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In the opinion of the staff, the fact that the USA Network
broadcasts were in the moming and not live coverage is not a material distinction. The
broadcasts were paid coverage during the convention and are therefore a convention
expense. The Committee also argues that the Friday August 16, 1996 broadcast was no
different in format than those of August 12th to the 15th. Since there is no difference, the
Committee concludes that the Friday broadcast is no more or less a convention expense
than the other days broadcasts. The ECM allowed the RNC to pay for the Friday
broadcast. However, allowing the Friday broadcast to be paid for by the RNC is
consistent with the way the broadcasts on the other networks were allocated. The Friday,
August 16, 1996 broadcasts on the Family Channel and NewsTalk Television, and the
August 18, 1996 WWOR broadcast were also paid for by the RNC and not challenged in
the ECM. The staff concluded that the Committee has not demonstrated that the cost of
the USA Network broadcasts between Monday August 12, and Thursday August 15, 1996
are not convention expenses.

The Audit staff and Office of General Counsel
recommended that the Commission determine that the costs ($§90,000) of the August 12th
to August 15th broadcasts on the USA Network are convention expenses and are in-kind
contributions to the Committee by the RNC. Further, it was recommended that the
Commission determine that an equal amount is repayable to the U.S. Treasury pursuant to
11 CFR §9008.12(b)(3).

The Commission considered the staff recommendation and
the Committee’s response to the Exit Conference Memorandum and decided the costs
(890,000) of the August 12th to August 15th broadcasts on the USA Network were
permissible RNC expenses. (See Attachment 1, page 3, item 5, for a copy of the
certification of the Commission's vote)

b. Creative Broadcast Techniques (CBT)

On January 10, 1996, CBT entered into an agreement with
the RNC. on behalf of GOP-TV, to design, engineer, manufacture. install and operate a
customized television broadcast system. As noted above, this system was to be used for
television production in conjunction with the Republican National Convention. The
amount billed under the contract, including change orders and revised change orders, was
$1,841,824.

On April 25, 1996, the Committee entered into an agreement
with CBT that provided for an allocation of the RNC contract services and costs between
the Committee and the RNC. According to the Committee, they felt it would be redundant
to obtain a separate contract, since it would be using the same equipment and services as
the RNC. Under the contracts CBT was to provide: infrastructure; cameras, camera
control and personnel; labor; videotape; and support systems. An invoice dated October
16, 1996, for $408,875 represented the Committee’s portion of the cost. The amount was
a"50/50" split with GOP-TV. of charges totaling $817,750. According to the Committee,
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the split was based on charges for equipment and personnel used by Nash, in cooperation
with the Committee, to produce, edit and air the Convention Within the Convention. and
to supply local feeds accessible to news services covering the convention. The Committee
wired CBT $408,875, on October 18, 1996. The RNC paid the remaining amount between
January 9, 1996, and September 29, 1996. The Committee could not provide the Audit
staff with information to demonstrate why the remaining $1,024,074 ($1,841,824-
$817,750) did not require allocation between the Committee and the RNC. Rather. the
Committee referred us to Counsel for the RNC.

On March 10, 1997, the Audit staff received documentation
from the RNC containing a revised cost analysis for the $817,750 that was allocated. This
revised cost analysis itemized an additional $8,101 in services and equipment allocated to
the Committee but paid by the RNC. Counsel from the RNC stated they were billing the
Committee for this additional amount. To date, the Committee’s FEC reports have not
acknowledged this liability to the RNC.

In addition, Counsel from the RNC supplied documentation
for $88,456 of the unallocated $1,024,074 showing that the costs had been incurred by
Nash. These costs included such items as: COA Speaker Rehearsals, COA Parliamentary
Session, Fiber Optic Cable for COA, and COA Youth Rehearsal. As stated above, CBT
has been paid in full, and therefore the RNC is currently seeking reimbursement from
Nash through the Host Committee.(Finding I1.A.1.c.) Finally, KUSI, a local San Diego
television station, reimbursed the RNC $22,000 for utilization of CBT broadcast facilities
and personnel. In the opinion of the Audit staff, this amount represents a reduction in the
unallocated costs. According to Counsel from the RNC, the remaining CBT amount,
$913,618 (81,024,074 - ($88,456+ $22,000)) represents the editing and production costs
associated with programs aired during the convention. These programs included those
paid for by the Committee. No documentation to support that contention has been
provided.

In summary, with the exception of the costs allocated to
Nash, the RNC paid all the production and editing costs associated with the convention
television programs. As noted above, however, the Committee paid for the air time to
broadcast most of these programs. It is the opinion of the Audit staff that the total cost of
these programs includes not only the air time cost, but the associated production and
editing costs as well. Under the Commission’s regulations, a convention expense is any
expense incurred by or on behalf of a convention committee with respect io and for the
purpose of conducting a convention (11 CFR §9008.7(a)(4)). Since the programs at issue
were about the convention and its related activities, and in large part broadcast by the
Committee, the associated editing and production costs for the programs are convention
expenses. Thus, the Committee should have paid for a portion of the production and
editing costs for the convention television programs. The Audit staff notes that the actual
costs for producing and editing each of the convention related segments is not
ascertainable from the records reviewed. Absent such information, the Audit staff believes
that a reasonable allocation may be based upon the air time costs allocated to the RNC and
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the Committee. This allocation formula reflects not only the fact that there were
production and editing costs associated with each of the shows, but it is also reflective of
the potential impact that the RNC and the Committee hoped to gain from their respective
programs. Using this method of allocation, the ECM concluded that the Committee
should have paid 89% of the production and editing costs at issue, or $1,169.809
($1,314,392 x 89%), and that the amount was a in-kind contribution from the RNC. This
allocation assumed the broadcast on the USA Network should have been paid by the
Committee.

The Audit staff reccommended in the ECM that the
Committee demonstrate that payments to Creative Broadcast Techniques, Inc. by the RNC
were not convention expenses. Absent such a demonstration, the Audit staff stated that it
would recommend that the Commission determine $1,177,910 ($1,169,809+88.101') is
repayable to the United States Treasury and that the Committee would be required to
itemize this in-kind contribution on an amended disclosure report.

In response to the ECM, the Committee did not agree with
the Audit staff’s allocation of production costs.

The Committee submitted an affidavit from Patrice
Geraghty, the Director of Broadcast and Executive Producer for GOP-TV. The affidavit
details how it was determined that the Committee would need 14 cameras and crews to
televise the basic feed for the convention. These cameras and crews were used by Nash to
provide the “basic feed” on a take it or leave it basis to GOP-TV as well as other
commercial and cable television networks. Nash provided the necessary technical
personnel to produce the images captured by the 14 cameras and crews (see finding
I1.A.1.c. above). Ms. Geraghty also states that it was estimated that GOP-TV would need
25 cameras to produce the same feed as well as other segments, interviews, and coverage
in its anchor booth, similar to other television networks.

With respect to the allocation of the cost of the CBT
contract, Ms. Geraghty states that:

It is standard in the industry to allocate equally the
production costs of jointly used services and facilities. Ina
situation such as the 1996 Republican National Convention
in which GOP-TV and COA were sharing some, but not all,
cameras, it is acceptable to allocate costs based on camera
usage. Because only 14 of the 25 cameras and crews
provided by CBT were shared with the COA, the COA was
allocated 50% of the costs of the 14 cameras and crews.

1

The ECM noted that if the $8,10! was paid to the RNC, the amount would not be considered an in-
kind contribution. The Committee’s response 1o the ECM makes no mention of this transaction.
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That is COA was allocated 50% of 14/25ths — or 28% -- of
the total cost of the CBT contract.

As at prior conventions, COA was responsible for
providing the live basic feed of events happening on the
podium. Using 14 cameras stationed around the Convention
Center, COA provided continuous sound and picture to all
the networks covering the convention.. Unlike any network,
however, COA exercised no editorial judgments about
which of the 14 cameras would be used for a particuiar shot;
nor did it exercise any discretion to interrupt the continuous
coverage at the podium. In short, COA provided the
continuous picture and sound feed from 14 cameras
operating in the convention hall to the networks on a take it
or leave it basis. It was up to each network to determine
which events from the podium it wanted to cover, which
camera angles it would use, and when to interrupt the basic
feed for interviews, editorial commentary, or commercial

messages.

When the 28% allocation ratio is applied to the Commit.tee’s
$1.758 million cost figure," the resulting allocation is only $73,770 less than the amount
that the Committee paid. The Committee concedes that $73,770 is owed to the RNC.

The Audit staff does not dispute that under the CBT
contract, that 25 cameras and crews were provided or that 14 of those 25 were used to
provide the take it or leave it feed to all broadcasters that were airing convention coverage,
including GOP-TV. However, the Committee’s allocation of all production costs using
those cameras as the allocator is seriously flawed.

First, Ms. Geraghty’s statement that this is a standard
industry practice is not supported with any example of a situation where the practice was
followed. Rather, she states that she has been involved with projects where joint
production costs have been allocated but not how the specific allocation was done.
Further, the 25 cameras fall into two distinct groups. First, the 14 used to produce the
unedited basic feed that consisted of continuous images from some or all of the cameras.
The production and direction of the images covered by those cameras was provided by
Nash. Second, the remaining 11 cameras that were used to produce the finished programs
aired by the Committee and the RNC. The production costs of those programs included

b This tota) cost figure appears in the Committee’s response but differs from the $1.841 million
amount provided by the Committee at the time of the ECM. The response indicates that the
difference is charges which GOP-TV disputes. The response does not contain enough information
to evaluate the disputed amounts.
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the services of producers, directors, editors and other paid professionals. Therefore. it is
not reasonsble to allocate the CBT contract equally over the 25 cameras.

Second, there is no explanation why it is reasonable to
allocate the cost that the Committee has associated with the 14 basic feed cameras
between the Committee and the RNC, but not any of the other users of the feed. Ms.
Geraghty notes that “COA used the 14 cameras that it shared with GOP-TV to produce a
‘basic feed’ of convention coverage. This basic feed was made available to the networks.
and to GOP-TV, on a ‘take it or leave it basis.’ This basic feed consisted of continuous
images generated from up to all fourteen of the cameras COA used. Itis my
understanding that COA made available all fourteen camera feeds for the networks’ own
editorial decision making.” Therefore, GOP-TV was just one of many users of the basic
feed, but the only one to pay for a portion of the cost. Naturally if the Committee had not
provided the basic feed, GOP-TV would have needed to place its own cameras, but so
would each of the networks that covered the convention. This was apparently not
acceptable to the Committee s0, as it has done in the past, the basic feed was provided.
The staff concluded that the cost of the basic feed is a convention expense to be borne by
the Committee, not the Committee and only one of the many users. In a memorandum
from Toni Tury, Managing Director of GOP-TV, to RNC counsel, dated March 10, 1997,
the cost of the basic feed is shown at $833,345. The Committee paid $408,875. In the
opinion of the staff the remaining $424,470 is a contribution from the RNC to the
Committee.

Third, the Committee has not established why none of the
cost of the remaining 11 cameras was a convention expense. The main purpose of using
the 11 remaining cameras was to televise 11 hours of convention activity over the Family
Channel. During the fieldwork the Committee provided one two hour videotape of what
was broadcast on the Family Channel on August 12, 1996. For this one program, the
Committee appeared to be using the basic feed and all 11 of the other cameras. A large
majority of the convention coverage the Committee associates with the cost of the 11
cameras was broadcast by the Committee. This is true whether viewed in terms of air time
cost or in terms of broadcast hours. The most significant project in both cost and total
hours of coverage was the 11 hours of coverage on the Family Channel. Of those hours,
10 were paid for by the Committee as a convention expense, yet the Committee does not
recognize any of the production costs as a convention expense. If the Committee’s
allocation method were to be used to divide the production cost between the two entities, it
would be done on a 50/50 bases since the cameras were shared. The result would be to
allocate the same cost to the one hour broadcast by the RNC as to the 10 hours broadcast
by the Committee. This would clearly not be a reasonable allocation.

Finally, there were a number of items that would have
required additional cameras and crews that are not in the Commitiee’s allocation or in the
Audit cos: figure. For example, there were tapes of the Austin Street Shelter in Dallas,
Texas, tapes of delegates Rosario Marin and Frank Taylor, and Governor Bush with
school children, apparently filmed in Texas. On the August 13 Sunrise program there was
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a report on welfare reform in Flint, Michigan and Youth Crime in Harrisburg,
Pennsylvania and Rural Retreat, Virginia. On the August 14 Sunrise program there was a
segment on tax reform from Dotterweich, New Jersey. The Committee did not present
any information on who paid for the production of these reports. However, it would have
involved more then the 25 cameras used in San Diego.

The Committee’s calculation, although supporting the
amount of the CBT contract it paid, is not a reasonable allocation. Further, information to
allow the Audit staff to perform a more precise allocation has not been provided. The

" calculation shown below was recommended by the staff to determine the Committee’s

share of the CBT contract cost. First, the cost of the basic feed produced by Nash using 14
of the CBT cameras and crews was considered to be a Committee expense. That cost is
$833,345, of which the Committee paid $408,875. The remaining amount ($986,479) is
the cost of producing the programs aired by the Committee and the RNC, and was
allocated by the staff based on the air time cost as was done in the ECM. In our opinion,
this reflects that not all broadcast outlets are similarly priced and that prices for time on
the same outlet vary depending upon the time of day. This pricing structure, in tum,
presumably is reflective of the anticipated audience to be reached. The calculation is as
follows:

Total Amount Billed By CBT $1.841,824
Less;Reimbnrscmem from KUSI-TV 22,000
Cost of the “Basic Feed” 833,345
Net Contract Price 986,479 .
Times Cost Ratio 89%
Committee Cost Allocation 877,966
Plus:
Amount for “Basic Feed" Paid by the RNC 424,470
ln-gmmon b;;zg‘ RNC as $1302.436

The staff recommended that the Commission determine
$1,302,436 was repayable to the United States Treasury and that the Committee was
required to itemize this in-kind contribution on an amended disclosure report.

The Commission considered this recommendation on April
16, 1998. A motion to determine that $1,154,464 was repayable (the staff’

recommendation adjusted to use a 74% cost ratio instead of 89%) failed 3-2. Similarly, a
motion to determine that $424,470 representing a portion of the cost of providing the
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“basic feed” was an impermissible RNC expense failed 3-2. See Attachment 1, page 4.
items 6 and 7. Further, the Commission determined that the basis for allocating the
remaining production costs should be broadcast hours rather than sir time costs. That ratio
is 74% allocable to the Committee and 26% allocable to the RNC after considering the
determinstion on the USA Network in section 11.A.2. sbove”. Applying this allocation
ratio to the Net Contract Price shown above produces an in-kind contribution amount of
$729,994. The Commission determined that the Committee is required to repay that
amount to the United States Treasury. (See Attachment 1 page 4, items 6 through 8. for a
copy of the certification of the Commission’s votes)

Sections 9008.9 (b)(1) and (4) of Title 11 of the Code of
Federal Regulations state, in part, a commercial vendor may provide goods or services in
exchange for promotional consideration provided that doing so is in the ordinary course of
business. Also the convention committee shall maintain documentation showing: the
goods or services provided; the date(s) on which the goods or services were provided. the
terms and conditions of the arrangement; and what promotional consideration was
provided.

On July 10, 1996, Mitsubishi Consumer Electronics
America, Inc.(MCEA) entered an agreement with the Committee to provide services and
equipment worth $660,000 in exchange for being designated the “Official Supplier of
Video Monitors.” MCEA provided the Committee with electronic viewing screens ,
projection televisions, tube televisions, video cassette recorders and laser disk players.
According to the agreement, these services are consistent standard practices for MCEA
and are provided in the ordinary course of business pusrsuant to Section 9008.9.

On December 17. 1996, the Audit staff requested
information pertaining to any lost or stolen equipment associated with MCEA. Afier
repeated requests, on February 7. 1997, the Commitiee supplied a letter from MCEA
itemizing $35,192 of unaccounted for equipment. The Committee siasted MCEA was not
pursuing reimbursement for the lost equipment. The Audit staff requested the Commiitiee
1o obtain a letter from MCEA explaining that the waiver of claims for lost equipment was
in the normal course of business. A similar letter was supplied by another vendor with

lost equipment.

o Had the Commission sccepted the staff recommendation conceming the USA Network brosdcasts,
both the air time dollar sllocstion method recommended by the sisfY and the brosdcast hours
method sdopted by the Commission would hsve produced the same $9% Commintiee/1 1% RNC
ratio. However, sfier the Commission’s decision on the USA Network, the sir time dofiar ratio
would have been 83% Commitiee/17% RNC, as opposed 10 the 74% Commitiee/26% RNC ratio
for the broadcast hours method.
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Committee officials stated MCEA had complete control
over the equipment, thesefore were responsible for the security of the equipment.
Howeves, according to the agreement signed by both parties, the Committee was to “use
its best efforts to provide for the reasonable security of the above referenced equipment.”

) Based on this agreement, the $35,192 of lost equipment was
the Commitiec’s responsibility. Therefore, it was the opinion of the Audit staff, that
absen the requested letter from MCEA, the amount was an in-kind contribution.

The Audit staff recommended in the ECM that the
Conmumitiee provide 2 letter from MCEA demonstrating the $35,192 of lost equipment, was
past of the promotional considesation provided.

In response to the ECM, the Committee submitted an
affidavit from Jack Osbosn who was the President of MCEA at the time MCEA entered
nto an agreement with the 1996 Republican National Convention to provide television
eqguipment in exchange for a promotional consideration. He states that he expected some
damage, loss, or theft of equipment associated with that large of an amount of equipment
eithes at 2 political or non-political event. ‘l'helossesofapproxxmately$35000would not
be unexpected.

The staff recommended no further action on this matter and
the Commission concisred. (See Attachment 1, page 5 for a copy of the certification of the
Commission’s vose)

g f In-kind Contributi
Host Committee (I11.A.1.¢.) $892,489
Republican National Committee (11.A.2.b.) 729,994
Total $1.622.483

B. DETERMINATION OF NET OUTSTANDING CONVENTION EXPENSES AND
AMOUNTS SUSJECT TO THE SPENDING LIMITATION

Section 9008(b)(1) of Title 26 of the United States Codes states, subject to
the provisions of this section, the national committee of a major party shall be entitled to
payments under paragraph (3), with respect 10 any presidential nominating convention, in
amounts which, in the aggregate, shall not exceed $4,000,000.

Section 9008.5(b) of Title 11 of the Code of Fcderal Regulations, states the

entifiements established by 11 CFR §9008.4 shall be adjusted so as not to exceed the
diffesence between the expenditure limitations of 11 CFR §9008.8(a) and the amount of
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private contributions received under 11 CFR §9008.6(a) by the national committee of a
political party. Except as provided in 11 CFR §9008.12(b)(7), in calculating these
adjustments, amounts expended by Government and municipal corporations in accordance
with 11 CFR §9008.53, in-kind donations by businesses to the national committee or
convention committee in accordance with 11 CFR §9008.9; expenditures by host
committees in accordance with 11 CFR §9008.52; expenditures to participate in or attend
the convention under 11 CFR §9008.8(b)(2); and legal and accounting services rendered in
accordance with 11 CFR §9008.8(b)(4) will not be considered private contributions or

expenditures counting against the limitation.

Section 9008.8(a)(1) of Title 11 of the Code of Federal Regulations, in part.
states the national party committee of a major party may not incur convention expenses
with respect to a Presidential nominating convention which, in the aggregate, exceed the
amount to which such committee is entitled under 11 CFR §§9008.4 and 9008.5.

Section 9008.8(b)(1) of Title 11 of the Code of Federal Regulations states
expenditures made by the Host Committee shall not be considered expenditures by the
national committee and shall not count against the expenditure limitations of this section
provided the funds are spent in accordance with 11 CFR §9008.52.

In addition, 11 CFR §9008.8(b)(2) states expesditures made by government
agencies and municipal corporations shall not be considered expenditures by the national
committee and shall not count against the expenditure limitations of this section if the
funds are spent in accordance with the requirements of 11 CFR §9008.53.

Section 9008.10(g) of Title 11 of the Code of Federal Regulations states, in
part, a convention committee shall file, no later than sixty days after the last day of the
convention, a statement of that committee’s net outstanding convention expenses.

Section 9008.12(c) of the Title 11 of the Code of Federal Regulation states
the Commission will follow the same repayment determination procedures. and the
committee has the same rights and obligations as are provided for repayment
determinations involving publicly funded candidates under 11 CFR §9007.2(c) through
(h).

The 1996 Republican Convention ended on August 15, 1996. The
Committee filed a Statement of Net Outstanding Convention Expenses (NOCE), as of
September 30, 1996. The Audit staff reviewed the Committee’s financial activity through
April 31, 1998, analyzed winding down costs. and prepared the statement shown below.
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1996 COMMITTEE ON ARRANGEMENTS
FOR

THE REPUBLICAN NATIONAL CONVENTION

STATEMENT OF NET OUTSTANDING COMMITTEE EXPENSES

As of September 30, 1996
As Dated &t August 26,1997

ASSETS
Cash on Hand $3919
Cash in Bank 1,736,881
Accounts Receivable: 93,750
Capital Assets 0
Total Assets 31,834,550
OBLIGATIONS
Accounts Payable for Convention $1,054,655
Expenses
Winding Down Costs
8/16/96-3/31/98: Actual 417,226
4/1/98 and later: Estimated 512,829 (a)
In-Kind Contributions $1622.483
Total Obligations $3.607.193
NET OUTSTANDING CONVENTION EXPENSES ’ (SL.772.643)
FOOTNOTES TO NOCE

(s) Estimates were used in computing this amount. The Audit staff will review the Commitiee’s disclosure
reports and records to compare the actual figures with the estimated figares and prepare adjustments
a5 necessary .
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The Net Outstanding Convention Expenses amount of ($1,772,643)
represents convention expenses incurred in excess of the spending limitation. The
majority of this amount consists of the in-kind contributions discussed in Section II.A.
above ($1,622,483). The remaining $150,160 is convention expenses and estimated
winding down costs incurred in excess of the limitation. The winding down cost estimate
was provided by the Committee. The Committee asserts that if the winding down costs
exceed the Federal grant, it will raise funds for the 1996 Committee on Arrangements For
The Republican National Convention Compliance Fund (Compliance Fund). Sections
9008.8(b)(4)(i) and 9008.8(b)(4)(ii}(B) of Title 11 of the Code of Federal Regulations
state, in part, that the payment of compensation for legal and accounting services rendered
to or on behalf of the national committee shall not be considered an expenditure and shall
not count against the expenditure limitation. Contributions may be raised to pay for the
legal and accounting services, however they must comply with the limitation and
prohibitions of 11 CFR Parts 110, 114, and 115 and are subject to the national party’s
annual $20,000 contribution limitation from individuals and $15,000 limitation from
multi-candidate political committees. As of May 1, 1997, the Compliance Fund. had
reported no receipts, or disbursements. Until such time as funds are raised and the
Committee is reimbursed for compliance costs, those costs are included among convention
expenses and subject to the spending limitation.

On April 23, 1998, the Commission determined that $150,160 is repayable
to the United States Treasury. (See Attachment 1, page 8, item 7, for a copy of the
certification of the Commission’s vote)

C. SUMMARY OF AMOUNTS DUE TO THE U.S. TREASURY"®

Expenditures In Excess of the Spending Limitation

Finding I.A. In-kind Contributions $1,622.483
Finding I1.B. Estimated Winding Down Costs 150,160
Total $1.772.643

1 In the Audit Report on the Host Committee there was a finding that included a discussion as to

whether the City of San Diego’s City Events Fund engaged in transactions that did not comply with
the Commission’s regulation at 11 CFR §9008.53. The Audit Division does not have any
information that shows that the Commitiee knowingly participated or assisted the City of San
Diego’s City Events Fund in these transactions such that the Committee would owe a repayment to
the United States Treasury. 11 CFR. §9008.12(bX7).
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Attachment 1
- Page 1 of 8

BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

)
)
San Diego Host Committee/Sail ) Agenda Document #57-83
to Victory San Diego '96. )

SERTIFICATION

I, Mary W. Dove, recording secretary for the Federal
Election Commission open meeting on Thursday, January 22,
1998, do hereby certify that the Commission decided by a
vote of 5-0 to take the following action on the above-
captioned matter:

Allow the amount of $44,067, under the
category of II. B, AT&I. as set forth on
pages 9 and 10 of Agenda Document #97-83,
as an expense of the San Diego Host
. Committee/Sail to Victory San Diego '96.
Commissioners Aikens, Elliott, McDonald, McGarry, and Thomas

voted affirmatively for the decision.

Attest:

a W. Dove
Adniniﬁ;rntive Assistant
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Attachment 1

Page 2 0Ot &
BEFORE THE FEDERAL ELECTION COMMISSION

the Matter of )
™ ) Agenda Documents No. 97-84
Committee on Arrangements for ) and No. 97-84-A
the 1996 Republican National )
Convention. )

AMENDED CERIIFICATION

I, Mary W. Dove, recording secrstary for the Federal
Election Commission open meeting on Thursday, April 16,
1998, do hereby certify that the Commission took the follgy-

ing actions on the above-captioned matter:

1. Decided by a vote of 4-] to allow the amount
of $133,225 for security access badges and
that this amount be deducted from the total
repayment to the United States Treasury by
the Committee on Arrangements, as set forth

in Recommendation #1 of Agenda Document
NO. 97-840

Conmissioners Aikens, Elliott, McDonald,
and McGarry voted affirmatively for the
decision; Commissioner Thomas dissented.

2. Falled in a vote of 3-2 to pass a motion
to approve Recommendation #1, as set forth
in Agenda Document No. $7-84, as amended.

Commissioners McDonald, McGarry, and
Thomas voted affirmatively for the

motion; Commissioners Aikens and
Elliott dissented.

{continued)

Page 54



CUNTIRgs LN NEYe W00

Attactment 1
Page 3 of 8

Federal Election Commission Page 2
Certification for Committee on

ts for the 1996

Arrangemsn
Republican Nationmal Convention
Thursday, apr;i’ls, 19%8

Pecided by a vote of 5-0 to determine that
the amount of $70,000 for the Russell Film
Shoot was an in-kind contribution by the

Host Committee to the Committee on Arrange-
ments and is repayable to the United States
Treasury. In addition, the Committee should
file an amended disclosure report and itemize
this in-kind contribution.

Commissioners Aikens, Elliott, McDonald,
McGarry, and Thomas voted affirmatively
for the decision.

=0 to determine that
the amount of $138,442 for remote shoots
was an in-kind contribution by the Host
Committee to the Committee on Arrangements
and is repayable to the United States
Treasury. In addition, the Committee should
file an amended disclosure report and itemize
this in-kind contribution. .

Commissioners Aikens, Elliott, McDonald,
McGarry, and Thomas voted affirmatively
for the decision.

v =0 to reject Recommen-
dation #2, as set forth in Agenda Document
No. 97-84.

Commissioners Aikens, Elliott, McDonald,
McGarry, and Thomas voted affirmatively
for the decision.

{continued)
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Attachment 1
Page 4 of 8

Federal Election Commission Page 3
Certification for Committee on

Arrangements for the 1996

Republican Naticnal Convention
Thursday, April 16, 1998

-2 to pass a
motion to appzovc Recommendation #3,
as set forth in Agenda Document
No. 97-84, as amended to reflect
the amount of $1,154,464 is repayable
to the United States Treasury.

Commisgioners McDonald, McGarry, and
Thomas voted affirmatively for the
motion; Commissioners Aikens and
Elliott dissented.

Failed ipn a vote of 3-2 to pass a
motion to determine that $424,470
(amount for "Basic Feed” Paid by the
RNC) is repayable to the United
States Treasury, and that the
Committee should file an amended
disclosure report to itemize this as
an in-kind contribution.

Conmissioners McDonald, McGarry, and
Thomas voted affirmatively for this
motion; Commissioners Aikens and
Elliott dissented.

Decided by a vote of 4-]1 toc pass a
motion to approve a repayment
determination by the Committee on
Arrangements of $729,994, based on

a 74% cost ratio, for production costs.

Commissioners Elliott, McDonald, McGarry,
and Thomas voted affirmatively for this
decision; Commissioner Aikens dissented.

{continued)
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Attachment 1
Page 5 of 8

Federal Election Commission Page 4
Certification for Committee on

Arrangements for the 1996

Republican National Convention
Thursday, April 16, 1998

Date

=0 to pass a motion
to approve Reccammendation #4, as set forth
in Agenda Document No. 97-84.

Coxmissioners Aikens, Elliott, McDonald,

McGarry, and Thomas voted affirmatively
for this decision.

Attest:

Administtative Assistant
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Attachment 1
- Page 6 of B

BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter “of

Agenda Documents No. 97-84,
noc 97‘84"&. Nol 97-84"c'
and No. 97-84-D.

Committee ©on Arrangements for
the 1996 Republican National
Convention.

AMENDED CERIIFICATIION

I, Mary W. Dove, recording secretary for the Federal
Election Commission open meeting on Thursday, April 23, 1998
do hereby certify that the Commission took the following

actions on the above-captioned matter:

1. Decided by a vote of 5-0 to determine that
the amount of $156,399, categorized as
*Decorations/Music®, was an in-kind
contribution by the Host Committee to the
Committee on Arrangements and is repayable
to the United States Treasury. In addition,
the Committee should file an amended dis-
closure report and itemize this in-kind
contribution.

Commissioners Aikens, Elliott, McDonald,
McGarry, and Thomas voted affirmatively
for the decision.

2. Failed by a vote of 3-2 to pass a motion
to determine that the amount of $528,610
for lighting and rigging was an in-kind
contribution by the Host Committee to the
Committee on Arrangements and is repayable
to the United States Treasury. In addition,
the Committee should f£ile an amended dis-

closure report and itemize this in-kind
contribution.

Commissioners McDonald, McGarry, and Thomas
voted affirmatively for the motion; Com-
missioners Aikens and Elliott dissented.

(continued)
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Attachment 1
- Page 7 of 8

Federal Klection Commission Page 2
Certification for Committee on

Arrangemants for the 1996 :

Republican Naticnal Convention
Thursday., Apr:i.l__23. 1998

3. -]l to determine that
the amount of $141,907 for closed circuit
television expenses was an in-kind contri-
bution by the Host Committee to the
Committee on Arrangements and is repayable
to the Unites States Treasury. In addition,
the Committee should f£ile an amended dis-
closure report and itemize this in-kind
contribution.

Conmissioners Aikens, McDonald, McGarry,
and Thomas voted affirmatively for the
decision; Commissioner Ellictt dissented.

4. Decided by a vote of 4-]1 to determine that
the amount of $22,416 relating to enter-
tainment expenses in the Sail Axrea was an
in-kind contribution by the Host Committee
to the Committee on Arrangements and is
repayable to the United States Treasury.
In addition, the Committee should file an
amended disclosure report and itemize this
in-kind contribution.

Commissioners Aikens, McDonald, McGarry, and
Thomas voted affirmatively for the decision;
Commissioner Elliott dissented.

5. DRecided by a vote of 4-]1 to determine that the
amount of $177,732 representing payments to
producers, directors, and production staff was
an in-kind contribution by the Host Committee
to the Committee on Arrangements and is repay-
able to the United States Treasury. In addition,
the Committee should file an amended disclosure
report and itemize this in-kind contribution.

Commissioners Aikens, McDonald, McGarry, and
Thomas voted affirmatively for the decision:
Commissioner Elliott dissented.

{continued)
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- Attachment 1
Page 8 of 8
Federal Election Commission Page 3
Certification for Committee on
Arrangements for the 1996
Republican National Convention
Thursday, April 23, 199%8
6. v -1 to determine that the
amount of $87,638 for miscellaneous expenses
associated with television production was an
in-kind contribution by the Host Committee to
the Committee on Arrangements and is repayable
to the United States Treasury. In addition,
the Committee should file an amended disclosure
report and itemize this in-kind contribution.
Commissioners Aikens, McDonald, McGarry, and
Thomas voted affirmatively for the decision;
Commissioner Elliott dissented.
7.

4%4_1 390 /1995
Date

Recided bv a vote of 4-1 to approve Recommen-
dation #5, as set forth on Page 47 of Agenda
Document No. 97-84.

Commissioners Aikens, McDonald, McGarry, and
Thomas voted affirmatively for the decision;
Commisgioner Elliott dissented.

Attest:

Administrzative Assistant

Page 60



UM LRI IR 2.0

. Attachment 2
ALLOCATION OF NASH CONTRACT
_ _ Based On Commission Voltes of Aprl 18 and 23, 1998
Lighting/Rigging | Decorstions/Music Labor/Equipment Sall Ares Ovethead Miscefianeous indirect Cost
Closed Ciscuit TV
Mo | |coafou] coa J| wow | con T| vt [ con T[] mou] con | wow | coa || rew | con
$40.000 7/ 000
$18.750 7/ $25,000 7/ $8.250 7/
$39.016 7/
$5.112  $29,088
¢
$5.570 7/
$15.000 7
$8.438 7/|
$38.500
$22.790
$8.442 7
$6.163 nr
$49,032 ¥}
$520.610 4/ $11.738 &
$77.598 |
$3,000 s:r
$56.781 & $5.321
$200 S/
$90.511
$73.748 u'
$138.442 2/
$56.651
$5.250 &
$5004  $535%9
$6.658 814931
$39.204 $3468%
$14.174  $9.438
$4304 34318
8902  $1.339
$3163) $20422
$174.749
v $5.665
$26.684 ¥/
$2183 81548
$213 &/
Page 1
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. Attachment 2
ALLOCATION OF NASH CONTRACT
_ Based On Commission Voles of Aprd 16 snd 23, 1998
Acet Nash Line Nem Nash Lighting/Rigging | Decorations/Music Labor/E quipment Sall Ares Ovethead Misceflaneous Indirect Cost
No Descripions Tol_ Closed Circult TV
ot | lcoalmost] coa || Hom | coa || vost | coa || Hom] con || How | con |1 west | con
Operations 156,354 $42, X
9003)| Runners $8.087 $5034 93013
0004| Sel Aree $145.209 $145,299
Sl Enterteiment $18938 $10.938 &/
0010{Entertain. Coord. 83401 $3.481 BIF )
0011| Continunity Writer $10.000 $10,000 &/
Announcer 4900 $908 &
Conv. Mngr. Shool $1.220 $1.220
9007| Ruseel Shoot $70.000 $70,000 ¥/
0008] Tape Coordinetor $7.008 $7.008 5/|
012{Stend ine s2001 $2691 &
WindDown & Audit $40.042 $23.017 $17028
|tou $2,163.084 | $509.900 so| $0 $153311 [$147.162 3203581 |$165209 $22418 $0 $45570 |$106.955 $302.330 [$181.278 $165.284
3892400 .
Total Host $1.270.99%
Grand Tota! $2.100.004

* Also includes #9000-Russed, #10000-Sacramento, #11000-San Diego, £#12000-Dole Live, #13000-Fon Du Lac,and #14000-Miami.

Aprll 18, 1990 Vote Nem 3 on the Vote Certificstion

Aprll 18, 1998 Vote. iem 4 on the Vote Certification

Aprll 23, 1998 Vote  The sum of these amounts ($153,311) pius $3,088 in the Indirect Cost column ($2.795 Trans. Fares, and $293 Hotels/Motels) equai $156,392. tem 1. on the Vole Certification.

Aprl 23, 1998 Vote HNem 2. on the Vole Certification

Apri 23, 1998 Vote The sum of these smounts ($84,772) plus $57,136 in the Indirect Cost column (32,852 in Traneportation, $7,989 in Trans. Fares, $29,644 in Holels/Motels, and $18.851 in Per Diems)
equal $141.908. Hem 3 on.n' Vote Certification

April 23, 1998 Vote The sum of these amounts is $22,418 Hem 4 on the Vote Certification.

Apill 23, 1998 Vote. The sum of these figues is $170829 This amount is $177,732 less a correction documented by the Committee after the Commission’s vote. This vote is lem 3. on the
Vote Cerification. :

v ApiR 23, 1998 Vole. The sum of these amounts js $87.838 ftem 8 on the Vole Certification

NQ o=
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FEDERAL ELECTION
COMMISSION
PUDIT DIVISION

FEDERAL ELECTION cdlminssi®s7 At ‘31

WASHINGTON, D C 20463

November 19, 1997

MEMORANDUM

TO: Robert J. Costa
Assistant Staff Director
Audit Divis'

THROUGH: JohnC. ISu in

Staff Ditec
FROM: Lawrence .Nobli/)«
General C unsel

Kim L. B\'lght-Coleman
Associate'General Counsel

Lorenzo Holloway ¥ A
Assistant General Counsel

J. Duane Pugh Jr. ‘\7%
Attorney :

SUBJECT: Proposed Audit Report on the Committee on Arrangements for
the 1996 Republican National Convention (LRA 472)

The Office of General Counsel has reviewed the proposed Audit Report on the
Committee on Arrangements for the 1996 Republican National Convention (the
“Committee on Arrangements”), which was submitted to this Office on October 17, 1997
on an expedited basis. This memorandum presents our comments on the proposed Audit
Report.> Some of the issues discussed in the proposed Audit Report and herein overlap
with issues in the proposed Audit Report on the San Diego Host Committee/Sail to

' The proposed Audit Report provided is an unreferenced report. As the Audit Division noted,

changcs may be made as the proposed Audit Report is referenced.
Because the proposed Audit Report concerns the audit of a convention commitiee, we recommend

that the Commission consider this document in open session in accordance with 11 C.F.R. §§ 9008.11,
9007.1(e)(!) and 9038.1(eX1).
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Memorandum to Robert J. Costa
Proposed Audit Report on the Committee on Arrangements
for the 1996 Republican National Convention

Page 2

Victory San Diego ‘96 (the “Host Committee”). 3 Some of our comments on the Host
Committee proposed Audit Report have an impact on the Committee on Arrangements
proposed Audit Report, but those comments will not be repeated here.! Nonetheless, the
Committee on Arrangements proposed Audit Report should be changed to reflect the
applicable comments on the Host Committee proposed Audit Report.

.

We concur with the findings in the proposed Audit Report that are not addressed
in this memorandum. If you have any questions concerning our comments, please
contact Duane Pugh, the attorney assigned to this review.

I.  IN-KIND CONTRIBUTIONS FROM THE HOST COMMITTEE AND THE
CITY OF SAN DIEGO (il, A, 1, a through c)*

The proposed Audit Report concludes that the Host Committee expended a total
of $2,226,700 for purposes not permitted under 11 C.F.R. § 9008. 52(c).t Except as noted
in Part I of this Office’s comments on the Host Committee proposed Audit Report, this
Office concurs with the conclusion that the Host Committee expenditures at issue were
not among those permitted by 11 C.F.R. § 9008.52(c)(1).

Pursuant to 11 C.F.R. § 9008.8(b)(1), host committee expenditures that are made
in accordance with 11 C.F.R. § 9008.52 shall not be considered convention committee
expenditures and shall not count against the convention committee’s expenditure limit of
11 C.F.R. § 9008.8(a)(1). Conversely, host committee expenditures that are not
permitted by 11 C.F.R. § 9008.52 may be considered convention committee expenditures
subject to the expenditure limitation in 11 C.F.R. § 9008.8(a)(1). Pursuantto 11 C.F.R.

§ 9008.12(b)(3), the Commission may seek a repayment from a convention committee if
it determines that the convention committee accepted contributions to defray convention
expenses which, when added to the amount of payments received, exceeds its expenditure
limitation. However, the Commission may seek a repayment only if the convention
committee knowingly helped or participated in the host committee’s expenditure that is
not in accordance with 11 C.F.R. § 9008.52 or its acceptance of a contribution from an
impermissible source. See 11 C.F.R. § 9008.12(b)(7). The Explanation and Justification
for 11 C.F.R. § 9008.12(b)(7) confirms that a convention committee must be shown to

? Because of this overlap and because the resolution of some of the issues in the audit of the Host
Committee may result in repayments from Committee on Arrangements pursuant to 11 C.F.R. § 9008.12,
the responses of both Committees are considered herein.

! The proposed Audit Report for the Host Committee was submitted to this Office on September 30,
1997 and is also being reviewed on an expedited basis.

i Parenthetical references are to the relevant section of the proposed Audit Report.

° The $2,226,700 total comprises three major expenditures: $133,225 for badges, $44, 067 for a

voter tabulation system and $2,049,408 for television production services.
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Memorandum to Robert J. Costa
Proposed Audit Report on the Committee on Arrangements
for the 1996 Republican National Convention

Page 3

have played a significant role in the host committee or municipal fund’s actions before a
repayment from the convention committee may be sought, by stating:

In response to the concerns raised, the Commission notes that
neither the current nor the revised rules in § 9008.12(b)(7) impose strict or
vicarious liability on convention committees for the actions taken by cities
or host committees. Instead, convention committees are accountable for
the actions of cities or host committees when they knowingly help or assist
or participate in conducting impermissible activities, including initiating
or instigating the activity.

59 Fed. Reg. 33,613 (June 29, 1994).7 Thus, convention committees are subject to
neither strict nor vicarious liability for host committee or municipal fund actions, but
must have knowingly participated in the actions in order for the Commission to seek a

repayment from the convention committee.

The proposed Audit Report indicates that evidence exists to show that the
Committee on Arrangements knowingly participated in the Host Committee’s actions, so
we concur in the proposed Audit Report’s conclusion that the Committee on
Arrangements owes a repayment of these amounts, as modified by our comments on the
Host Committee proposed Audit Report. Therefore, this Office recommends that the
proposed Audit Report be revised to include a discussion of 11 C.F.R. § 9008.12(b)(7),
stating briefly the basis for the conclusion that the Committee on Arrangements
knowingly helped, assisted or participated in each of the Host Committee’s expenditures
that was not in compliance with 11 C.F.R. § 9008.52.® The proposed Audit Report on the
Committee on Arrangements includes many of the elements for such a showing. For
example, the proposed Audit Report states: that the badges were procured pursuant to a
contract between the Committee on Arrangements and Weldon, Williams & Lick, Inc. (p.
5); that the Committee on Arrangements assured the Host Committee of the voter
tabulation system expenditure’s legality (p. 9); and that the services rendered by David J.
Nash and Associates, Inc. (“Nash”) were pursuant to a contract between the Host

Committee and Nash that provided the services would be rendered to the specifications
and requirements established by the Committee on Arrangements (p. 11). Additionally,
the Audit Division should review available materials for additional information related to
the Committee on Arrangements’ role in the Host Committees expenditures.

! One of the “concerns raised™ is described as: “it would be unfair to impose accountability on
convention committees when they are unaware of, or do not consent 1o, the unlawful actions of a host

committee or city.” 59 Fed. Reg. 33,613 (June 29, 1994).
Since the Host Committee does not owe a repayment, a similar discussion in that Audit Report is

not necessary.
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Proposed Audit Report on the Committee on Arrangements
for the 1996 Republican National Convention

Page 4

II.  ADDITIONAL EXPENSES TO CONSIDER (11, A, 1, d)

The Committee on Arrangements argues that the Commission should offset any
impermissible Host Committee expenditures by the approximately $1.6 million that the
Committee on Arrangements expended for purposes that 11 C.F.R. § 9008.52(c) permits
the Host Committee to expend funds. The proposed Audit Report rejects this argument,
citing the Committee on Arrangements’ failure to establish that the expenditures comply
with 11 C.F.R. § 9008.52(c).

The Committee on Arrangements’ argument raises the question of whether it may
be reimbursed by the Host Committee for expenses permitted under 11 C.F.R.
§ 9008.52(c). Section 9008.8(b)(1) states that “[e]xpenditures made by the host
committee” in accordance with 11 C.F.R. § 9008.52 shall not count against the
convention committee’s expenditure limit. Thus, the regulation clearly exempts
expenditures both permitted by 11 C.F.R. § 9008.52 and paid, in fact, by the host
committee. However, no regulatory basis exists for exempting expenditures paid by the
convention committee from the expenditure limitation in 11 C.F.R. § 9008.8(a)(1), other
than expenditures for legal and accounting services pursuant to 11 C.F.R. § 9008.8(b)(4)
and for certain computerized information pursuant to 11 C.F.R. § 9008.8(b)(5). The
regulations are silent on whether a convention committee may offset its expenditures for
expenses a host committee could properly pay for if it receives a reimbursement. Thus,
the Committee on Arrangements may not be able to offset the amount subject to the
expenditure limitation by the amount of its expenditures for purposes set forth in 11
C.F.R. § 9008.52(c).

III. SANDIEGO CONVENTION & VISITORS BUREAU (IL, A, 1, ¢)

The San Diego Convention & Visitors Bureau (“ConVis™), which registered as a
host committee,” provided the Host Committee with payments totaling $850,000, and
appears to have expended more than $360,000 in connection with the convention’s_
Young Voter Program. The proposed Audit Report states that the Audit Division has not
yet audited ConVis, and the Committee on Arrangements has not provided documents
related to ConVis that were requested in its Exit Conference Memorandum. On this
basis, the proposed Audit Report declines to state an opinion on the accuracy of the
information supplied by the Committee on Arrangements related to ConVis and reserves
the right to make “additional recommendations” after ConVis has been audited.

Although ConVis appears to satisfy the criteria for being a “host committee,” as
defined at 11 C.F.R. § 9008.52(a), it may be that ConVis is actually a government agency

° The fact that ConVis stated that it was registering and reporting with the Commission as a Host

Committee is not controlling in determining the actual role that ConVis may have had in the 1996
Republican National Convention.
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Proposed Audit Report on the Committee on Arrangements
for the 1996 Republican National Convention *

Page 5

or a municipal corporation that is subject to the provisions of 11 C.F.R. § 9008.53. The
available information shows that ConVis was founded in 1954 and is funded, in part, by
city and county taxes for the limited purpose of promoting the city of San Diego as a
convention and tourist center. In addition to its receipt of tax tunds, ConVis’s prior and
continued existence is a characteristic that is closer to a municipal fund than a host
committee. See 11 C.F.R. § 9008.53(b)(1) (prohibiting municipal funds from being
restricted to provide services for a particular convention and prohibiting donations to the
municipal fund that are restricted for use with a particular convention, event or activity);
see also 59 Fed. Reg. 33,614 (June 29, 1994). Cf 11 C.F.R. § 9008.52 (the absence of
such a requirement reflects the single-purpose nature of host committees). Accordingly,
if ConVis is a municipal fund, it is not automatically subject to an audit conducted
pursuant to 11 C.F.R. § 9008.54 (authorizing audits of host committees only). In any
event, this Office recommends that the Audit Division seek the Commission’s
authorization to review ConVis’s receipt and use of funds. Such a review of ConVis may
also provide evidence to determine whether it was actually a municipal fund or a host

. 10
commiittee.

IV.  IN-KIND CONTRIBUTIONS FROM THE REPUBLICAN NATIONAL
COMMITTEE (11, A, 2,a and b)

The proposed Audit Report concludes that expenses paid by the Republican
National Committee (the “RNC”) for GOP-TV television programs aired on the USA
Network during the convention'' constitute in-kind contributions to the Committee on
Arrangements. This conclusion is based on the proposed Audit Report’s analysis that the
broadcasts were paid coverage during the convention consisting of convention highlights
and segments about individuals appearing at the convention and therefore were
convention expenses pursuant to 11 C.F.R. § ‘)008.7(:1)(4).‘2

10 In the event the Audit Division concludes that any of ConVis's expenditures or acceptance of
contributions is not in accordance with 11 C.F.R. § 9008.52 or 11 C.F.R. § 9008.53 and that the Committee
on Arrangements participated in ConVis's actions, then the Audit Division may make any appropriate
additional recommendations seeking repayment from the Committee on Arrangements pursuant to 11
C.F.R. §§ 9008.12(c) and 9007.2(f). *
Based on the explanation of expenditures provided by Mr. Jack Saniga, the Chief Financial
Officer of ConVis, which has not been verified by the Audit Division, it appears that some of ConVis's
expenditures are for purposes outside those authorized by 11 C.F.R. § 9008.52(c)(1). For example, Mr.
Saniga states that ConVis spent $13,686 for entertainment, $31,032 for catering services and $860 for a
tour of the Steven Birch Aquarium, none of which appear to comply with 11 C.F.R. § 9008.52(c)1).
t The proposed Audit Report allocates four-fifths of the RNC’s $112,500 expenditure to the four
s that were broadcast during the convention of the five total programs, or $90,000.
Similarly, the proposed Audit Report concludes that the $1,418,130 spent by the Committee on
Arrangements for television coverage is a convention expense within 11 C.F.R. § 9008.7(a)4).

program
2
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Proposed Audit Report on the Committee on Arrangements
for the 1996 Republican National Convention
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The Office of General Counsel concurs with the proposed Audit Report’s
conclusion. The Explanation and Justification for 11 C.F.R. § 9008.7 recognizes that
“[g]iven that the convention not only serves as the vehicle for nominating the party’s
Presidential candidate, but is also used to conduct ongoing parly busincess, the line
between convention expenses and party expenses can be a fine one.” 59 Fed. Reg. 33,608
(June 29, 1994). Nonetheless, convention-related activity “includes all national
commiittee activity in the convention city except for events clearly separate from the
convention, such as fund raising events for the party committees, and meetings of-the
national committee unrelated to the convention.” Jd. Thus, because the television
broadcasts are neither “clearly separate from the convention” nor are they “unrelated to
the convention,” the broadcasts are convention-related activity under 11 C.F.R.

§ 9008.7(a)(4).

Furthermore, the Committee on Arrangements describes the television programs
with terms associated with news programs. However, the GOP-TV programs do not
qualify for the news coverage exemption from the definition of contribution established
in 11 C.F.R. § 100.7(b)(2). Section 100.7(b)(2) requires that for news coverage provided
by a cable television programmer or producer that is owned or controlled by a political
party, the coverage must be, inter alia, part of a general pattern of campaign-related news
accounts which give reasonably equal coverage to all opposing candidates. Because
GOP-TV has not been shown to have given reasonably equal coverage to the 1996
Democratic National Convention, its coverage of the 1996 Republican National
Convention constitutes a contribution to the Committee on Arrangements.'’ Therefore,
pursuant to 11 C.F.R. § 9008.12(b)(3), the Commission may seek a repayment from the
Committee on Arrangements.

. The proposed Audit Report should also note because the GOP-TV coverage failed 11 C.F.R.
§ 100.7(b)(2)(ii), the proposed Audit Report has not considered whether the GOP-TV coverage complies
with 11 C.F.R. § 100.7(b)}(2)(i).
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FEDERAL ELECTION COMMISSION

WASHINCTON. D C 20463

June 26. 1998

Mr. Alec Poitevint, Treasurer

1996 Committee on Arrangements for
the Republican National Convention
228 South Washington Street

Suite 200

Alexandria, VA 22314

Dear Mr. Poitevant:

Attached please find the Audit Report on the 1996 Committee on Arrangements
for the Republican National Convention. The Commission approved this report on June
25, 1998. As noted on page 3 of this report, the Commission may pursue any of the -
matters discussed in an enforcement action.

In accordance with 11 CFR 9008.12(a)(1) and (c), the Commission has made a
determination that a repayment to the Secretary of the Treasury in the amount of
$1.772.643 is required within 90 calendar days after service of this report (September 28,
1998).

Should the Committee dispute the Commission’s determination that a repayment is
required, Commission regulations at 11 CFR §9008.12(c) provide the Committee with an
opportunity to submit in writing, within 60 calendar days after service of the
Commission’s notice (August 28, 1998), legal and factual materials to demonstrate that no
repayment, or a lesser repayment, is required. In addition to the submission of written
materials the Committee may request an opportunity to address the Commission in open
session. The request for an oral hearing should identify the repayment matters that will be
addressed and the Committee’s presentation must be based on the legal and factual
materials submitted.

The Commission will consider any written legal and factual materials submitted
within the 60 day period when deciding whether to revise the repayment determination.
Such materials may be submitted by counsel. If the Committee decides to file a response
to the 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 Committee does
not dispute this determination within the 60 day period provided, it will be considered
final.
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The Commission approved Audit Report will be placed on the public record on
July 6, 1998. Should you have any questions regarding the public release of this report,
please contact Ron Harris of the Commission’s Press Office at (202) 694-1220.

Any questions you msy have related to matters covered during the audit or in the
audit report should be directed to Joe Stoltz or Russ Bruner of the Audit Division at (202)
694-1200 or toll free at (800) 424-9530.

Sincerely,

Assistant Staff Director
Audit Division

cc: Bobby R. Burchfield
Attachment as stated
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CHRONOLOGY

1996 COMMITTEE ON ARRANGEMENTS
FOR THE REPUBLICAN NATIONAL CONVENTION

Audit Fieldwork 12/09/96 — 06/25/97
Exit Conference Memorandum
to the Committee 06/25/97
Response Received to the
Exit Conference Memorandum 09/09/97
Audit Report Approved 6/25/98
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