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there was nothing in the Act or Commission regulations that would preclude the City of
Dallas from creating and utilizing such a fund. However, 11 CFR §9008.53 was
promulgated after that Advisory Opinion. Although there is still nothing to preclude a
municipality from creating a similar type of fund. the regulations are specific on how the
money to be used in connection with a Presidential Nominating Convention is to be

raised and how the fund is to be operated.

The City also makes reference to AO 1983-20. That opinion dealt with
Independent Expenditures which advocated the defeat of a presidential candidate. We

-assume that the City meant to make reference to AO 1983-29 that dealt with the use of

the San Francisco Convention Promotion and Services Fund to provide facilities and
services for the 1984 Democratic National Convention. The Commission concluded in
this instance that the facts were indistinguishable from AO 1982-27 and thus would be

allowed.

Further, the response notes that while the Audit staff quotes the
Memorandum of Agreement between the City and the Host Committee,

...it fails to include key elements of this provision when it surmises the fund ‘appears’ to
be restricted. Directly rebutting this ‘appearance’ are the provisions of its creation. First.
the express language mandates ‘This Fund shall be a separate fund or account as referred
toin 11 C.F.R. 9008.53(b).’ Both the City and the Host Committee recognized and
agreed to the account being created and administered within the restrictions of 11 C.F.R.
9008.53 which mandates an unrestricted account. Second, the City expressly provided
that the City ‘may transfer’ to the Host Committee funds ‘solely in connection with the
performance of obligations under the Site City Agreement ..." The words ‘mav transfer’
reserve all authority to the City and directly contradict the staffs assertion, without
substantiation. that the City was “required’ to transfer ali funds. [emphasis in original]

The Audit staff is fully aware of the wording contained in the
Memorandum of Agreement between the City and the Host Committee and quoted it in
the Exit Conference Memorandum. Our conclusions regarding the Events Fund and the
fact that it appears to have been restricted to the Republican National Convention are
based on the information referred to previously in this report. We do not dispute that the
agreement refers to 11 CFR §9008.53 or that it says the City “may transfer™ funds, but
the inclusion of this wording in the agreement does not establish that the fund was

unrestricted.

The City further believes “[t]hat an unrestricted account as expressly
provided for in the Memorandum of Agreement and as observed in practice by the City
could *appear’ to be restricted from the letters of third parties is just not credible. ... [t}he
City of San Diego sent each donor a confirming letter that expressly acknowledged the
donation and expressly provided “vour funds will help the City of San Diego defray its
financial obligations as the Host City for national conventions.’”
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The Audit staff does not believe that a letter sent to a donor after the fact
alters the donor’s designation of how funds were to be used. The City states that the
notion that an unrestricted account as expressly provided for could appear to be restricted
from the letters of third parties is just not credible. Rather, the City appears to suggest
that the Audit staff should rely solely on the language of the thank you letters and the
Memorandum. The Audit staff notes that the Government Auditing Standards state in
part that [e]vidence obtained from a credible third party is more competent than that
secured from the auditee.” The donors’ designations accompanying the donations are a
credible source. The Commission’s regulations place great importance on contributor
designations of contributions to specific elections.

The City also states that:

To the extent third party donors believed their contributions would be used for the
Republican National Convention, they were logical but mistaken, as shown by the
sample acknowiedgment letter. The critical element is the activity of the City of San
Diego and not the belief of donors. 11 C.F.R. 9008.53(b)(1)(i) mandates that the
separate account be ““not restricted,” but this limitation can only be assessed by the
activities of the City, which are clear from both paper and practice.

As will be discussed below, many of the donations were accompanied by
correspondence that contained not just an indication of the donors belief that the funds
would be used for the 1996 Republican National Convention, but a designation of the
funds for that purpose. Further, the facts suggest that the City in fact carried out their
belief or instruction in that all moneys of the Events Fund were transferred to the Host
Committee for use in connection with Convention.

The City also argues that:

The staff makes much of the fact that all funds in the account were transferred to the Host
Committee and that a list of 235 donors has a column head of ‘RNC Donors’ and
notations of ‘RNC contributions.” Significantly, this list is dated October 22, 1996, long
after the August 12-15, 1996, convention. and as the declaration of the Deputy City
Manager confirms, it is simply a list generated by staff and does nothing to diminish the
complete control the City retained over the Civic Events Fund and the funds it contained.

In our opinion, a list dated approximately two months after the Convention
is an indication that these contributions were intended for and were in fact used for the
Republican National Convention. That the list was titled “RNC Donors™ and “RNC
contributions” suggests that the staff person(s) who prepared this list was aware that the
fund had been used for the benefit of the Convention.

The City also attempts to downplay the letter from the Executive Assistant
to the Chairman of the Host Committee to a City official by saying that it

...expresses his understanding of transfers. again. does nothing to diminish the City's
control over the account. 11 C.F.R. 9008.53(b) !)does not in any way limit transfers to
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a Host Committee, rather it mandates that control be maintained by the City. Hence the
staff"s conclusion that the Host Committee could ‘direct’ a transfer is simply erroneous.
Indeed, the contract calling for such transfers was purposefully framed in the permissive
(‘' may transfer’) and the transfers were withheld when questions arose over use of the
expenditure or legality of the contribution. All documentation confirms that the City
miaintained unrestricted control over the account, as acknowledged in Memorandum of
Agreement Section 4, confirmed by the August 9, 1995, letter of the City Manager to the
Executive Director of the Host Committee. In practice the City would hold up certain
transfers pending clarification of purpose or advise from counsel on the legality of the

donation.

The Audit staff does not argue that the City ccatrolled the moneys
deposited in the Events Fund. Control is not a factor in the regulation. Rather the
regulation simply states that the fund cannot be restricted to use in connection with any
particular convention. However, we do believe that the documentation available
demonstrates that the parties involved, as well as the donors, were aware that the moneys
being deposited in the Events Fund were to be used in connection with the 1996
Republican National Convention. We also acknowledge that in two instances, the City
delayed transferring donations to the Host Committee. As noted by the City, one of the
delays was due to uncertainty about the acceptability of the donations. There is no
indication of the City ever withholding moneys from the Host Committee because some
use of the funds other than the 1996 Republican National Convention was being

contemplated.

The letter to the Host Committee which is referenced states, in relevant
part, that “As you are aware, the funds transferred to the San Diego Host Committee in
accordance with Section 4 of the Memorandum are to be used exclusively for the public
purpose of defraying costs for public facilities and related support services necessary for
the conduct of the 1996 Republican National Convention. They are not to be expended
on budget items that are not for exclusively public purposes, such as a contribution to or
expenditures for any candidate or political committee.” Aithough this does not establish
that all funds in the Events Fund were required to be transferred to the Host Committee. it
does make it clear that funds that were transferred were to be used exclusively for the
Convention. This, in conjunction with the fact that all funds collected were so
transferred, leaves little doubt that the Events Fund was. in fact, restricted for use in the

Convention.

The declaration from the Deputy City Manager also addresses the issue of
whether the Events Fund was restricted to the 1996 Republican National Convention. He
addresses many of the same issues that are discussed above and adds that:

The Civic Events Fund, Account No. 90501, is still an active account and the City
Manager plans to use it for receipts and disbursements necessary to host the 1998 Super
Bowl, which is another civic event for which the City of San Diego has specified

obligations-
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The fact that the Events Fund exists today. albeit dormant. fails to
establish that it was not restricted for use in connection with the 1996 Republican
National Convention during the period before. during and some time after the
Convention. This clearly does not outweigh the substantial evidence presented above.
The Events Fund was established for the Convention, all funds received by the Events
Fund were dedicated to the Convention, and as will be explained below. funds were
solicited for and many of the donations were designated by the donor for the Convention.
The staff concludes that, taken together, these facts establish that the Civic Events Fund
Account 90501 was in practice restricted to use in connection with the 1996 Republican

National Convention.

D. DONATIONS SOLICITED AND DESIGNATED FOR USE
IN CONNECTION TO A PARTICULAR CONVENTION

With respect to solicitations associated with the receipt of donations to the
Events Fund, it seemed clear that the Host Committee performed some solicitation and
representatives of the City performed some. Other than the written solicitation mentioned
in the background discussion, there was no documentation provided to establish what
potential donors were told concerning their donations to the Events Fund. It does appear
that they were told that the donations could qualify as a charitable deduction if made to
the Events Fund rather than to the Host Committee'. Further, the Audit staff assumed
that if a donor was approached by the Host Committee for the 1996 Republican National
Convention, the donor would reasonably believe that any donation made, whether to the
City or the Host Committee, would be related to the Convention.

Although the Audit staff has no record of the solicitation methods used by
officials of the City, some documentation was available which established that these
donors also expected their funds to be used for the 1996 Republican National
Convention. For example, the letter accompanying one check stated, ““[a]s we discussed.
enclosed is our check in the amount of $10.000 payable to the City of San Diego Host
Committee Fund to assist in meeting the city’s obligation to the Republican National
Convention. As I understand the situation, we will also receive two tickets for the City of
San Diego Gala in July. I am in receipt of the letter. signed by you and others. relative to
the July 2 meeting in the Mayor's office. In that we have made this contribution, I see no
need to attend the meeting. Please use our invitation for another likely prospect.” Thus,
this individual appears to have been solicited by the City for a donation to aid with the
Convention.

There were also two letters addressed to the Mayor which indicated that
the donor was aware that, or instructed that. the donation be used to benefit the
Convention. One stated. in part. “[c]ongratulations on vour successful efforts to have the
1996 Republican National Convention held in San Diego. As promised. enclosed is my

" The tax consequences of donations to the Events Fund are not within the Commission’s
jurisdiction.

Page 46




LAGR-EM L IPIDe S N« s

personal check. made payable to the San Diego City’s Municipal Fund in the amount of
$500.000. It is to be used for improvements to the convention Center in connection with
the 1996 Republican National Convention.” The other stated, in part. “[a]ttached is a
check for San Diego and the Host Committee for the Republican convention. Itis a
pleasure for us to be of assistance to you in your efforts to produce a great convention.”

One piece of correspondence accompanying a check stated that “I am
pleased to enclose a check for $100,000 indicating support for the August 1996
Republican National Convention to be held in San Diego. We look forward to an
interesting convention this year.” Another letter stated *“[e]nclosed please find a check in
the amount of $75,000 as a contribution to City of San Diego Convention fund to offset
partially the City’s expenses in hosting the 1996 Republican Mational Convention.™ Still
another piece of correspondence stated “[e]nclosed is a ... check in the amount of
$100,000 payable to the City of San Diego to help support the Host Committee Fund ...
for the 1996 Republican National Convention.” Finally, one letter stated that “[a]s a
sponsor of the 1996 Republican National Convention, I am pleased to forward to you the
enclosed check ... for fifty thousand dollars.”

Correspondence or notations on donor checks accompanied donations
totaling $2,601,000 to the Events Fund which designated the donation for the benefit of
the 1996 Republican National Convention. As stated previously, although there was no
record of what donors were told, the correspondence described above indicated that the
Host Committee was involved in raising funds for the Events Fund, and that the money
was solicited for, and donations were designated for, the 1996 Republican National

Convention.

As noted earlier, for all donations deposited in the Events Fund. the donor
was sent a form letter which stated, in part, “[t]hank you for your check ... payable to the
City of San Diego. Although no goods or services were (or will be) provided in
consideration for your payment to the City, vour funds will help the City of San Diego
defray its financial obligations as the Host City for national conventions.” An official of
the City told the Audit staff that regardless of what a donor believed the donation to be
for, this letter was sent to the donors to make it clear to them that the funds were not
restricted and could be used for any convention. In response to a conference with a
member of the Audit staff, an attorney for the City wrote that “...to ensure that each donor
understood that each donation to the City's fund was unrestricted, the City sent each
donor an acknowledgment letter. This letter expressly confirms that the funds are
unrestricted and will be used to defray financial obligations for 'national conventions.’
While the Republican National Convention had contracted for certain public services
under the Site City Agreement, to the extent that public facilities and services were
provided in an efficient and attractive manner. such provisions clearly benefit the City in
attracting other national conventions. Moreover. the City fund remains open and viable

for use in providing other public events.”
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However, this after the fact letter did not expressly confirm that the funds
were not designated by the donor and did not alter what appeared to have been the
donor’s clear understanding and intent at the time of the donation. Further. regardless of
the representation in the acknowledgment letter, the record indicated that the Events Fund
was dedicated to the Republican National Convention.

In the Exit Conference Memorandum, the Audit staff recommended that
the City provide any documentation and relevant comments which it felt demonstrated
that the funds received were not solicited or designated for use in connection with the

1996 Republican National Convention.

In response to this section of the Exit Conference Memorandum. the City
begins by stating that:

The staff candidly concedes there is no documentation to establish what contributors
were told concerning their contributions, yet from the statements of the donors, not the
City or the Host Committee, the staff speculates from the mere impressions of donors
that the ‘contributions were restricted to the 1996 Republican National Convention.’
Such a statement is incomplete at best and misleading at worst. First, there clearly is
documentation on what all contributors to the Civic Events Fund were told. Each
received the same letter... The letter expressly states that the contributions would go to

fulfill obligations incurred for ‘national conventions.’

The City's response places great emphasis oi1 ine letter that each donor
received which informed them that their donations would be used to help defray the
City’s obligations “for national conventions™. However, as explained above, the
notations on many of the donations make clear the donors’ intent. and the City later in its
response acknowledges that “[o]f course, given the fact that San Diego is the Host City
and the fact that there is only one national convention being hosted. it is naive to think
that contributors would not assume that their contributions to the Civic Events Fund
would not indirectlv benefit the Republican National Convention. [emphasis in original]”
As established above, 100% of the funds raised for the Events Fund were for the direct
benefit of the Convention effort. Further. this letter does not contain language that would
dispel any confusion that a donor may have experienced, and does not negate the specific
designations that accompanied many of the donations.

With regard to how funds were solicited for the Events Fund and what
contributors were told, the City notes:

While the bulk of the contributions were raised through the activities of the Host
Committee, the solicitations that the City of San Diego participated in were directed at its
role as host city and not any particular convention. Attached as Exhibit D is a form letter
used to solicit participation for a luncheon in the Mavor's Office. The ietter states the
basic fact of San Diego being the Host City but solicits participation “to showcase our
great citn” and not to channel contributions to a particular convention.
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The letter referenced by the City was on the Host Committee’s letterhead
and was fiom the Mavyor. the Chair of the Host Committec. and four members of
Congress. The solicitation states. in part. that:

As a distinguished member of San Diego’s business and community leadership. we want
you to join all of us for a luncheon in the Mayor’s office on Tuesdav. July 2, 1996.

As you know, San Diego has the honor of being the host city for the 1996 Republican

National Convention this August. Three U.S. cities will shine in the glow of the national
and international spotlight this summer - Atlanta, hosting the Olympics; Chicago. hosting
the Democratic convention, and our home town of San Diego, serving as host to the 1996

Republican National Convention.

We want you to be a part of this rare opportunity to showcase our great city. Our goal is
to involve San Diego’s key leaders at the highest level in this effort. The Host
Committee is already 75% toward its goal of raising $12 miliion dollars to host this
spectacular event. Your participation, as a leading member of the San Diego community.

is vital 1o our overall success.

The letter was from the Mayor of San Diego, but the solicitation was on
behalf of the Host Committee. The text leaves no doubt for which convention effort
funds are being solicited. The City did. not provide any response devices or other pages
accompanying the letter, if any. Therefore, we do not kncw what donors were told
concerning donations to the City of San Diego. However, the record does show that
donations to the Events Fund were received as a result of this solicitation. It is safe to
assume that, absent other materials. if a person made a donation to the Events Fund in
response to such a solicitation. there would be little doubt that the funds would be used to
support the City's role in the 1996 Republican National Convention.

There are two requirements placed on a municipal fund at.11 CFR
§9008.53(b)(1). First, that the fund may not be restricted to use with any particular
convention, and second. donations to the fund may not be solicited or designated for use
in connection with any particular convention. event or activity. The first of the
requirements is discussed in the previous section. the second here. As for solicitation,
only two written solicitations were made available. The letter discussed above clearly
solicits funds to be used in connection with the Convention. The other is a Host
Committee package that is submitted with two sheets that explain that individuals may be
able to take a charitable donation tax deduction if their donation is made to the City's
Events Fund. Again, this package leaves no doubt that funds are being solicited for use
in connection with the 1996 Republican National Convention. To the extent that these
solicitations were used to solicit donations for the Events Fund, the donations were
solicited for use in connection with the Convention.

The donor. not the Events Fund. makes the designation of donations for
use in connection with a particular convention. event. or activity. As noted in the Exit
Conference Memorandum, donations to the Events Fund totaling $2.6 million include
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some notation from the donor designating the funds for use in connection the 1996
Republican National Convention.

Given the above, the staff concludes that donations were both solicited
specifically for use in connection with the Convention and donations were received that
the donor designated for that purpose. The vague wording in the Events Fund's
acknowledgment letter does not alter either of these facts.

In a final comment the City contends that:

While the Civic Events Fund remains unrestricted, the allowances and restrictions of i1
C.F.R. 9008.53 are internally inconsistent. At Subsection (b)(1) of the regulation. a city
is expressly allowed to create a separate fund to pay for all “zxpenses listed in 11 C.F.R.
9008.52(c),” which includes providing ‘the national committee use of an auditorium’
(emphasis in original). Obviously this means only one national committee unless the
host city were the host city of all nominating conventions. Section 9008.53(b)(1)(ii) then
prohibits the fund’s use to ‘any particular convention." Hence the regulation authorizes
both a fund and expenditures for hosting a ‘national committee’ conducting a nominating
convention while at the same time it prohibits expenditures for a *particular convention.’
This ignores the reality that a ‘national committee’ conducting a convention and a
‘particular convention’ are one and the same in the eyes of both host cities and donors
who wish to showcase their city.

The February 1996 issue of the Record which the City referred to earlier
notes that if such a fund is established, then it ...must be intended to promote the city and
attract political and nonpolitical conventions to the city generally. and not established
solely to provide services to the nominating convention. In aadition. donations to the
municipal fund cannot be earmarked in any way or intended for any particular
convention, event. or activity.” In addition. the Explanation and Justification for 11 CFR
§9008.53 explains that “[f]irst, the fund must have been created to attract conventions and
events to the locality on a broad scale, and cannot have been established for the sole
purpose of providing services and facilities to the nominating convention. Second,
donations to the fund must be unrestricted and may not be designated for any particular
use, including the nominating convention.” These two publications make clear that any
participation of a municipal fund in financing convention expenses must be part of a
specific effort that the city makes to attract events and functions of various types: not as
was done in the instant case, an effort to raise funds for a particular convention. The
event specific activities of the community are to be handled by the host committee which
insures that those activities, and donations to support them. will be disclosed. Using a
non-reporting municipal fund to solicit convention specific donations thwarts the
disclosure of the source of convention funding. When the requirements of 11 CFR
§9008.53 are viewed as described above. they are limiting. but not contradictory.

E. HOST COMMITTEE RELATIONSHIP

The Regulations at 11 CFR §9008.53(b) regarding donations to
municipalities and government agencies do not directly apply to host committees. The

Page 50



[ o P a]

pat el

N o Wk L T o T T T8

primary requirement for host committees regarding the receipt of donations is that the
donors must be from the Metropolitan Area of the Host City. As discussed above, the
Audit staff believes that donations received by the Events Fund did not comply with 11
CFR §9008.53(b). The Host Committee believes that it had no responsibility to insure
that funds forwarded by the Events Fund complied with these regulations and it was the
City’s obligation to screen those donations, and all the Host Committee needed to be
concerned with was that the City was local.

However, given the Host Committee’s involvement in raising donations
for the Events Fund, the Audit staff does not believe it can insulate itself from the Events
Fund’s activity. The documentation available for the Events Fund shows that the Host
Committee originally received at least $3,507,450 in donations for the Events Fund that it
then forwarded to the City for deposit. As noted above, as of December 30. 1996 all
funds deposited by the Events Fund were transferred to the Host Committee. Of this
amount, $343,600 appeared to be from outside of the San Diego Metropolitan Area. The
Host Committee should have been aware that at least this amount was not from local

sources.

Further, there is little doubt that the Host Committee was aware that all
funds deposited in the Events Fund were to be sent to it. For all the donations received
by the Host Committee and sent to the City, a memorandum was sent which asked that
the amount be transferred back as soon as possible. It appears that the City was using the
Events Fund as a depository for donations that were routed through the City of San
Diego. Therefore, the Host Committee was aware that the Events Fund was being
restricted for use in connection with the 1996 Republican National Convention.

The Host Committee stated that with respect to the donations it solicited.
its chief fundraiser was careful to inform donors that although they could donate to the
City, the donations could not be earmarked for the Republican National Convention.
Although the Audit staff was unable to verify what donors were told at the time of the
solicitation, a total of $1,606,100 of the donations forwarded by the Host Committee
were accompanied by correspondence or notations indicating that the donation was for
the benefit of the 1996 Republican National Convention.

Therefore, although 11 CFR §9008.53(b) applies to municipalities and
government agencies. it appears that the Host Committee was involved with officials of
the City in raising money for the Events Fund, was aware of how money was raised for
the account, and was aware of the donor designations. The Audit staff believes that for
the above reasons, the Host Committee was. or should have been, aware that funds
forwarded to it from the Events Fund were not raised in accordance with the regulation
and should not have been accepted.

In the Exit Conference Memorandum. the Audit staff recommended that
the Host Committee provide any relevant comments and documentation that it feels
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demonstrated that the it had no accountability for the donations deposited in the Events
Fund and later transferred.

In response, the Host Committee states that it received about $24.000.000
from all sources and that the Audit staff was unable to find any instances where it
received any contributions deemed to be impermissible under the host committee
regulations. Instead. it states that our focus is on certain contributions received by the
City and that the Host Committee is being held “...vicariously responsible for some of the
funds that are alleged to have been improperly raised. collected and accounted for by the
City.” The Host Committee states that:

For the reasons stated below, the Committee assumes no responsibility for the activities
of the City. ... For the record, however, the Committee does not believe that the City
violated FEC rules applicabie to municipalities (see 11 C.F.R. § 9008.53). ... The
Committee strongly disagrees with the Audit Staff’s theory of vicarious responsibility.
First, the Committee, the City and the COA all retained separate legal counsel and
accountants. The City of San Diego was represented by the San Diego City Attorney's
office and outside Washington, D.C. election law counsel at a very early stage. While it
is true that all three entities were engaged in a common enterprise -- the financing of the
1996 Republican National Convention in San Diego -- the three groups were independent
and at arm’s lengths as is evidenced by the lengthy negotiations of the Site City
Agreement, the Memorandum Agreement between the Committee and the City. and the
often touchy negotiations with respect to responsibility for raising and spending funds.
Moreover, since the City answered directly to the San Diego City Council, it was .
virtually impossible for the Coinmittee to use the City's Events Fund ‘as a Committee

depository.'

A contributor’s decision as to whether or not to contribute to the Committee or the City
was primarily based on tax considerations. Individuals tended tc contribute to the City
while businesses tended to contribute to the Committee. Some contributors, moreover,
chose to contribute to the City as a matter of civic pride. Checks naming the City as
pavee, but received by the Committee, were sent to the City for handling. The fact that
the Committee forwarded checks to their proper.destination does not make the
Committee responsible for them. Onlyv checks deposited in the Committee’s account
were fully screened by the Committee.

The issue of donations from non-local individuals has aiready been
addressed and the legally distinct nature of the three entities involved is not at issue.
According to the Host Committee. the primary consideration for most of the donors when
deciding which entity to donate to was whether or not the donation would be tax
deductible. Solicitation material states that donations from individuals would only be tax
deductible if made to the City of San Diego. If this were an accurate statement, it would
suggest that the two entities, although legally distinct, were two sides of the same coin. It
has already been shown that some donations to each organization were generated by the
same solicitations. and that many of the donations to the Events Fund were routed
through the Host Committee. some containing distinct donor designations for the
Convention. before being deposited by the Events Fund and transferred back to the Host
Committee. In such a situation it is apparent that the Host Committee was aware of the
source of the donations it was receiving from the Events Fund. Therefore. the Host
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Committee should be responsible for accepting those donations that do not meet the
regulatory standards.

The Host Committee further states that:

The Audit Staff alludes to solicitation materials which instructzd contributors to the City
to send their contributions to the Committee. However, the Committee’s understanding
is that those materials were early drafts and were never used. The Committee’s final
solicitation materials that were used are attached as Exhibit 5 hereto.

The additional solicitation material provided by the Host Committee is
different from that obtained during audit fieldwork. The solicitation material provided
contains seven pages of information about the San Diego area and its role in hosting the
1996 Republican National Convention. There is an additional page entitled “Tax Exempt
Status” which deals with contributions to the Host Committee and states that those
contributions are not tax deductible as charitable contributions. The final page is titled
“Charitable Contributions™ and states, in part, that “Charitable contributions may be made
to the City of San Diego with respect to its role as host to the 1996 Republican National
Convention. Contributions to the City of San Diego for this exclusive public purpose are
deductible as charitable contributions... The checks or separate transmittal, should
designate that the gift to the city is for the ‘Host Committee Fund’, Account No. 90501.”
Unlike the earlier version, the mailing address for the City is then provided. Although the
instruction on this example is different, it is still clear that many of the donations to the
Events Fund were routed through the Host Committee.
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Attachment .
Page 1 nf 8

BEFORE THE FEDERAL ELECTION COMM15SION

In the Matter of

)
)
San Diego Host Committee/Sail ) Agenda Document #97-u3
to Victory San Diego '96. )
CERTIFICATION

I, Mary W. Dove, recording secretary f{or Lhe Kederal

Election Commission open meeting on Thursday, January 22,

1998, do hereby certify that the Commiseion decided by a

vote of 5-0 to take the following action on Lhe above-
captioned matter:

Allow the amount of $44,067, under Lhe

category of II. B. AT&T, as set forth on
pages 9 and 10 of Agenda Document #947-83,

as an expense of the San Diego Hostl
Comnittee/Sail to Victory San Dieyo 'Y6.

Commissioners Aikens, Elliott, McDonald, McGarry, and

voted affirmatively for the decision.

Attest:

</ ‘t) (

Thomas

23 /778 Aﬁ?ﬁé AP
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Attachment 1
Page 2 of 8

BEFORE THE FEDERAL ELECTION COMMISSION

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

AMENDED CERTIFICATION

I, Mary W. Dove, recording secretary for the Federal

‘"Election Commission open meeting on Thursday, April 16,

1998, do hereby certify that the Commission took the follow-

ing actions on the above-captioned matter:

1. Decided by a vote of 4-1 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. 97-84.

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

2. Failed in a vote of 3-2 to pass a motion
to approve Recommendation #1, as set forth
in Agenda Document No. 97-84, as amended.

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

(continued)
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Attachment 1
Page 3 of 8

Federal Election Commission Page 2
Certification for Committee on

Arrangements for the 1996

Republican National Convention
Thursday, April 16, 1998

Decided 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.

Decided by a vote of 5-0 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-

Decided by a vote of 5-0 to reject Recommen-
dation #2, as set forth in Agenda Document

No. 97-84.

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

(continued)
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Federal Election Commission Page 3
Certification for Committee on

Arrangements for the 1996

Republican National Convention
Thursday, April 16, 1998

Failed in a vote of 3-2 to pass a

motion to approve 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.

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

Fajled in 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.

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

Decided by a vote of 4-1 to 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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Federal Election Commission Page 4

Certification for Committee on
Arrangements for the 1996
Republican National Convention

Thursday, April 16, 1998

-0 to pass a motion

9.
to approve Recommendation #4, as set forth
in Agenda Document No. 97-84.
Commissioners Aikens, Elliott, McDonald,
McGarry, and Thomas voted affirmatively
for this decision.
Attest:
U 20
Date

Page 39




Attachment 1
Page 6 of 8

BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of
Agenda Documents No. 97-84,

No. 97-84-A, No. 97-84-C,

Committee on Arrangements for
and No. 97-84-D.

the 1996 Republican National
Convention.

AMENDED CERTIFICATION

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 focllowing

actions on the above-captioned matter:

1. v -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.

v -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 file 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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Federal Election Commission Page 2

Certification for Committee on
Arrangements for the 1996
Republican National Convention

Thursday, April 23, 1998

3. Decided by a vote of 4-1 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 file an amended dis-
closure report and itemize this in-kind

contribution.

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

4, d 4 =1 to determine that
the amount of $22,416 relating to enter-
tainment expenses in the Sail Area 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. Decided 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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Federal Election Commission Page 3
Certification for Committee on

Arrangements for the 1996

Republican National Convention
Thursday, April 23, 1998

6. Decided by a vote of 4-1 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. Decided by 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;
Commissioner Elliott dissented.

Attest:

. ) /
30 /199258 tZZng- :/}A/M

Date Mayy W. Dove
Administrative Assistant
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ALLOCATION OF NASH CONTRACT
Based On Commission Voles of April 16 amd 23, 1998

Attachment 2

Decorations/Music

Labor/Equipment
Closed Circuit TV

Sail Area

Miscellaneous

Indirect Cost

Host | |coa

Host| coa |

Host | coa |

| con |

Host | coa |

Host | coa |

Host | coa

$540,345
$77,595
$3,000
$62,102
$200
$90.511
$73,748
$130,442
$56,651
$5,250
$10,844

$21,788
$73,864
$23.610
$8,819
$2,241
$81,055
$174,749
$5.665

$38,500
$22,790

$528.610 /

$49.032 /

$77.595 /

$26.684 /

$40,000 7/
$18,750 7/
$39,016 7/

$8.438 7/

$6.442 7/
$6.163 7/

$11.735 &

$3.000 &/
$56,781 &
$200 5/
$90,511

$56,651
$5.250 5/

Host
$20,000

$25,000 1/

$5.570 /|
$15,000 /,

$6,250 7/

$5,321

$73,748 8/
$138.442 2

$174,749
$5.665

$213 8/

$5112  $29,85¢

$5084  $555

$6,858 $14.93
$39.204 $34.65
$14.174  $9.43
$4504 3431
$902  $1 3
$31,633 $29.42.

$2.163 $1 54
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Attachment 2
ALLOCATION OF NASH CONTRACT

_ _ BasedOnCumﬁssiogVohdeiGll’ld)a.‘lm
Nash Lighting/Rigging | Decorations/Music Labor/Equipment Sail Area Overhead
Total Closed Circuit TV )

tost | Jcoalrost] coa || Host | coa || Hest | coa || Host| coa || most | coa T] ot | coa
!3:.:3 $42.773  $13.581

$5054 33613
$145,299 $145,299
$18,938 $18,935 /
$3.481 $3,481 /
$10,000
$908
$1,220 $1.220
$70,000
$7.008 $7.806 &
$2,691 $2,691 &
$40,842

Miscellaneous indirect Cost

$10,000 &/
$986 &

$70,000 1/

$23.817 $17,025

Total $2,163.084 | $589.900 $0 $0 $153.311  [$147,162 $203,581 $165,299 $22,416 $0 $45,570 ]$186,955 $302,330
otal 2.4

Total Host 1,270,595
Grand Total $2.163.084

* Also Includes #3000-Russell, #10000-Sacramento, #11000-San Diego, #12000-Dole Live, #13000-Fon Du Lac,and #14000-Miami.

$181,278 $165,281

y April 16, 1998 Vote ltem 3 on the Vote Certification
2 April 16, 1998 Vote ltem 4 on the Vote Certitication

k' April 23, 1998 Vote The sum of these amounts ($153,311) olus $3,088 in the Indirect Cost column (32,795 Trans. Fares, and $293 Hntels/Molels) equal $156,399. tem 1. on the Vote Certfication
4/ April 23, 1998 Vole iHtem 2 on the Vote Certification

5i April 23, 1998 Vole The sum of these amounts ($84.772) plus $57.136 in the Indirect Cost column ($2.652 in Transportation, $7,989 in Trans Fares, $29.644 in Hotels/Motels, and $16,851 in Per D
equal $141,308 ltem 3 on the Vote Certification

6/ Aprit 23, 1998 Vote The sum of these amounts is $22.416 item 4 on the Vote Certification

April 23, 1998 Vole  The sum of these figures is $170.629 This amount is $177,732 less a correction documented by the Committee after the Commission’s vote This vote is item 5 on the
Vote Certification

& April 23, 1998 Vote The sum of these amounts is $87.638 ltem 6 on'the Vote Certification.
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FEDERAL ELECTION COMMISSION

WASHINGTON D C 20463

November 19, 1997

TO: Robert J. Costa
Assistant Staff Director
Audit Divisj J

THROUGH: John C. Surk
Staff Dir¢c

FROM: Lawrence M. ,Noble /
General Cougsel

KimL. Brigl'L-Coleman \JK/

Associate General Counsel

Lorenzo Holloway ré QQ .
Assistant General Counsel

J. Duane Pugh Jr. W
Attorney ’

SUBJECT: Proposed Audit Report of the San Diego Host Committee/Sail to Victory
San Diego ‘96 (LRA 504)

The Office of General Counsel has reviewed the proposed Audit Report on the
San Diego Host Committee/Sail to Victory San Diego ‘96 (the “Host Committee™),
V\hlch was submitted to this Office on September 30, 1997 for review on an cxpedned
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 for the 1996 Committee on Arrangements for the Republican

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

changes may be made as the proposed Audit Report 1s referenced.
Because the proposed Audit Report concerns the audit of a host commitiee. we recommend that

the Commission consider this document in open session in accordance with |} C.F.R. §§ 9008.54,
9007.1(eX 1) and 9038.i(ex ).
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Memorandum to Robert J. Costa
Proposed Audit Report of the San Diego Host Committee

Page 2

National Convention (the “Committee on Arrangements’ ")} To the extent our comments
impact the proposed Audn Report on the Committee on Arrangements, that report should
be changed accordingly.

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, pleasc
contact Duane Pugh, the attorney assigned to this review.

L HOST COMMITTEE PAYMENT TO DAVID J. NASH ASSOCIATES,
INC. FOR VARIOUS SERVICES (11, C)°

The proposed Audit Report raises the issue of whether host certain Host
Committee expenditures constitute in-kind contributions to the Committee on
Arrangements that are subject to the convention expenditure limitation. The regulations
promulgated under the Presidential Election Campaign Fund Act (the “Fund Act™)
provide that expenditures made by a host committee shall not be considered expenditures
by a publicly financed national committee conducting the related convention and shall
not count against the convention’s expenditure limitation “provided the funds are spent
in accordance with 11 C.F.R. § 9008.52” 11 C.F.R. § 9008.8(b)(1) (emphasis added).
Thus, the paramount issue in evaluating a host committee expenditure is determining if
the expenditure is in accordance with 11 C.F.R. § 9008.52(c).

Generally, host committee expenditures are aimed at two purposes: promoting the
city (hosting the convention) and its commerce and defraying convention expenses. 44
Fed. Reg. 63,038 (Nov. 1, 1979). For example. the host committee can incur expenscs to
promote the suitability of the city as a convention site and it can incur expenses for
construction at the convention location. 11 C.F.R. § 9008.5(c)(1Xi) and (v). However.
since the national committee receives public funds for convention expenses and.
therefore, is limited in the amount it can expend for the convention, the “{d]efrayal of
convention expenses by a host committee is intended to be a very narrow exception to the
statutory limitation on convention expenses.” 44 Fed. Reg. 63,038 (Nov. I,
1979)emphasis added). Therefore, the list of permitied host committee expenses in 11
C.F.R. § 9008.52(c)(1) must be interpreted narrowly.

Although not stated explicitly in the regulations, the Explanation and Justification
for the convention rules distinguishes between expenditures by a host committee and
those by a convention committee. 44 Fed. Reg. 63.038 (Nov. 1, 1979). In its 1994

} The proposed Audit Report for the Committee on Arrangements was submitted (o thu Office on

Oclober 17, 1997 and is also being reviewed on an expedited basis.
Beuuutlnmolmmofmofm:ummmewdnorunHwCommmeemyrewu n

repayments from Committee on Arrangements pursuani to 11 C.F.R. § 9008.12, the response of both

Committees are considered herein.

i Parenthetical references are to the relevant section of the proposed Audit Report.
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Memorandum to Robert J. Costa
Proposed Audit Report of the San Diego Host Commuttee
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revisions, the Commission intended to continue this distinction. See 59 Fed. Reg. 33.614
(June 29, 1994). This Office concurs in the proposed Audit Report’s approach of
interpreting the exception permitted for host committee expenditures narrowly.

The Host Committee paid $2,163,084° to David J. Nash Associates, Inc. (“Nash")
pursuant to a contract between the Host Committee and Nash for television production
and related services. The proposed Audit Report permits only one category of
expenditures, the construction of the Convention Center’s Sail Area, an outdoor patio on
the roof of the Convention Center designed to accommodate Convention attendees who
could not be accommodated within the Convention Center due to its limited space. The

Sail Area expenditures total $196,032.]

A. Payments for Sail Area Entertainment

Among the Sail Area expenditures permitted by the proposed Audit Report are
expenditures related to entertainment for the Sail Area. With regard to the entertainment
provided in the Sail Area, the Committee on Arrangements explains that the
entertainment was designed to fill in periods of inactivity during the convention
proceedings. The Host Committee’s response maintains that all of the Sail Area
expenditures are permitted by 11 C.F.R. § 9008.52(c)(1)(ii), (v) and (xi).

The Office of General Counsel believes that entertainment expenses are permitted
only under 11 C.F.R. § 9008.52(c)(1)(ii) and only to the extent the entertainment is part
of a reception to welcome convention attendees to the city. See 11 C.F.R.

§ 9008.52(c)(1)(ii). Because the expenses for the entertainment at the Sail Area were part
of the convention proceedings designed to fill in the “lulls” in activity at the podium and
were not part of receptions to welcome convention attendees to San Diego, the expenses
are not host committee expenditures permitted under 11 C.F.R. § 9008.52(c)(1).
Consequently, this Office recommends that the proposed Audit Report be revised to deem
the $18,935 expended for Sail Area entertainment plus the $3,481 for an entertainment
coordinator for the Sail Area entertainment to be a $22,416 contribution to the Committee

on Arrangements.’ .

¢ This figure is from an affidavit submitted by David J. Nash with the Committee on Arrangement’s
response.

? The Office of General Counsel agrees with the proposed Audit Report that 11 C.F.R.

§ 9008.52(c)( 1 Xv) permits the Host Committee expenditures that were related to the construction of the
Sail Area and the various audio-visual systems necessary to broadcast the convention proceedings to those
attendees in the Sail Area. These expenditures constitute the provision of full use of the Convention Center
and the provision of construction for that location, as expressly permitied by 11 C.F.R. § 9008.52(c)} 1 XV).
' The Exit Conference Memorandum did not conclude that the entertainment expenditures related
to the Sail Area were impermissible under 11 C.F.R. § 9008.52(c)(1). However, the Audit Report may
include issues not raised in the Exit Conference Memorandum. 11 C.F.R. §§ 9008.11, 9007.1(d)!)

and 9038.1(d)X(1). The Committee on Arrangements will be provided with an opportunity to address this
issue if it is disputed in the repayment process. 11 C.F.R. §§ 9008.12(c) and 9007.2(f).
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Memorandum to Robert J. Costa
Proposed Audit Report of the San Diego Host Committee
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B. Payments for “Decorations/Music”

The Committee on Arrangements identifies $3,088 of the expenditures attributed
to decorations/music as specifically related to the hotel and transportation costs for the
orchestra. However, the Committees have made no showing that these costs comply with
the requirements in 11 C.F.R. § 9008.52(c)(1)(vi) (local transportation services) and 11
C.F.R. § 9008.52(c)(1)(ix) (hotel rooms). Thus, this Office concurs with the proposed
Audit Report’s conclusion with respect to this category of expenditures. However, with
respect to $3,088 for hotel and transportation costs, we recommend that the proposed
Audit Report be revised to incorporate the relevant regulations.

IL RECEIPTS AND DISBURSEMENTS OF CITY OF SAN DIEGO EVENTS
FUND (III, C and D)

The proposed Audit Report concludes that the City of San Diego’s City Civic
Events Fund (the “Events Fund”)’ was “in practice restricted to use in connection with
the 1996 Republican National Convention,” contrary to 11 C.F.R. § 9008.53(b)(1)(i)
because: (1) the Events Fund was established for the 1996 Republican National
Convention; (2) there was no indication that the Events Fund had been used for any other
purpose or that any donations had been solicited or received for any other event;

(3) Events Fund documents that suggest it was restricted to the 1996 Republican National
Convention; (4) designations from donors to the Events Fund that their donations were to
be used in connection with the 1996 Republican National Convention; and (5) the
contractual arrangement between the Host Committee and the Events Fund pursuant to
which all donations forwarded to the Events Fund by the Host Committee were in turn
donated to the Host Committee.

The City’s response states that “the audit staff accurately assesses that the Civic
Events Funds was set up in connection with the 1996 Republican National Convention.”
but it argues that such an approach is permitted by Advisory Opinions 1982-27 and 1983-
29. With respect to the Events Fund donations forwarded to it by the Host Committee,
the City contends that the contract between it and the host committee was permissive in
allowing the transfer of donations to the Host Committee. Finally, the City states that it
sent each of the Events Fund donors a letter stating that the Events Fund would be used in
connection with “national conventions.”

This Office concurs with the proposed Audit Report’s conclusion that the Events
Fund was not operated in compliance with 11 C.F.R. § 9008.53. The joint fundraising
appeals signed by the Mayor of the City of San Diego and the Chair of the Host

Y The Commission's January 7, 1997 decision with regard to Agenda Document No. X97-03
authorized the Audit Division to examine records that demonstrated the original sources of the Events
Fund's moneys. The proposed Audit Report identifies $0.698.176 that the Host Committee received from

the Events Fund.
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Proposed Audit Report of the San Diego Host Committee
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Committee constitute solicitations designated for use in connection with the 1996
Republican National Convention contrary to 11 C.F.R. § 9008.53(b)(1)(ii). The June 1,
1996 form solicitation letter that is Exhibit D to the City’s response asks recipients “to be
a part of this rare opportunity to showcase our great city.” Two previous references to the
1996 Republican National Convention make clear that “this rare opportunity” is that
particular convention, and not efforts to attract any convention, event or activity to San

Diego.

This Office also concurs with the proposed Audit Report’s conclusion that the
Events Fund operated contrary to 11 C.F.R. § 9008.53(b)(1)(ii) by accepting restricted
donations. The proposed Audit Report states that Events Fund donations totaling
$2,601,000 were accompanied by correspondence from the donors or notations made by
the donors on their checks that designated the donation for use in connection with the
1996 Republican National Convention. The City’s response argues that it cured this
apparent noncompliance with its acknowledgment letters sent to all donors that stated
“your funds will help the City of San Diego defray its financial obligations as the Host
City for national conventions.” The City states that plural “conventions” was intended to
signify that the funds were not restricted to the 1996 Republican National Convention.

The Events Fund could have requested written redesignations from the donors that
specify their donations are not restricted to a particular convention, event or activity.
Nonetheless, this Office believes that the City's letters are not sufficiently clear to inform
the donors that the City did not accept any restrictions the donors had placed on their
donations. Consequently, this Office believes that the City’s letters failed to cure any
noncompliance related to any restricted donations.

Finally, there is some question whether the Events Fund was restricted for use in
connection with 1996 Republican National Convention and therefore not in compliance
with 11 C.F.R. § 9008.53(b)(1)(i). On the one hand, the document record before us
supports the City’s position that the Events Fund was not restricted as that term is used in
11CFR.§ 9008.53(b)(1)(i).'° despite the City’s statement that the Events Fund was “set
up” in connection with the 1996 Republican National Convention.'' However, on the

10 The Resolution attached to the City’s response establishes that the name of a corporation known

as San Diego Festivals, Inc. was changed to the San Diego Civic Events Fund, and its Articles of
Incorporation were also amended to expand the Events Fund's purpose to include supporting a broad array
of community events that enrich the quality of life in the City of San Diego. Additionally, the Events Fund
previously supported an art exhibition when it was known as San Diego Festivals, Inc., and the Deputy
City Manager states in his affidavit that the Events Fund will be used again in connection with the 1998
Super Bowl. The City is correct when it emphasizes that the permissive language in its contract with the
Host Committee permitted, but did not require, the Events Fund to transfer the funds forwarded by the Host
Committee back to the Host Committee. Because the Events Fund was under no contractual obligation to
provide all of the funds to the Host Committee, the contract does not impose a restriction on the Events

Fund.
" The City’s response does not correctly characterize the requirement in 11 C.F.R. § 9008.53(bX1)

that the municipal fund be a separate fund. That provision requires that the monies in a municipal fund be
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Memorandum to Robert J. Costa
Proposed Audit Report of the San Diego Host Committee
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other hand, the Events Fund’s actions in the election year were apparently devoted
exclusively to the 1996 Republican National Convention and therefore support the
conclusion that the Events Fund was improperly restricted to the 1996 Republican
National Convention.'? Thus, although the Events Fund can point to long past events it
supported and to future events that it may support, it appears that the only event it
supported in 1996 was the Republican National Convention. The Commission’s *
regulations are unclear as to the duration of the period that should be examined to
determine if a municipal fund’s activity were restricted to a particular convention
contrary to 11 C.F.R. § 9008.53(b)(1)(i). Nonetheless, the Events Fund’s practices
support a conclusion that the Events Fund was improperly restricted contrary to 11 C.F.R.

§ 9008.53(b)(1)(i).

This Office recommends that the proposed Audit Report be revised to include an
additional discussion of the consequence: of the Events Fund’s actions.”> A municipal
fund’s expenditures in compliance with 11 C.F.R. § 9008.53 do not count toward the
convention committee’s expenditure limit. il C.F.R. § 9008.8(b)(2). However, pursuant
to 11 C.F.R. § 9008.12(b)(7), if the municipal fund failed to comply with 11 C.F.R.

§ 9008.53 in its expenditures or its acceptance of contributions, and if the convention
committee knowingly helped, assisted or participated in the municipal fund’s actions,
then the Commission may seek a repayment from the convention committee of the

municipal fund’s expenditures.

We recommend that the Audit Division review the current information to
determine if the Committee on Arrangements knowingly participated in this activity. If
the Audit Division believes that the Committee on Arrangements must make a
repayments as a result of this activity, then the proposed Audit Report on the Committee
on Arrangements should be revised accordingly.

kept separate from the sponsoring municipality's general funds. The City's apparent misunderstanding is
that the requirement in 11 C.F.R. § 9008.53(b)(1) requires municipal funds to segregate monies related to

political conventions from other municipal fund monies.
2 In addition to its solicitations designated for this convention and its receipt of designated

contributions, the Events Fund apparently provided all of its funds to the Host Committee as they were
raised.

v Because of the Events Fund's actions contrary to the requirements applicable to a municipal fund
pursuant to || C.F.R. § 9008.53. it may be determined to have been a host committee under 11 C.F.R.

§ 9008.52. Although the definition of a host committee found in 11 C.F.R. § 9008.52 is not entirely
distinct from the definition of a municipal fund in 11 C.F.R. § 9008.51(c), the reporting requirements for a
host committee are more detailed than those for a municipal fund. Compare 11 C.F.R. § 9008.51(b) (host
committee) with 11 C.F.R. § 9008.51(c) (municipal fund). However, the Events Fund does receive tax
funds and it existed prior and subsequent to the 1996 convention; both are characteristics that are closer to
a municipal fund than a host committee. See 11 C.F.R. § 9008.53(b)(1). Under these facts, we believe the
better approach is to consider Events Fund to be a municipal fund.
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FEDERAL ELECTION COMMISSION

WASHINCTON DC 20463

July 27, 1998

Mr. Patrick Shea, Treasurer
San Diego Host Committee/
Sail to Victory *96

750 B Street

Suite 1400

San Diego, CA 92102

Dear Mr. Shea:

Attached please find the Audit Report on San Diego Host Committee/Sail to
Victory 96. The Commission approved this report on April 23, 1998. As noted in the
Background section of the report. the Commission may pursue any of the matters
discussed in an enforcement action.

The Commission approved Audit Report will be placed on the public record on
July 31, 1998. Should vou have any questions regarding the public release of this report.
please contact Ron Harris of the Commission’s Press Office 2t (202) 694-1220.

Any questions you may have related to matters covered during the audit or in the
audit report should be directed to Joe Stoltz of the Audit Division at (202) 694-1200 or

toll free at (800) 424-9530.

Sincerely.
ﬁ J c@/

Assistant Staff Director
Audit Division

cc: Frederick K. Lowell, Esquire
Ted Broomfield. Esquire
Attachment as stated
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CHRONOLOGY

SAN DIEGO HOST COMMI'I:TEE/SAIL TO VICTORY ‘96

January 6, 1997 to January 22, 1997

Audit Fieldwork
Exit Conference Memorandum to

the Committee May 20, 1997
Response to the Exit Conference

Memorandum Received August 8, 1997
Audit Report Approved _April 23, 1998
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