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Committee submitted an affidavit from Patrice Geraghty, the Director ofBroadcast and
Executive Producer for GOP-TV. The affidavit explains how GOP-TV was fonned in
1993 as part ofthe RNC's commlD'lieations division to provide news and editorials in
weekly television broadcasts. GOP-TV began broadcasting Pising Tide in January~ 1994.
Up until the time ofthe convention this program was broadcast every Thursday night on
several cable channels and on Sunday night on WWOR. The show was produced in a
magazine format and hosted by Haley Barbour, the RNC Chairman. The RNC decided
that GOP·TV would broadcast from San Diego during a three week period before the
Convention and expand the broadcast fonnat during the 1996 Convention.

Because GOP-TV broadcast live coverage ofthe
convention proceedings dwing the Convention week, GOp·
TV did not broadcast its regularly scheduled, regularly
fonnatted show on Thursday, August 15, 1996. Instead,
GOP-TV opted to broadcast five half-hour programs
beginning at 7:00 a.m. E.S.T. from Monday August 12,
1996 through August 16, 1996.

The programs included material from the previous night's
convention proceedings but also included coverage ofother topics such as how delegates
were spending their free time, human interest segments on community effons to move
welfare recipients to the work force, work performed by several Convention attendees for
Habitat for Humanity, and a delegation's trip to Sea World. They retained the news
magazine format but were hosted by Laurie Clowers rather than Mr. Barbour. The
Committee goes on to note that because these shows were broadcast in the early morning,
they did not provide live coverage of the convention, nor did they concentrate on
summarizing the events of the convention.

The Committee response continued,

COA reimbursed the RNC for air time that was
purchased through National Media. Inc. on The Family
Channel and NewsTalk Television for each of the four
nights of the conventionII. Unlike the news magazine
fonnat of the GOP-TV morning shows, these evening
broadcasts were live broadcasts from the convention. Thus,
for the broadcasts that occurred during and provided live
coverage ofthe convention. COA paid the air time. For
broadcasts that did not provide live coverage of the
convention, RNC paid the air time.

II Committee records indicate that rather than reimbursing the RNC for the broadcast costs, the
Committee paid the Family Channel and NewsTalk Television directly through National Media.
Inc.
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In the opinion oCtbe stiff, the filet that the USA Network
broadcasts were in the IDOI'IIiDg mel DOt live coverage is DOt a material distiDetion. The
broadcasts were paid coverage duriDa the convention IDd me therefore a convention
expense. The Committee also aques that the Friday Aupst 16, 1996 broadcast was no
different in format than those ofAugust 12th to the 1Stb. 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 OD the other networks were allocated. The Frida)'.
August 16, 1996 broadcasts on the Family Channel and NewsTalk Television, and the
August 18, 1996 WWOR broadcast were also paid for by tile RNC and not challenged in
the ECM. The staffconcluded that the Committee bas Dot demonstrated that the cost of
the USA Network broadcasts between Monday August 12, and Thursday August IS. 1996
are not convention expenses.

The Audit staffand Office ofGeneral Counsel
recommended that the Commission determine tbat the costs (590,000) ofthe August 12th
to August 1Sth 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 pursuast to
11 CFR §9008.l2(b)(3).

The Commission considered the staffrecommendation and
the Committee's response to the Exit Conference Memorandum and decided the costs
($90,000) 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 ofthe
cenification ofthe Commission's vote)

b. Creative Broadcast Techniques (CBT)

On January 10. 1996. CST entered into an agreement with
the RNC.. on behalfof GOP·TV. to design.. engineer.. manufacture.. install and operate a
customized television broadcast system. As noted above. thi~ system was to be used for
television production in conjunction with the Republican National Convention. The
amount billed under the contraett including change orders and revised change orders. was
S1.841,824.

On ApriI2S. 1996. the Committee entered into an agreement
with CBT that provided for an allocation ofthe 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 suppon systems. An invoice dated October
16. 1996, for $408.875 represented the Committee's ponion of the cost. The amount was
a "SOISO'" split with GOP-TV.. ofcharges totaling 5817,750. According to the Committee,
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the split was based on chirps for equipment and perIOIIDel used by N_ in cooperation
with the Committee, to produce, edit and air the Convention Within the Convention. and
to supply local feeds accessible to news services coverina the convention. The Committee
wired CST S408,87S, on October 18, J996. The RNC paid the remaining amount between
January 9, 1996, and September 29, 1996. The Committee could not provide the Audit
staffwith information to clemoDStrate why the remaining S1,024,074 ($1,841.824­
5817,750) 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 5817,750 that was allocated. This
revised cost analysis itemized an additional S8,10I 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 repons have not
acknowledged this liability to the RNC.

In addition, COWlSel from the RNC supplied documentation
for $88,456 ofthe 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, CST
has been paid in full, and therefore the RNC is currently seeking reimbursement from
Nash through the Host Committee.(Finding II.A.I.c.) Finally, KUSI. a local San Diego
television station, reimbursed the RNC 522,000 for utilization ofCBT broadcast facilities
and personnel. In the opinion ofthe Audit staff, this amount represents a reduction in the
unallocated costs. According to Counsel from the RNC, the remaining CBT amount.
5913,618 ($1,024,074 - ($88,456+ 522,000» represents the editing and production costs
associated with programs aired during the convention. These programs included those
paid for by the Comminee. No documentation to support that contention has been
provided.

In SummaJ')', with the exception ofthe 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 behalfof a convention committee with respect to and for the
purpose ofcondueting 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 Commiaee. This allocatiOD formula reOects not only the fact that there were
production IIId eclitiDa COItIIIIOCiated with each oftbe shows. but it is also reflective of
the potential impIct that the RNC ad the Committee hoped to pin from their respective
propilDS. U'iDa this method ofallocation, the ECM concluded dlat the Comminee
should have paid 89% ofthe production and editing costs It issue, or $1.169.809
($1,314,392 x 89%), and that the amoUDt wu 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 staffrecommended in the ECM that the
Committee demonstrate that payments to Creative Broadcat Techniques. Inc. by the RNC
were not convention expenses. Absent such a demonstration, the Audit staff stated that it
would recommend that the Commission detennine $1.177,910 ($1,169,809+58.101 12

) is
repayable to the United States Treasury and that the Committee would be required to
itemize this in-kind contribution on an amended disclosure repone

In response to the ECM, the Committee did not agree with
the Audit staffs allocation ofproduction costs.

The Committee submitted an affidavit from Patrice
Geraghty, the Director ofBroadcast and Executive Producer for GOP·TV. The affidavit
details how it was detennined 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
persoMel to produce the images captured by the 14 cameras and crews (see finding
II .A.I.c. above). Ms. Geraghty also states that it was estimated that GOp..TV would need
2S 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 CBr
contract, Ms. Geraghty states that:

It is standard in the industry to allocate equally the
production costs ofjointly used services and facilities. In a
situation such as the 1996 Republican National Convention
in which GOP-1V and COA were sharing some, but not all.
cameras. it is acceptable to allocate costs based on camera
usage. Because only J4 of the 25 cameras and crews
provided by csr were shared with the COAt the COA was
allocated SOOA. of the costs of the 14 cameras and crews.

u The ECM noted that if the SI,I01 was paid to the RNC, the amount would not be considered an in­
kind contribution. The Committee's response to the ECM makes no mention of this transaction.

Page 44



•o
7
•o
2
5
•2
2
4
o

That is COA wu aIlocaaed 50tt of 14125tb1- or 21% - of
!be total COlt ofthe CST COIIInICt.

As It prior conveD1iODl. COA wu rapoDIible for
provicIiDa the live blsic feed ofevents bIppeDina on the
podiIDD. UIiDa 14 CllDel8llIIlioaed arouDd the Convention
Centef. COA provided CODtiDuous sound IIId picture 10 all
the netWOrks coveriq the convention.. Unlike any netWOrk.
however, COA exercised no editorial judgments about
which ofthe 14 cameras would be used for a particular shot;
nor did it exercise amy discretion 10 interrupt the continuous
coverage at the podium. In short. COA provided the
continuous picture and IOUDd feed &om 14 cameras
operating in the convention ball to the netWorks on a take it
or leave it basis. It was up to each netWork to determine
which events &om the podium it WIIlted to cover, which
camera angles it would use, and when to interrupt the basic
feed for interviews. editorial commentary. or commercial
messqes.

When the 210/0 allocation rati!) is applied to the Committee's
S1.758 million cost figure.U the resulting allocation is only $73.770 less than the amount
that the Committee paid. The Committee concedes that 573,nO is owed to the RNC.

The Audit staffdoes not dispute that under the CST
contract, that 25 cameras and crews were provided or that 14 nf those 25 were used to
provide the take it or leave it feed to all broadcasters that were airilll convention coverap.
including GOP·TV. However. the Committee's allocation ofall 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 ofa situation where the practice was
followed. Rather. she states that she has been involved witb projects where joint
production costs have been allocated but not how the specific allocation was done.
Further. the 2S cameras fall h1to two distinct 1fOUPS. First. the 14 used to produce the
unedited buic feed that consisted ofcontinuous imaaes from some or all of the cameras.
The production and direction ofthe imqes covered by those cameras was provided by
Nash. Seccmd, the remaiDiJIa 11 cameras that were used 10 produce the finished prop8llJS
aired by the Committee and the RNC. The production costs ofthose prop8llJS included

II This total cost r.......... in the ComIII...·s response but differs from the S1.141 million
IIIIOUIIt provided by die Connniaee • die lillie of the ECM. The response indiclla .... Ihe
difference is cta.ps which OOP·TV disputes. The response does DOl eontain enoulh informacion
to evalUlle die disputed -.oun1S.
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die .mea ofproducers, directon, ectitors ad other paid profeaiODlls. Therefore. it is
DOt ..aDDIble to allocate the CST COIl1rICt equally CM!r the 25 cameras.

Second, there is DO expllDation why it is reasonable to
allocate the cost that the Committee bas IIIOCiated with the 14 basic feed cameras
between the Committee 8Dd the RNC, but DOt lIlY oltbe other users oftile feed. Ms.
GerIIbIy DOteS tbat "COA used the 14 cameras that it sbIred with GOP·TV to produce a
'b8Iic feed' ofconvention coverage. This basic feed .amade available to the networks.
IDd to ooP·TV, on a 'take it or leave it basis. t This basic feed consisted ofcontinuous
imales generated &om up to all fourteen oftbe cameras COA used. It is my
_ that COA made available all fourteen camera feeds for the netWorks· own
editorial decision makiDa." Therefore, GOP·TV wujust one ofmany users of the basic
feed. but the oaIy one to pay for a ponion ofthe COlt. NatuJalIy ifthe Committee had not
provided the basic feed. GOP·TV would have needed to place its own cameras. but so
would ach oftbe netWorks that covered the convention. This was apparently not
acceptable to the Commi1Iee 10, IS it bu done in tile pat, tbe basic feed was provided.
The staffconcluded that the cost ofthe basic feed is. convention expense to be bome by
the Committee, DOt the Commi1Iee and only one ofthe DIlDY users. In a memorandum
&om Toni Tury, Manqing Director ofGOP·1V, 10 RNC counsel, dated March 10, 1997,
the cost ofthe basic feed is shown at 5833,345. The Committee paid $408,87S. In the
opinion ofthe staff'the remaining 5424,470 is a COIIIribution &om the RNC to the
Committee.

Third, the Committee bas not established why none of the
cost ofthe remainina 11 cameras was 8 convention expense. The main purpose ofusing
the 11 remainq camera wu to televise I J hours ofconvention ICtivity over the Family
Channel. DuriDa the fieldwork the Committee provided one two hour videotape ofwhat
was broadcast on the Family Channel on Aupst12. 1996. For this one propam. the
Committee appeared to be using the basic feed and all II of the other cameras. A large
majority of the convention coverage the Committee usociates with the cost of the 1J
cameras wu broadcast by the Committee. This is uue whether viewed in tenns ofair time
cost or in terms ofbroadcast hours. The most .ipificant project in both cost and total
hours ofcoverqe was the JJ hours ofcoverqe on the Family Channel. Ofthose hours.
10 were paid for by the Commiuee as a convention expense, yet the Committee does not
recopize any ofthe production costs as a convention expense. Ifthe Committee's
allocation method were to be used to divide the production cost between the two entities. it
would be done on a SO/SO biles ,ince the cameras were shared. The result would be to
allocate the lime COlt to the one hour broadcast by the RNC u to the 10 hours broadcast
by the Commiaee. This would clearly not be a reasonable allocation.

Finally. there were • number of items that would have
requirecllldditionaJ Clmeas and crews that ..e not in the Commi11ee'. allocation or in the
Audit COlt fil1ft. For example, there were tapa of the AtJ.Ctin Street Shelter in Dalla.
Texas. tapa ofcleJepteS Rosario Mmin and Frank Taylor.1Dd Governor Bush with
school children. apparently filmed in TexIS. On the August 13 Sunrise program there was
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• report on welfare reform in Flint, Micbipa and Youtb Crime in Hlrrilburlt
PennsylYlftia IDd Rural Retreat, ViqiDia. On the AupIt 14 Sunrile PJ'OIfIID there wu a
sepnent OIl tIX reform from Douerweicb, New Jeney. The Committee did not pmem
any information on who paid for the production ofdIae reportS. However. it would have
involved more then the 25 cameras used in SID Dieao.

The Committee's calculation, althoulh supponil1l the
amount ofthe CST contract it paid, is not a reasonable allocation. Further. information 10
allow the Audit staffto perfonn a more preciJe allocation has not been provided. The
calculation shown below was recommended by the staff to determine die Committee's
share ofthe CST contract cost. First, the cost ofthe basic feed produced by Nash usina 14
ofthe CBT camera and crews was considered 1:0 be a Committee expense. That cost is
5833,345, ofwhich the Committee paid $408.875. The remainina amount (5986.479) jJ

the cost ofproducina the propams aired by the CommiUee and the RNC. and was
allocated by the staffbased on the air lime COlt • wu done in the ECM. In our opinion,
this reflects that Dot all broadcast outlets_ similarly priced IIId that prices for time on
the same outlet vary depencling upon the time ofday. This priciD.lUUCtUre, in tum.
presumably is reflective ofthe anticipated audience 10 be reached. The calculation is IS

follows:
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Total Amount Silled By CST
Less:

Reimbursement from KUSJ-TV

51.841.824

22.000

Cost of the "Basic Feed" 133J4S

Net Contract Price 986,479 .

Times Cost Ratio 1m

Committee Cost Allocation 877.966
Plus:

Amount for "Basic Feed" Paid by the RNC 424.470

In-Kind Contribution From RNC as S~

as recommended by staff

The staff recommended that the Commillion determine
$1.302,436 was repayable to the United SI8teS Treasury met that the Committee was
required 10 itemize this in-kind contribution on an amended disclosure report.

The Comminion considered 1hiJ recommendation on April
J6, J998. A motion to determine that S1.J54,464 was repayable (the staff
recommendation adjusted to use a 74% cost ratio illl1ad of'89'~) failed 3-2. Similarly, a
motion to determine that 5424,470 representing a ponion of the cost of providing the
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.".. feed" was 1ft impermissible RNC expeDIe failed 3·2, See AtIIIdInIaII J, ,.,. 4.
iteml6ad 7. Furtherf the Commission determined dill die bIsis for alJoacinI the
feII'IWs1J production COlIS JbouJd be brOldcut boun I'IdJer~ lit time COlIS, That abo
is 74% IlJoc:abJe to the Committee ad 26'~ allocable to die RNC afIer considerinJ die
delerminltion on the USA NetWork in NCtion JI.A.2.. lbove'4, Applyina thi. alJoeaciGa
ratio to the Net Contr8Ct Price shown above produces • iD-kind contribulion....0(
5729f994, The Commission determined thac die Commiaee is requimf to repay dial
amount to the United States Treasury. (Sec Auachment Jp81e 4, items 6 tbroup •., for.
copy ofdle ceni(JC8tion of the Commiuion'. votes)

1n-Kig4 CgmribmimtPr9Ql9ljgnal Cqrwj4mIiqna
Migubi.bj Cqnaymcr Elcctrqpjg AnMn'i£I Inc,

Sections 9008.9 (bXJ ) IIId (.4) otTJtJe JJ ofdie Code of
Federal Reguladons stare, in part. a commercial vendor may provide Joods or servJca in
exchanle for promotional consideration provided that doiftI so is in die ordiftlry coune 0(
business, Also the COftVemion committee .haIl maintain _ JhowinS; die
goods or services provided: tile date(.) on which the Joods or services were provided., die
terms and conditions of the~: and what promocionaJ COJIIidmlion was
provided,

On July JO. 1996, Miuubishi Consumer Electronics
America. Inc,(MCEA) entered an qreement with the Committee to provide services and
equipment worth S660.ooo in excblnp for bein, desipated die HOIf'teiaJ Supplier of
Video Monitors," MCEA provided the Committee with eJeccronic viewina screens •
projection televisions, tube televisions, video casJeUe recorders and laser ditk players,
Accordina to the aareemem, dJeJe services are consilient .....d pnldica for MCEA
and are provided in the ordinary course ofbusiness puI'1IIMt to Seaion 9008,',

On December J7. J996, the Audit staff requeaed
infonnation penainillJ 10 any Jost or JIOJen equipment IUOCWed with MCEA. After
repeated requests. on February 7. J997. the Committee supplied a Jener from MCEA
ilemizin, 535,J92 ofUIIICCOumed {or equipment, The Corllmiuee tilled MCEA was JIOI
pursuinl reimbunement for the lost equipment The Audit Jfatrrcquared die Commiftee
to obtain a Jetter from MCEA explaininllhat the waiver ofclaims for Jost equipmem was
in the normal course of business, A similar letter was supplied by anocher vendor trid1
JOlt equipment,

Had Ihe Commission accepred die Ita" rICOImnendMion conccmiltl ..., USA Ntnrcn ."..._.
bod11be air Umt dol..alloaIcion medIod ....mended by lUff...... .".... howl
meIbod JdopWd by die Commission would haw produced the W;. Ca••••

"
J~. RNC

,.10, Howewr. after Commitlion'. _ilion on the USA Ntnrm, ...
would hive been '3% eomm.....,.,.~INC•• oppoNd to die 1~4c..~/. INC ,..
(or die br.... houri medlod,

Page 48



Commiaee ofticials stated MCEA bad complete control
...die 6J1IipIDaII, dI&Rfo.re MJe rapoasible for the security ofthe equipment.
......_"..Ii.,. to die......... 1iJDed by both partiesJ the Committee was to "use
.....ea.r. to pnwicIe for die N.,DIIIbIe security of the above referenced equipment."

Baled on tbis qreement, the 535,192 of lost equipment was
file CG..i..•••';CIIIIibiJiIy.. Tberefore, it was the opinion ofthe Audit staff, that
....die ,..,... Jeacr 60m MCEA. die amount was an in-kind contribution.

The Audit staffrecommended in the ECM that the
CcNnmiUer pnwicIe. Jeaer 60m MCEA demoDsttating the 535,192 of lost equipment, was
...oldie......... eoJIIWe.1boD provided.

Ja Iapoase to the £eM, the Committee submiued an
~ 6DJD.Mck 0Jb0m who was the Praident ofMCEA at the time MCEA entered
iafo wida die 1996 RepubIicaD NatioDaJ Convention 10 provide television
~. 'J ach-. for.~ COIIIidaaIioD. He states that he expected some
Is .; ordidofcqaipIDrDf _ad-. with that large ofan amount ofequipment
eidIa'••poIiriai OI.....,o1i1ica1 ewaL The losses ofapproximately 535,000 would not
."IpC£fed

TIle staffrecommended DO further action on this matter and
die eon...., '.. COJICIIIJCCl (See Aa.bmeJIt 1, pap Sfor a copy ofthe certification of theC"'O',ri.·.vore,

1t'W'W'Y pf'n.kjpd Cogqibutions

HoJr C4mmiaee (ItA. I.e.)
Itcpublican NaIionaI CommiUee (l1.A.2.b.)

ToraJ

5892,489
729.994

$1.622.483

8, DEi• ..,..TIONOF NET 0UrsTANDiNC CONVENTION EXPENSES AND

AIIOUWD Iulul:cTTO TB£ SPENDING LIMITAnoN

Sa 9OOI(bXJ) ofTdie 26 ofdie UDited States Codes states, subject to
fire ,..,..,..01 ---. die .-ioaaJ COIIIIDiace ofa IDIjor party shall be entitled to
,.,~ (3). widI~ 10 any presidential nominating convention. in
.. 111,,""'.* 1not exceed S4.000,OOO.

..... 9OOI.5(b)oCTJde 11 oftbe Code offcdcral Rqulations. states the
..........ltfillrrd byl1 CFR f9OOI.4 JbaJI be adjusted 10 as not 10 exceed the
..fill III..... D die CqadialR limit8tions of JI CFR 19008.8(8) and the amoW1t of
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private contributions received under 11 CPR §9OO8.6(a) by the national committee ofa
political pany. 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 §9OO8.9; expenditures by host
committees in accordance with 11 CFR §9OO8.52; expenditures to participate in or attend
the convention under 11 CFR §9008.8(bX2); 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)(I) ofTitle 11 of the Code ofFederal Regulations, in pan.
states the national party committee ofa 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 CPR §§9008.4 and 9008.5.

Section 9008.8(b)(1) ofTitJe 11 ofthe Code ofFederal 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 ofthis section
provided the funds are spent in accordance with 11 CFR §9OO8.52.

In addition, 11 CFR §9008.8(b)(2) states e~pellditures 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 9008.1 O(g) ofTitle 11 of the Code ofFederal Regulations states, in
pan, a convention committee shall file, no later than sixty days after the last day of the
convention, a statement ofthat committee's net outstanding convention expenses.

Section 9008.12(c) of the Title 11 of the Code ofFederal Regulation states
the Commission will follow the same repayment detennination 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 orNet 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 COMMlIIEE ON ARRANGEMENTS
FOR

11IE REPUBUCAN NA1t10NAL C0NVEN110N

STATEMENTOF NETOU1STANDING COMMITIEE EXPENSES
As ofSep..... 30. 1996

As D••• A..-st 26.1997
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ASSETS

Cash on Hand

Cash in Bank

Aeeexns Receivable:

Capital Assets

Total Assets

OBLIGATIONS

AccCUltS Payable fer ComemiJn
Expenm

Wi1ding Down Costs
8116196-3131198: Acnal

4/1/98 and later: Estinated

In-Kind CodriJutions

Total Obligations

NET OUTSTANDING CONVENTION EXPENSES

FOOTNOTES TO NOCE

$3,919

1,736,881

93,750

o

51,054.655

417,226

512J2? <8>
SI.622..483

SIJ34.5SO

S3.607.193

(SI.m.643)

CI) Eat.... were used in"'--'tbis -.aunt. The Audit stafrwill review the C........ diIcIosIft
NPOIU and .... to ...... tile cUll r..... with the est...ed r..-1IId P"Pnld;usu...ts......,..
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The Net Outstanding Convention Expenses amoWlt of(Sl,772..643)
represents convention expenses incurred in excess ofthe spending limitation. The
majority ofthis amount consists ofthe in-kind contributions discussed in Section II.A.
above ($1,622,483). The remaining S150,160 is convention expenses and estimated
winding down costs incurred in excess ofthe limitation. The winding down cost estimate
was provided by the Committee. The Committee asserts that ifthe winding down costs
exceed the Federal grant, it will raise funds for the 1996 Conunittee on Arrangements For
The Republican National Convention Compliance FWld (Compliance Fund). Sections
9008.8(b)(4)(i) and 9008.8(b)(4)(ii)(B) ofTitle 11 ofthe Code ofFederal Regulations
state, in pan, that the payment ofcompensation for legal and accounting services rendered
to or on behalfofthe 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 pany's
annual S20,000 contribution limitation from individuals and $15,000 limitation from
multi-candidate political committees. As ofMay 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 Apri123, 1998, the Commission detennined that 5150,160 is repayable
to the United States Treasury. (See Attachment 1, page 8, item 7, for a copy of the
cenification of the Commission's vote)

c. SUMMARV OF AMOUNTS DUE To THE U.S. TREASURV l5

Expenditures In Excess of the Spending Limitation

Finding II.A. In-kind Contributions
Finding II.B. Estimated Winding Down Costs

Tota)

$1 ..622.483
150.160

51.772,643

In the Audit Repon on the Host Committee there was a findinR that included a discussion as 10

whether the City ofSan Diqo·s City Evenu Fund enPled in transactions that did not comply with
the Commission's rqulation at II CFR 19008.53. The Audit Division does not have any
information that shows that the Commit1ee knowinlly panicipated or usisted the City of San
Diego's City Evenu Fund in these nnsactions such that the Comminee would owe a repayment to
the United Swes Treuury. I J CFR. §9008.J2(bX7).
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BEFORE TIlE FEDERAL ELECTION COMMISSION

%n the Matter of- )
)

San Diego Bo.t Ca.mitt.e/Sa11 )
to Victory San Diego 1'6. )

Agenda Document '97-83

c;
CJ
•o
7
•o
§
•2
2
I.f
8

k,IB'l'*rICATJQN

I, Mary W. Dove, recording ••cretary for the Federal

Election Ca.mi••ion opeD ..etins aD Thur.day, January 22,

1998, do hereby certify ~.t the Ca.mi••iOD decided by a

vote of 5-0 to take the following action on the above-

captioned matter:

Allow the amount of $44,06', under the
category of II. I. ATiT, a••et forth on
pag.s J and 10 of Agenda Doc,..ent '97-83, .
•• an expen.. of the San Diego Bost
CoDaUtt.e/Sail to Victory San Diego 196.

Co~.sioD.r. Aiken., Elliott, McDonald, McGarry, and Thomas

voted affi~tiv.ly for the deci.ion.

Att••t:

ja s •.,~ 19ft
" te '

Page 53



c;
c;
•o
7
•o
2
5
•2
Z
If
q,

Attaehnent 1

%D ~e Matter-of )
)~Doc~t. No. 97-84

C:~tt.. em Az'ruagtaaeDt8 for ) Uld Ito. 97 - 84-A
the 1'" R~licaD .atiOD&l )
Conventi.cm. )

%, IIaZy If. Dov., recordiDg .ecret:ary for the Pederal

Election C~••iOD~ ...tiDg OD ~ur.day, April 16,

1998, do hereby c.r~ify that the C~••iOD took the foll~w-

ing action. on the above-captioned matter:

1. p.eid.d by • vpt. pf 4-1 to allow the amount
of $133,225 for ••curity ace••• badg•• and
that thi. IIaOUDt b. d.duct..d fraa th. total
r.payatmt to the United State. 'l'z'.a.UZ'Y by
the C~tt•• on Arranv..enta,. ••••t forth
in aecam-endatioD .1 of AgeDda Docuaent
No. 97-84.

C~••iOD.r. Aikens, Elliott, McDonald,
and McGarry voted affi:mativ.ly for the
a.ci.ion; C~••ioD.r Thoma. di••ent.d.

2. railed ip • vote of 3-2 to pa••• motion
to approve R,cOllDeDdatioD 11, ••••t forth
in Agencia J)ocWHnt No. 97-84, •• &aeDeS.d.

Ca-i••iOD.r. McDonald, McGarry, and
Thoma. vot.d aff1~tiy.ly for the
aotion; C~••ioD.r. Aiken. and
Elliott di••ent.d.

(continued)
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CuU.fiaaUOD for C~t:t.. aD_u far t:be 1116

IlepablicaD Rat1ODa1 CaD'Y8Dtion
ftuz1Iday, Apri}_ 16, 1,.8
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3. PW;i4td l;py • YO;. At 5-0 to d.t.raiDe that
the -.ount of $70,000 for the Ru•••ll Pi~

Slaoot va. aD iD-kiIld ccmtributiOD by the
ao8t C.-..itt•• to th. C~tt.e 011 ArrlUlge­
-.nt. aDd 1. r~yabl. to tb. UDit.d Stat••
Tr...ury. :tD ad41tiOD, th. C~tt:.e .hould
file aD amaDd.d diaclo8ur. r~ort and itemize
thi. ill-kind ccmuibuticm•

C~••iOD.r. Aikea., Elliott, MCDonald,
McGarry, aDd ~. vot.d aff1:mativ.ly
for ~. d.ciaiOD. ..

4. p.ei4.4 by • ypt. pf 5-0 to d.t.:miD. that
the amount of $138,442 for r.-ct. ahoots
va. aD iD-kiIld contributicm by the Boat
C~tt•• to th. C~tt•• on Arrangements
aDd i. r.payabl. to th. Unit.d Stat••
Tr••aury. Xn addition, th. C~tt•••hould
file an ...nd.d diacloaur. r.port and it-.iz.
thi. in-kind contribution.

C~a.ion.r. Aikena, Elliott, McDonald,
McGarry, and Thoma. vot.d .ffi~tively

for the d.ciaion.

s. Decided by • vote of 5-0 to rej.ct R.commen­
dation .2, a. ..t forth in Agenda J)OClmlflDt
Ho. 97-84.

C~••ioD.r. AikIn., Elliott, McDonald,
McGarry, and Tha.a. vot.d affi~tiv.ly

for the d.ciaion.

(contaued)
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6.

7.

Pailld ip • vote 9f 3-2 to p••••
motion to approv. aee tmdatiOD'3,a. ..t forth in Agtmda J)OC1.Utmt
Ho. 97-84, a • .-.aded to reflect
the -.oUDt of $1,154,464 ia repayable
to the ~1t.d 8tat•• Tr...ury •

C=-i••ioner. IIcJ)cmalcl, McGarry, and
Thaaa. voted affi~ti..ly for the
aot1OD; C:a.ai••ioner. AlkeDa and
Elliott di••.ated.

P,11.d 4ft • TAt. Af 3-2 to p••• a
.et1on to d.t.~. that $424,4'0
(.-ount for -•••ic P••d- .aid by the
MC) i. r.payabl. to the United
Stat•• Tr.a.ury, aDd that the
Committ•••hould fil. aD ..ended
disclosure r.port to it~z. this ••
an in-kind cODtr~utioD.

C=-i••ion.r. McDonald, McGarry, and
Thoma. vot.d affi~tiv.ly for this
motion; Commi••ion.rs Aiken. and
Elliott disaent.d.

:

8. Desided by • vote of 4-1 to pa•••
motion to approve a repayment
d.t'~Dation by the Cammit:t•• on
Arrang..enta of $729,'94, b•••d OD
a 14\ coat ratio, for production c08ta.

C=-is.ion.ra Elliott, MCDonald, McGarry,
and Thoma. vot.d .ffi~t1v.ly for thi.
d.cision; Cammi••ioner Aikens di••ented.

(continued)
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Certificat1aD for C~tt.e aD
~aDg..-Dt. for the 1"6
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Tbur.day, April 16, 1998

Att:ac:bnent 1
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Page 4
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pwgidwd by • TAte 9 t 5-0 to p... a motion
to approve aec, lIDdatiOD.4, a. ..t forth
~ Agenda DocumeDt Ho. "-84.

C~••:1.ODer. &ikeDa, Elliott, McDonald,
McGarry, aDd ~a-a. voted .ff:1.~tiv.ly

for th1. decia:1.OD.

ito
"f:

t..
5

i ~il 'D 1'19 l2 Date
5
2
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action. OD the above-captiODed ..tter:

I, Mary W. Dove, recordiDg ••cr.~ for the Federal

Election Cc:mDi••iOll opeD ...tag em '1'Jaur.clay, April 23, 1998

do hereby certify that the C~••iOD took tbe following

1. p.qid,d hy • ypt. Af Seq to dete:aiD. that
th• .-ouat of $156,399, categoris.d a.
-Decoration./HU8ie-, va. aD ill-kind
cODcribution by the 80.t C~tt•• to the
C~tt•• OD Arrang..-nt. aDd i. repayable
to the Unit.d State. Tr•••ury. ID additioD,
the C~tt•••hould file aD ..ended die­
clo.ur. report and it-.iae tbi. in-kind
ccmtribution.

Ag.ada Docuaents ~o. 97-84,
Ro. "-14-A, Ho. 97-84-C,
aDd 110. "-84-1).

%D the Hatter -of )
)

c~et•• aD ArraDg..-nt. for )
tbe 19'6 RepublicaD HatioDAl )
CODventicm. )<1

c;
•

"7•o
2
5
•2
2
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C~••ian.r. ~k'D., E11iott, McDonald,
McGarry, and Thomae voted .ffi~tiv.1y

for the deci.ioD.

2. Failed by • vot, of 3-2 to pa••• aot.ion
to d.t.~. that th• .-DUDt of $528,610
for lighting aDd riggug va. aD iD-kiDd
ccm~ibut.icm by the ao8t C~tt•• t.o the
C~tt•• Oft Arrangeaent. Uld i. repayable
to t:.be Unit.ed Stat•• Tr•••ury. 1D addition,
the c: i t.t•••houlcl file aD -...aded eli.·
clo8UJ:' report and it~.. thi. ~-~
cOIltrUtution.

C~8.iOD.r. IIcDoDald, IIc:Garry. aDd filaaa.
voted affi~tiv.ly for tb. .at.ion; eoa-
~••iOD.r. ~kCD. aDd Elliott ~••eDt.d.

(coDtiDued)
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4.

p.si4.d by • ypt;, 9f '-1 to detenaiDe that
the .-oUDt of $14~,JO' for clo••d c~rcuit

televi.ion expeD••• wa. aD ~·~d cODtri­
»uticm !:»y Cbe Bo.t C~t~.e to the
C~t~.. em Az'rllDgtlaeDt. aDd i. repayable
to the UDJ.t•• sue•• 'tnta8uzy. III addit.ion,
tb. ca.m!te.e .bou1d file aD ..-aded di.·
clo.ure report uad it-m.•• tbi. iD-~d
cODtr~uticm•

C~.8iOD.r. A1k4lD8, JlaDcmalcl, Jlc:Garry ,
aDd 'l'hoaa. voted .!f1naa~iv.ly foZ' the :
deci.iOD; Ca-mi••iOD.r Elliott di••ented •

R.eid.4 by • yet' 9: 4-1 to dete~D. that
the .-DUDt of $22,416 relattDg Co eDter­
taiDatIDt expeD.e•.ill the Sail Ar.a was aD
iD-~d contributicm by t:1le Bo.t Co=U.tt••
to the C~tt•• OD Az'raDgtlaeDt. uad i.
repayable to the United Stat•• Tre••ury.
Xc additiOD, the C~t.t.e .hould file aD

amended di.clo.ure report uad it.-ize this
iJ1-kiDd cODtr!»ution.

Co=U.••ionera Aiken., McDcmald., McGarry, aDd
Tha.aa voted affi~tiv.ly for the decision;
C~.sioD.r Elliott di••ented.

5. P.eid.d by • VAt. 9£ 4-1 to d.t.~e that the
aaount of $117, 732 repr••tmtiDg payaent. to
producer., director., aDd production .taff v••
aD iD-kiDd cODtr.i.butiOD by th. B08t C~t:tee
to the C~tt•• em Az'raDgeaeJlt.8 and i. repay­
ebl. t.o the UDJ.ted Stat•• Tr•••uzy. 1D addition,
tbe C~tt.e .hou~d file aD aneaded di.cloaure
report aDd itaa.ise t.A:i.. iD-JciDd cODtributicm.

Cc:.ai••icmer. Aiken., IIcDoDald, McGarry, aDd
T~. voted affi~tively for tbe deci8iOD:
C~••iOD.r Elliott di••ent.ed.

(contiDued)
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6 • plcid.d by • v0ti. af 4 -1 to determin. that the
amount of $87,638 for ~.cell&D'ou. axpen•••
•••oci.ted with t.l~i.1QD production wa. an
in-kind contribution by the Boat Committee to
th. Ca-mitt•• OD A%raDg..-nt. aDd i. repayable
to th. Unit.d Stat•• '1T•••w:y. %D acldition,
th. Committe. ahould fila aD amended di8clo.ure
report and 1t.-1•• tb1. iD-~ contribution.

Commi••iODer. Aiktma, 1IcDoDa14, McGarry, and
Thoma. voted affi:.ati••ly for the decision;
Commi••iODer Elliott diaaeDte4.

7. p.cid.4 by • vAte pf 4-1 to approve R.camm.h­
dation IS, a•••t forth on Page 47 of Agenda
Documcot No. 97-84.

Commi••ioDer8 Aiken., McDonald, McGarry, and
Thomas voted .ff~~tiv.ly for ~e decision;
Commi••ioner Elliott ~••eDted.
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neCE1VED
FEDERAL ELECTION

COMMISSION
I,UDIT DIVISION

FEDERAL ELECTION c<HutJassUJJ~7 AM '91
WASHINGTON. 0 C. 204b3

November 19, 1997

MEMORANDUM

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

THROUGH: John C. ~u in
StaffDi'ec

FROM: Lawrence. NOble//J·
General C unsel r v

Kim L. Bhght-Coleman~
Associate\Oeneral Counsel

Lorenzo Holloway ~~ ·
Assistant General Counsel

J. Duane Pugh Jr. ~
Attorney ~

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

The Office ofGeneral Ccunsel has reviewed the proposed Audit Report on the
Committee on Arrangements for the 1996 Republican National Convention (the
'·Committee on Arranyements"), which was submitted to this Office on October 17, 1997
on an expedited basis. This nlemorandum presents our cOlnnlcnls on the proposed Audit
Report.2 Some of the issues discussed in the proposed Audit Rcporl 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.
changes may be made as the proposed Audit Report is referenced.
2 Uccuusc the proposed Audit RCl>Ort concents the audit of it convention couuniUc:c. wc rcc.;ommcnd
that the Commission consider this document in open session in accordance with 11 C.f.R. §§ 9008.11.
9007.I(e)( I) and 9038.1(e)( I).
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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")? 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.

4
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.

..o
7

I . IN-KIND CONTRIBUTIONS FROM THE HOST COMMI'ITEE AND THE
~CITY OF SAN DIEGO (II, A, 1, a through cr

•e
2
c;
...r

The proposed Audit Report concludes that the Host Committee expended a total
ofS2,226,700 for purposes not permitted under 11 C.F.R. § 9008.52(c).6 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)(I).

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)(I). 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)(I). Pursuant t9 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 vrith 11 C.F.R. § 9008.52 or its acceptance of a contribution from an
illlpermissible source. See II C.F.R. § 9008.12(b)(7). The Explana/ion and JustificQ/ion
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.
4 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.
S Parenthetical references are to the relevant section of the proposed Audit Report.
b TIle $2,226,700 total comprises three major expenditures: S133,225 for badges, $44,067 for a
voter tabulation system and $2,049,408 for television production services.
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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 ofcities 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 Conlmission to seek a
repayment from the convention committee.

The proposed Audit Report indicates that evidence exists to sho\v 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. § 9008.52.8 The proposed Audit Report on the
Committee on Arrangements includes many of the elements for such a sho\\'ing. 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 Arrangenlents (p. 11). Additionally,
the Audit Division should review available materials for additional information re.1ated to
the Committee on Arrangements' role in the Host Comnlittees 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 to. the unlawful actions ora 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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II. ADDITIONAl., EXPENSES TO CONSIDER (II, A, I, d)

The Committee on Arrangements argues that the Commission should offset any
impennissible 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
\vith 11 C.F.R. § 9008.S2(c).

The Committee on Arrangements' argument raises the question of whether it may
be reimbursed by the Host Committee for expenses pennitted under 11 C.F.R.
§ 9008.52(c). Section 9008.8(b)(I) 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)(I), other
than expenditures for legal and accounting services pursuant to 11 C.F.R. § 9008.8(b)(4)
and for certain computerized infomlation 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. SAN DIEGO CONVENTION & VISITORS BUREAU (II, A, 1, e)

The San Diego Convention & Visitors Bureau ('~ConVis"), which registered as a
host committee,9 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 h~ 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 faclthat ConVis stated that it was registering and reponing 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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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 ofpromoting the city of San Diego as a
convention and tourist center. In addition to its receipt of tax funds, 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.S3(b)(I) (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 conunittees). Accordingly,
ifConVis 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 nlunicipal fund or a host
committee.10

IV. IN-KIND CONTRIBUTIONS FROM THE REPUBLICAN NATIONAL
COMMITTEE (II, 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 conventionII 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 conv~ntionhighlights
and segments about individuals appearing at the convention and therefore were
convention expenses pursuant to 11 C.F.R. § 9008.7(a)(4).12

~.

In the event the Audit Division concludes that any of ConVis's expenditures or acceptance of
contributions is not in accordance with II C.F.R. § 9008.52 or II 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 II C.F.R. § 9008.52(c)(I). For example, Mr.
Saniga states that ConVis spent S13,686 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)( I).
II The proposed Audit Report allocates four-fifths of tile RNC's $112,500 expenditure to the four
r:rograms that were broadcast during the convention of the five total progrmns, or $90,000.

2 Similarly, the proposed Audit Report concludes that the SI,418,130 spent by the Committee on
Arrangements for television coverage is a convention expense within II C.F.R. § 9008.7(a)(4).
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The Office of Genernl Counsel concurs with the proposed Audit Report's
conclusion. The Explanation andJustification 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 candid~'tc, but is also lIsed to conduct ongoing party business, 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
cOllullittee 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." Id. 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 ne\vs programs. However, the GOP-TV programs do not
qualify for the news coverage exemption from the definition ofcontribution established
in II 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 ofa general pattern ofcampaign-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. 13 Therefore,
pursuant to II 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 II C.F.R.
§ IOO.7(b)(2)(ii), the proposed Audit Report has not considered whether the GOP-TV coverage complies
with 11 C.F.R. § IOO.7{b)(2)(i).
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June 26.. 1998

Mr. Alec Poitevint, Treasurer
1996 Committee on Arrangements for
the Republican National Convention

228 South Washing'ton 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 ofthis report, the Commission may pursue any of the .­
matters discussed in an enforcement action.

In accordance with 11 CFR 9008.12(a)(I) 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 vnitten 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 detennination, please contact Kim L. Bright-Coleman of the Office of
General Counsel at (202) 219-3690 or toll free at (800) 42A-9530. If the Committee does
not dispute this detennination within the 60 day period provided, it will be considered
fmal.
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The Commission approved Audit Report will be placed on the public record on
July 6, 1998. Should you have aDY questions regarding the public release ofthis repon,
please contact Ron Harris ofthe Commission's Press Office at (202) 694-1220.

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

Assistant StaffDirector
Audit Division

cc: Bobby R. Burchfield
Attachment as stated

..
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