Catch 22" argument. In our view, the
contributions submitted for matching can and should be treated
differently. First. the Clinton campaign concedes that such
contributions must apply as a primary asset, thereby reducing
post-nomination entitlement for matching funds. Further, the
Commission's longstanding practice, apparently, has been to treat
such contributions as matchable even though the technical
requirements for written designation have not been met.

What is the impact of our approach? Taxpayer funds, rather
than privately raised dollars, are used to pay primary campaign
expenses-- a result that furthers the public financing concept.
The funds at issue are left available to the GELAC to pay for
complying with the many complexities of the law-- again a result
that furthers the public financing concept because it insures
that caildidates continue to uopt for public rather than private
financing. .. ..--- ..

Our approach does not undermine the responsibility of the
agency to insure that public funds are not spent for things that
have no relation to the primary campaign or that are not properly
documented. Hundreds of thousands of dollars in the Clinton and
Bush campaigns are being treated as non-qualified for these
reasons. Nor does our approach undermine our review of campaigns
to insure that the state-by-state and overall spending limits are
adhered to by the publicly funded campaigns. The audit reports
demonstrate this. All our approach does is allow the use of more
public funding dollars to pay for legitimate primary campaign
expenses of a publicly funded campaign. As a er of policy,
we think that is a better resu than the al tive.

I<-/~-Cf'i
Date Date

t E. Thomas
Commissioner
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Statement of Reasons
Final Audit Report of the Clinton for President Committee

Commissioners Joan D. Aikens. Lee Ann Elliott, Trevor Potter

On December 15, 1994, the Federal Election Commission
considered the Final Audit Report on the Clinton for President
Committee. Unfortunately, a major recommendation in this Report
that required the Clinton Committee to make a substantial
repayment of taxpayer funds was blocked by three Commissioners.

This unprecedented action involved the Clinton Committee'S
receipt of matching funds from the U.S. Treasury in excess of
its entitlement. The.Commission's Audit Division found, and the
General Counsel agreed, that the Clinton Committee improperly
diverted over a million dollars in private contributions from

. the. P.rimar;:y Committe.e to ~ s~parate _.~leg,l and, a<;~Q.\JQ.):inq {UJ;1d"
---fo-r-the-Genera-I--El:ection. Bowever, the law requires these '_, _

private contributions be used to pay th~ remaining debts of the
primary committee.

The effect of this impermissible transfer was to
artificially inflate the Primary Committee's debt. This caused
the u.s. Treasury to make an overpayment of taxpayer funds to
the Committee to cover that debt. Accordingly, the Audit
Division and General Counsel recommended the Committee repay
$2.9 million to the u.s. Treasury. We voted for this
recommendation because this result was clearly required by the
Commission's regulations and previous presidential audits. We
regretfully conclude that our three colleagues' failure to
adhere to these rules, and their vote against this
recommendation, can only be considered arbitrary and capricious.

I. Commission Regulations and Procedures Required
the Clinton Committee Make a Repayment

The Commission's regulations at 9034.1(b) limit the amount
of public funds a candidate may receive after the nomination to
the net debt outstanding at the time a matching fund payment is
received. To arrive at this debt calculation, all public and
private contributions are subtracted from debts outstanding.
Any net debt remaining would increase the candidate's



statement of Reasons
Clinton for President Committee
by Commissioner Joan D. Aikens,
Commissioner Lee Ann Elliott and
Commissioner Trevor Potter

Page 2

entitlement to public funds to pay the debt. The long history
of this regulation makes it clear that it was designed to
encourage the payment of campaign debts, to the extent possible,
with private contributions.ll

Commission regulations at part 9003.3(a)(1)(iii) also
clearly state: Contributions that are made after the convention
but which are designated for the primary election, and
contributions that exceed the contributor's limit for the
primary election may be redesignated for the legal and
accounting compliance fund if the candidate obtains the
contributor'S redesignation in accordance with 11 C.F.R. 110.1.
Contributions that do not exceed the contributor'S limit for the
primary election may be redesignated and deposited in the legal
and accounting compliance fund only if:

'(A1The contribu'io.ns. re.present .funds in f!xcess of any
amount needed to pay remaining ptimaryexpenses;.••

11 The requirement at 11 C.F.R. S 9034.1(b) that private
contributions be used to pay a committee's debts was recently
upheld in Lyndon B. LaRouche: LaRouche Democratic Campaign '88
v. FEC, 28 F.3d 137 (D.C. Cir. 1994). In LaRouche, the Court
stated "the language (of 9034.1(b» would appear to be
dispositive. A candidate is entitled to receive post-DOl
matching payments so long as net campaign obligations remain
outstanding, and the regulation defines a candidate's remaining
[NaCO] as the difference between the amount of his original NOCO
and the sum of the contributions received ... plus matching funds
received::: -Whenever the sum of his post-DOl receipts equal the
amount of his NaCO-whether those receipts be in the form of
private contributions ~ matching payments~rom the puEIic
fisc - his entitlement to further matching payments comes to ~
~ Even if we were to find the regulation ambiguous, which we
~not, we would still have to accept the Commission's
interpretation of section 9034.1(b) unless we found it plainly
inconsistent with the wording of the reT~lation, which it is
not. 28 F.3d at 140 (emphasis added).
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(0) The contributions have not been submitted for
matching.

(emphasis added'.

This regulation was approved on a 6-0 vote by the
Commission after the 1988 election cycle when a similar issue
arose in the Oukakis audit. This regulation vas designed to
more clearly state the consistent position taken by the
Commission from the first publicly financed election in 1976.
In noting the need for this clearer regulation, Commissioner
Thomas pointed out during the Oukakis audit that:

On its face. the (former) regulation would seem to allow
the redesignation of post-primary designated contributions
if the primary would have a debt afterward. However, it

,. .wO_ulcl.'be inconsistent. . ..,ith· the Co_ission·s C"On9ressional
mandate to allow a coufttee to, in ''-.'s'-nce ,create--debt ­
that would lead to entitlement for post ineligibility
matching funds. In other words a committee should not be
able to claim a net debt and hence entitlement to post
ineligibility matching funds if it dissipated its
permissible primary contributions to do so. Taken to its
extreme, a committee could redesignate all of its unmatched
contributions ... and unnecessarily create a huge deficit
with a resulting claim for matching funds.

The current language of 9003.3(a)(1)(iii) pertaining to
redesignation of post-primary designated contributions,
effective Aoril 8, 1987, evolved from a somewhat similar
provision in the previous version of 11 C.F.R. 9003.3.
However, the prior version made clear that such
redesignations were permissible only if the primary
committee retained sufficient funds to pay its
remaining debts.

Contributions which are made after the beginning of the
expenditure period but which are designated for the primary
election may be deposlted in the legal and accounting
compliance fund: provided that the candidate already has
sufficient funds to pay any outstanding campaign
obligations lncurred during the primary campaign ...
[11 C.F.R. 9003.3(a)(1)(iiil (effective July 11, 1983).J
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Though the current language did not retain this protective
phrasing, there appears to have been no intent to alter
the prior approach .... Indeed. as noted, it would be
contrary to public policy to allow the creation of debt and
the consequent entitlement to post ineligibility matching
funds. Accordingly, the Committee should be permitted to
redesignate and transfer-out to the GELAC only so much of
the contributions as would not leave the Committee in a
net debt position. The remaining amount in question, .•.
cannot be redesignated and transferred-out, must be repaid
by GELAC, and must :herefore be included in Committee's
cash on hand figure.~/

In order to clarify any ambiguity that may have occurred
during the 1988 Presidential audits, the Commission revised its

, presidential regulations for 1992 to make absolutely clear that
- c---- public_a_pd_private lIoney be used· for debt' reti rement, and that

.:;- there iSliaited peniiifsibility ands-everal prerequisites--for--­
any redesignation of private funds. See 11 c.r.~. 9003.3(a)(1)
(iii) and 9034.l(b).

II. Application of These ~ules to the Clinton Coaaittee

By splitting 3-3 on two repayment motions, the Commission
failed to apply these regulations to the Clinton Committee. For
example, there is no question that on the date of ineligibility
(i.e., the date of Clinton'S nomination, July 15, 1992), the
Committee had a debt of over $7 million. Solicitations prior to
July IS had clearly solicited funds for the primary campaign and
all contributions received were made payable to the primary
Committee, and deposited into the primary account. Those
solicitations reminded the contributor that the contribution
could be matched. In fact, the last primary solicitation sent
on July 17, which solicited funds to retire the primary debt,
again reminded the contributor that the contribution could be
matched·l/

2/ Quote of Commissioner Scott Thomas from the Final Audit
Report on the Dukakis for President Committee, approved by
Commission 6-0.

l/ Subsequent sollcita:ions were mailed for contribu:icns to
the General Election Legal and Accounting and Compliance Fund
(the GELAC). Those contributions are not at issue here.
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Contributions deposited by the Primary Committee from
these solicitations totaled $5,863,410 between July 16 and
October 2, 1992. In that same time frame, the Committee
submitted final matching requests totaling $6,046,107. The
Committee received this inflated amount because they did not
apply all of their private funds to their net outstanding
campaign obligations. Instead, the primary Committee sought
redesignations from their contributors and transferred
$2,444,557 to the GELAC. This is in direct contravention of the
Commission's regulations governing matching funds. 9034.1(b).

In other words, the Committee took contributor checks
directly in response to primary solicitations, deposited them
into the primary account and submitted $2,600,519 for matching
funds while at the same time taking other contributions from the
same solicitations and, claiming they were intended for the
GELAC, transferred them to th~ Legal and Accounting Compliance

-tund .

In the Final Audit report, the Audit Division correctly
recommended that the candidate had exceeded his entitlement to
further matching funds as of the date on which private
contributions and matching funds could have retired all debts.
This was in accord with the previously cited public funding
regulations, their Explanation and Justification, and the
Presidential Compliance Manual. The amount the Audit Division
calculated the Committee received in excess of its entitlement
on this issue was over $2.9 million. The Audit Division
recommended this amount must be repaid to the U.S. Treasury.
The Office of General Counsel fully concurred with this
recommendation.

In discussing this finding, our colleagues argued that
because of the general redesignation language at 11 C.F.R.
S 110.1 and the fact that the Committee had received
redesignations from many of the contributors, that we should
recognize the "contributors' intent" and allow the Committee to
transfer the funds to the GELAC.

We believe their analysis is faulty in that it fails to
take into account the speclfic language of the regulations
concerning outstanding debts from a Presidential primary at
SS 9003.3(a)(1)liii) and 9034.llbl.
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However, our colleagues' and the Committee's argument went
even farther ~han simple redesignation. They argued that these
contributions were not specifically designated for the primary
in the first place but were intended for the GELAC despite the
fact that some of these contributions were solicited by the
Primary Committee to retire primary debt; and all specifically
indicated on the solicitation that the contributions were
matchable; and the cheeks vere made to the order of the Priaary
Committee and were deposited in a Primary Committee account.

The re6u:~ of the Commission's failure to approve Audit's
recommendation left us in the impossible position of accepting
the Committee's argument that contributions deposited after the
convention were not primary contributions, but rather were
undesignated contributions received after the primary election,
and pursuant to 11 C.F.R. 110.1 were automatically general

.el_ectioncontributions. This apparently holds true despite the
facttt'iat cClntiibtitions receiVed as part of thenllle
solicitations were in fact deposited by the Priaary Committee
and matched with public funds!

Following the 3-3 split on the Audit's recommendation,
which had the effect of calling these funds contributions for
the GELAC, the General Counsel and Audit Division recommended
that the funds received after the DOl that were matched should
be declared ineligible for matching because (as our colleagues
had just argued) they too were not designated for the primary.
This recommendation was made because the contributions
transferred by the Clinton Committee to the GELAC and the
contributions that were retained by the primary committee and
submitted for matching were indistinguishable in every way:
they were solicited by the same mailing, mailed to the same
address, made payable to the same committee and received at the
same time. This motion recognized that if some of these
contributions were not designated for the primary, then none
were. Accordingly, the Committee would have had to make a
repayment of the amount that was mismatched with public funds.
Incredibly, this motion also failed on a 3-3 partisan split.
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And so the Committee has it both ways. Contributions the
Committee received after the convention were considered primary
contributions that were matched with public funds used to pay
primary debts, while other contributions also received after the
convention from the same solicitations were considered
undesignated or redesignated to the GELAC -- all at the whim of
the Committee.

We see no legal or logical way that these post convention
contributions can be both matchable primary contributions and at
the Committee'S discretion also be undesignated contributions
to the GELAC. Such a scheme allowed the Clinton Committee to
manipulate its cash balance and debts to receive public aoney
to which it was not entitled. In its 19 year history, the
Commission has never tolerated such a result. The Commission's
failure to demand repayment of this public money is inconsistent
with Commission precedent and squarely at odds with the plain

---lan-guage-o-f -tne--statute -a-nd-requlaHons,- ls-aroitrary -ariii---- ._.-
capricous, and contrary to law. Failure to approve either of
the two motions completely undermines the integrity of the
presidential Public Funding system and viII place this agency in
an untenable position in trying to enforce the law in future
elections.

III. The Clinton Co.-ittee's Real Entitlement to Public Roney.

In their Statement of Reasons, Commissioners KcGarry,
McDonald and Thomas make the extraordinary statement that their
votes to block repayment actually "furthers the public financing
concept" (emphasis in original) because it pumps more taxpayer
money into the Clinton campaign than the rules allow. Their
argument is that if public financing is good, then more public
financing must be better. This philosophy, of course, turns
Congress' limited public financing statutes for the primaries
and the Commission's audit rules upside down: for in every
Presidential audit, until this one, the Commission has sought to
protect taxpayer funds by requiring Committees prove they were
fully entitled to the matching funds they received.
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We believe that, at a minimum, Congress should be consulted
before the Commission turns a conditional grant of public funds
into a flat entitlement for maximum financing. furthermore,
such a drastic change of course should be subject to the notice
and comment and other protections of a rulemaking. Finally, it
is grossly improper to adopt such a free-spending standard for
only one candidate (the current President of the United States),
while every other campaign in the same cycle has been held to a
different and stricter rule. Such a singular and capricious
result is inappropriate and does not "further" the concept of
public financing. Instead, it destroys the public's confidence
that its money will be audited in a non-partisan manner and the
rules scrupulously followed when it is given to any presidential
campaign.

tUhl1~~
Lee Ann Elliott
Commissioner

Trevor Potter ~ _
Chairman

Date

Date
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FEDERAL ELECTION COMMISSION

Statement of Reasons
Final Audit Report of the Clinton for President Committee

Commissioners Joan D. Aikens, Lee Ann Elliott, Trevor Potter

On December lS, 1994, the Federal Election Commission
considered the Final Audit Report on the Clinton for President
Committee. Unfortunately, a major recommendation in this Report
that required the Clinton Committee to make a substantial
repayment of taxpayer funds was blocked by three Commissioners.

This unprecedented action involved the Clinton Co.-ittee'.
receipt of matching funds from· the U.s. Treasury in excess of

-o·c;.-;.-~·-~ -tts-antHleOtft.--'-'lhe---Ci::i_1·• .-totl'_If_",,-11c:!!tDivia ion found, imd ··tll' ..
'. General Counsel agreed, that the Clintoncouitte.- 1llpropeily­

diverted over a million dollars in private contributions from
the primary Committee to a separate -legal and accounting fund­
for the General Election. However, the law requires these
private contributions be used to pay the remaining debts of the
primary co_ittee.

'- .

The effect of this impermissible transfer was to
artificially inflate the Primary Committee's debt. This caused
the u.s. Treasury to make an overpayment of taxpayer funds to
the Gommittee to cover that debt. Accordingly, the Audit
Division and General Counsel recommended the Committee repay
$2.9 million to the U.S. Treasury. We voted for this
recommendation because this result was clearly required by the
Co_ission's regulations and previous presidential audits. We
regretfully conclude that our three colleagues' failure to
adhere to these rules, and their vote against this
recommendation, can only be considered arbitrary and capricious.

I. co_ission Regulations and Procedures Required
the Clinton Co.-ittee Make a Repayaent

The Commission's regUlations at 9034.1(bj limit the amount
of public funds a candidate may receive after the nomination to
the net debt outstanding at the time a matching fund payment is
received. To arrive at this debt calculation, all public and
private contributions are subtracted from debts outstanding.
Any net debt remaining would increase the candidate'S
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entitlement to public funds to pay the debt. The long history
of this regulation makes it clear that it was designed to
encourage the payment of campaign debts, to the extent possible,
with private contributions.ll

Commission regulations at part 9003.3(a)(1)(ii1) also
clearly state: Contributions that are made after the convention
but which are designated for the primary election, and
contributions that exceed the contributor's limit for the

• primary electioR' may be redes:i.goated for the legal and.
accounting compliance fund if the candidate obtains' the.
contributor'S redesignation in accordance with 11 C.F.R. 110.1.
Contributions that do not exceed the contributor'S limit for the
pri~ary electi~n may be redesignated and deposited in the legal
a-rid -aecountio-q"t:o'apllancefund .only i f.:... ~. '. : . '.- .....

(A) The contributions represent funds in excess of any
amount needed to pay remaining primary expenses; .••

11 The requirement at 11 C.F.R. S 9034.l(b) that private
contributions be used to pay a committee's debts was recently
upheld in Lyndon R. LaRouche; LaRouche Democratic Campaign '88
v. FEC, 28 F.3d 137 (D.C. Cir. 1994). In LaRouche, the Court
stated "the language (of 9034.l(b)) would appear to be .
dispositive. A candidate is entitled to receive post-DOl
matching payments so long as net campaign obligations remain
outstanding, and the regulation defines a candidate's remaining
[NaCO) as the difference between the amount of his original NaCO
and the sum of the contributions received ... plus matching funds
received~ -Whenever the sum of his post-DOl receipts equal the
amount of his NaCO-whether those receipts be in the fora of
private contributions or matching payaents froa the puEIic
fisc - his entitlement to further matchini payments comes to ~
end. Even if we were to find the regulat on aabiguous, which we
ao-not, we would still have to accept the Commission'S
interpretation of section 9034.l(b) unless we found it plainly
inconsistent with the wording of the regulation, which it is
not. 28 F.3d at 140 (emphasis added).

\. .....
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(0) The contributions have not been submitted for
matching.

(emphasis added),

This regulation was approved on a 6-0 vote by the
Commission after the 1988 election cycle when a similar issue
arose in the Dukakis audit. This regulation was designed to
more clearly state the consistent position taken by t~e

Commission from the first publicly financed election in 1976.
In noting the need for this clearer regulation, Commissioner
Thomas pointed out during the Dukakis audit that:

... -0' Ort ·its __face, __the.J.fo.l"mer)· regulaH,.-on- would ••em =to' aLlov
the redesignation of-·post='-priaary-deSi<;nated-contt1:but-ions-·
if the primary would have a debt afterward. However, it
would be inconsistent with the Coamission's congressional
mandate to allow a committee to, in essence, create debt
that would lead to entitlement for post ineligibility
matching funds. In other words a committee should not be
able to claim a net debt and hence entitlement to post
ineligibility matching funds if it dissipated its
permissible primary contributions to do so. Taken to its
extreme, a committee could redesignate all of its unmatched
contributions '" and unnecessarily create a huge deficit
with a resulting claim for matching funds.

The current language of 9003.3(a)(1)(iii) pertaining to
redesignation of post-primary designated contributions,
effective April 8, 1987, evolved from a somewhat similar
provision in the previous version of 11 C.r.R. 9003.3.
However, the prior version made clear that such
redesignations were permissible only if the primary
committee retained sufficient funds to pay its
remaining debts.

Contributions which are made after the beginning of the
expenditure period but which are designated for the primary
election may be deposited in the legal and accounting
compliance fund: provided that the candidate already has
sufficient funds to pay any outstanding campaign
obligations incurred during the primary campaign ...
l11 C.F.R. 9003.3(a)(1)(iii) (effective July 11, 1983). J

...... ,;
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Though the current language did not retain this protective
phrasing, there appears to have been no intent to alter
the prior approach .... Indeed, as noted, it would be
contrary to public policy to allow the creation of debt and
the consequent entitlement to post ineligibility matching
funds. Accordingly, the Committee should be permitted to
redesignate and transfer-out to the G!LAC only so much of
the contributions as ~~uld ~~t lea•• the Com=:ttee in a
ne~ debt position. The remaining amount in question, ....
cannot be <edesignated'and transferred~out,.must be repaid
by'GELAC, and must therefore be included in Committee'~

cash on hand fi.gure.~/

:~F--.. _:._.<:~·."-·.:-;.~,~r..d.~r t? ~~~.r~~Y any .i!lmb.i.9.uHY ~hat .~ax. hav~ .o~curr,ed
'<' . 'duri~g tne 19S! +Pre5fden~ia1.-audltll,·the 'Cdililiss i on' 'rifYi!O~~__J.t&

Presidential regulations for 1992 to aake absolutely clear that
pUblic and private money be used for debt retirement, and that
there is-limited permissibility and several prerequisites for
any redesignation of private funds. See 11 C.F.R. 9003.3(a)(1)
(iii) and 9034.1(b).

....

.......

!.r'....

II. Application of These Rules to the Clinton Co.-ittee

By splitting 3-3 on two repayment motions, the Commission
faile9 to ~pply these regulations to the Cl~nton Committee. For
exa~ple, there is no question that On the d~te of ineligibility'
(i.e., the date of Clinton'S nomination, JUly lS, 1992), the
Committee had a debt of over $7 million. Solicitations prior to
July 15 had clearly solicited funds for the primary campaign and
all contributions received were made payable to the Primary
Committee, and deposited into the primary account. Those
solicitations reminded the contributor that the contribution
could be matched. In fact, the last primary solicitation sent
on July 17, which solicited funds to retire the primary debt,
again reminded the contributor that the contribution could be
matched·i/

2/ Quote of Commissioner Scott Thomas from the Final Audit
Report cn the Oukakis for President Committee, approved by
Commission 6-0.

i/ Subsequent solicitations ~ere malled for contributions to
the General Election Legal and Accounting and Compliance Fund
(the GELAC). Those contributions are not at issue here.
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Contributions deposited by the Primary Committee from
these solicitations totaled $5,863,410 between July 16 and
October 2, 1992. In that same time frame, the Committee
submitted final matching requests totaling $6,046,107. The
Committee received this inflated amount because they did not
apply all of their private funds to their net outstanding
campaign obligations. Instead, the Primary Committee sought
redesignations from the~r ~ontributcrs a~= transferred
$2,444,557 to the GELAC. This is in direct contravention of the
Commission'S regulations governing matching funds. 9034.1(b).

In other words, the Committee tooK contributor checks
directly in response to primary solicitations, deposited thea

;.~into_ the p~ima_r~ accaunt.~t:d.submi.~ted$2,~00,51.9.for matching
funds while at the saaet"i'metaltirig ocner contributi"ons _"fr_o~ the'
same solicitations and, claiming they were intended for the --­
GELAC, transferred them to the Legal and Accounting Compliance
Fund.

In the Final Audit report, the Audit Division correctly
recommended that the candidate had exceeded his entitlement to
further matching funds as of the date on which private
contributions and matching funds could have retired all debts.
This was in accord with the previously cited public funding
regulations, their Explanation and Justification, and the
Presidential Compliance Manual. The amount the Audit Division
calculated the Committee received in excess of its entitlement
on this issue was over $2.9 million. The Audit Division
recommended this amount must be repaid to the U.S. Treasury.
The office of General Counsel fully concurred with this
recommendation.

In discussing this finding, our colleagues argued that
because of the general redesignation language at 11 C.F.R.
S 110.1 and the fact that the Committee had received
redesignations from many of the contributors, that we should
recognize the Rcontributors' intent R and allow the Committee to
transfer the funds to the GELAC.

We believe their analysis is faulty in that it fails to
take into account the specific langua~e 0: the regulations
concerning outstandlng debts from a Presidentiai primary at
SS 9003.3(a)(1)(iii) ar:d 9034.1(b).
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However, our colleagues' and the Committee's argument went
even farther than simple redesignation. They argued that these
contributions were not specifically designated for the primary
in the first place but were intended for the GELAC despite the
fact that some of these contributions were solicited by the
Primary Committee to retire primary debt; and all specifically
indicated on the solicitation that the contributions were
~a~~hable; and the checks were made to the order of the primary
Committee and were deposited in a Primary Committee account.

• • • •• ~. 4 ..

'The re'sult of the commissioc's fail~re to'approve .Audi.·t's
~ecommendation left us in the impossible position of accegting

.... the COlDJllittee's argument that contributions deposited after the
.'.. '. convention 'W.ere not pri.mary contributions, but rather 'Were

.--;: .•, .-."';' -undes1.gnat:ed;·conllrfbu~ioni' ·citce !Vee} a f,te: 1" the 'pc.i.IIa ry -.le-9t-ion, .....
and pursuant to 11 C.l.R. 110.1 were autoaatlcallygeneral--' '
election contributions. This apparently holds true despite the
fact that contributions received as part of the sallle
solicitations vere in fact deposited by the Primary Committee
and matched 'With public funds!

c·

Following the 3-3 split on the Audit's recommendation,
which had the effect of calling these funds contributions for
the GELAC, the General Counsel and Audit Division recommended
that the funds received after the DOI that were matched should
be declared ine}igibi~ lor· ~atching b~&u5e (~s.our colleague~.
had just argued) they too were not designated for the primary~

This recommendation was made because the contributions
transferred by the Clinton Committee to the GELAC and the
contributions that were retained by the primary committee and
submitted for matching were indistinguishable in every way:
they were solicited by the same mailing, mailed to the same
address, made payable to the same committee and received at the
same time. This motion recognized that if some of these
contributions were not designated for the primary, then none
were. Accordingly, the Committee would have had to make a
repayment of the amount that was mismatched with public funds.
Incredibly, this motion also failed on a 3-3 partisan split.
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And so the Committee has it both ways. Contributions the
Committee received after the convention were considered primary
contributions that were matched with public funds used to pay
primary debts, while other contributions also received after the
convention from the same solicitations were considered
undesignated or redesignated to the GELAC -- all at the whim of
the Commi ttee.

We see no legal or logical way that these post convention
contributions can be both matchable primary contributions and at
the C~mnittee's discretion also be undesignated contributions
to the GELAC. Such a scheme allowed the Clinton Committee to
manipulate its cash balance and debts to receive public money

'. --'.towhich i.t was not enti,tled. ,In its 19 year history, the
commission has never tolerated &ucha result. - The--ColllJllissionLs­
failure to demand repayment of this public money is inconsistent
with Commission precedent and squarely at odds with the plain
language of the statute and regulations, is arbitrary and
capricous, and contrary to law. Failure to approve either of
the two motions completely undermines the integrity of the
presidential Public Funding system and will place this agency in
an untenable position in trying to enforce the law in future
elections.

III. The Clinton Committee's Real Entitlement to Public Koney.

In their Statement of Reasons, Commissioners McGarry,
McDonald and Thomas make the extraordinary statement that their
votes to block repayment actually "furthers the public financing
concept" (emphasis in original) because it pumps more taxpayer
money into the Clinton campaign than the rules allow. Their
argument is that if public financing is good, then more public
financing must be better. This philosophy, of course, turns
Congress' limited public financing statutes for the primaries
and the Commission's audit rules upside down: for in every
presidential audit, until this one, the Commission has sought to
protect taxpayer funds by requiring Committees prove they were
fully entitled to the matching funds they received.
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We believe that, at a minimum, Congress should be consulted
before the Commission turns a conditional grant of public funds
into a flat entitlement for maximum financing. Furthermore,
such a drastic change of course should be subject to the notice
and comment and other protections of a rulemaking. Finally, it
is grossly improper to adopt such a free-spending standard for
only one candidate (the current President of the United States),
~hi:e e~ery other ca~paign in ~he same cycle has been held to a
different and stricter rule. Such a singular and capricious
result is -inapp<opriete· and. d.ces 119t ",l"-ftiu!r"....the concel?t. of., ..
public financing. Instead,. it destroys the public's confidence
that its money will be audited in a non-partisan maQner and the.

~ 'rules scrupulously followed when it is giVen to any pr~sidentiil

~~m~a~gn: .\~.
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Joan D. Aikens
Commissioner

"~~~h<.A d'1 , \qq, ±
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Lee Ann Elliott
Commissioner
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