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MEMORANDUM
To: The Commission

Through: Alec Palmer FP
Staff Director

From: Patricia Capmona =S\ <% __ N«
Chief Compliance Officer

Tom Hintermister —<\\
Assistant Staff Director
Audit Division

Alex Boniewicz

Audit Manager
By: Jim Miller (M

Lead Auditor

Subject: Audit Division Recommendation Memorandum on the National Campaign
Fund (A09-26)

Pursuant to Commission Directive No. 70 (FEC Directive on Processing Audit Reports),
the Audit staff’s recommendations are presented below and the findings are discussed in the
attached Draft Final Audit Report. The Office of General Counsel has reviewed this
memorandum and concurs with the recommendations.

Finding 1. Misstatement of Financial Activity

The National Campaign Fund’s (NCF) response to the Draft Final Audit Report
(DFAR) did not address this finding. The Audit staff recommends that the
Commission find that NCF misstated receipts and disbursements for calendar year
2008.

Finding 2. Failure to File Notiees and Properly Disclose Independent
Expenditures

In response to the DFAR, NCF maintains its positinn that these were fundraising
letters not intended to influence a vote. The response raises three points as to why
the communications at issue are not independent expenditures:

¢ First, NCF’s response contends that the communications are not
independent expenditures because the timing of the communications was




not related to the timing of the 2008 primary elections. The response
references Intemal Revenue Service Ruling 2004-6 (IRS 2004-6) which
applied a “facts and circumdtances” test to determine whether a
communication by a tax-exempt organization is subject to peaalty for
engaging in politioal campaigns. The factor cited therein is whethar “the
timing of the communication coincides with an electoral campaign.”

e Second, the response argues that the direct mail letters did not target
voters in a particular election. NCF sought lists of proven donors to
Republican and conservative causes without regard to whether the listed
donors had any propensity to vote, or were even registered voters. Again
the response cites IRS 2004-06 and also points out that ane of the factors
considered was if the cominunication targeted votets in a particuior
election.

e Finally, NCF's response asserts that the occasional inclusion of express
advocacy references in the direct mail letters should not mean that the
letters meet the definition of independent expenditures.

The Audit staff is not persuaded by NCF’s response. The IRS 2004-06 standards
cited are not applicable because the standards for determining when a
communication includes express advocacy are set forth in the Commission's
regulaiions at 11 C.F.R. §100.22. The Revenue Ruting anid the Cammission’s
regulations servc different parposes. The Revenue Ruling is focused on whether
certain organizations can engage in specific kinds of activities aad maintain their
tax exempt status and the Commission's express advacacy regulatians serve as one
of the elements for determining whether a communication will be considered an
independent expenditure (See 11 C.F.R. § 100.16(a)). In addition, the
Commission has not incorporated the standards from the Revenue Ruling by
reference. Therefore, the standards of timing of the communication and targeting
of votcrs should not be used ia determining whether the communications in this
case are independent expendiwres.

With respect to NCF's argnment about the occanional inclusion nf express
advocacy references in the letters, the Commissien's reguietions on express
advocacy do not incluée a limitation or an exception for only occasional inclusion
of express advocacy. A communication containing express advocacy of a clearly
identified candidate that is not coordinated with a candidate or candidate's
committee or its agents, or a political party committee or its agents, and which is
not otherwise exempt, is an independent expenditure.

The Aundit siaff maintains that NCF did not limely file 24/48-hour motices for
$1,153,748; did not file 24-hour notices for $33,485 and did not preperly disclose
independent oxpenditures tctaling $528,6€2 prior to payment as memo enfrics.

The Audit staff recommends that the Commission find that NCF failed to file
notices and properly disclose independent expenditures.

The Committee did not request an audit hearing.



If this memorandum is approved, a Proposed Final Audit Report will be prepared within
30 days of the Commission’s vote.

Should an objection be received, Directive No. 70 states that the Audit Division

Recommondation Memorandum will be placed on the next regularly scheduled open
session agenda.

Documents related to this audit report can be viewed in the Voting Ballot Matters folder.
Should you have any questions, please contact Jim Miller or Alex Boniewicz at 694-1200.

Attachments:
- Draft Final Audit Report of the Audit Division on the National Campaign Fund
- Draft Final Audit Report on National Campaign Fund (LRA 847)
- Audit Division Recommendation Memoranrium on National Campaign Fund
(LRA 847)

cc: Office of General Counsel
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MEMORANDUM

TO: Patricia Carmona
Chief Compliance Officer

Tom Hintermister
Assistant Staff Director
Audit Division

FROM: Christopher Hughey _/)JL

Deputy General Counsel

Lawrence L. Calvert, Jr
Associate General C
General Law and Advi

~ Lorenzo Holloway : “
Assistant General Counsel Al L
Public Finance and Audit Advice

Margaret J. Forman ~Ag 49—
Attomey <

SUBJECT: Draft Final Audit Report on National Campaign Fund (LRA 847)
I INTRODUCTION

The Office of General Counsel (*OGC") has reviewed the Draft Final Audit
Report (“Proposed Report™) on The National Campaign Fund (“NCF"), and we concur
with Finding 1 (Misstatement of Financial Activity) and Finding 2 (Failure to File
Notices and Properly Disclose Independent Expenditures). We discuss Finding 2 below.
If you have any questions, please contact Margaret J. Forman, the attorney assigned to
this audit.

IL HKINDING 2 (FAILURE TO FILE NOTICES AND PROPERLY
DISCLOSE INDEPENDENT EXPENDITURES)

In our analysis of the Draft Interim Audit Report (“IAR"), we concluded
that fundraising letters can be independent expenditures as a matter of law, so
long as the underlying communication meets the definition of express advocacy.
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We reach the same conclusion here. Contrary to NCF's position, the regulation
defining express advocacy does not pormit an examination of the speaker’s intent
when making the communication. We believe a test that incorparates the
speaker's subjective intent would not be workable.

A. BACKGROUND

NCF made expenditures for direct mail and electronic mail communications that
included fundraising requests. Many of these communications included express
advocacy. On its April 2008 Quarterly Report, NCF originaiy reported thase types of
expenditnres as operting expenditures. NCF, however, amended that report ta disclose
such communications as independent expenditures, and NCF’s subsequent reports also
disclosed such communications as independent expenditures. NCF ultimately disclosed,
in aggregate, approximately $1.55 million in communications as independent
expenditures on Schedule E of its reports, and it filed 24/48-hour notices.

The Audit Division’s review determined that many of the communicaticns
disoloeod as indepsndent oxpenditures in these reports contained express advocacy, and
indeed should have been disclosed as independent expenditures on Schedule E of NCF’s
reports. It also detennined that many of these independent expenditures required 24/48
hour notices. Tht Audit Divisian alsa determined, however, that communicaticns on
which NCF spent appreximately $290,000 did not, in fact, contain express advocacy, and
thus were not independent expenditures. The Audit Division’s review also revealed that
for the communications that were independent expenditures, NCF reported them and
determined whether 24 or 48 hour notices were required based on when the invoices were
paid, rather than when the communications were disseminated.

The IAR reoommunded that NOF provide evidence demonstrating that the
disbursemonts identified by the Audit Division were nut indepeddent aspenditures and
therafare weuld not require 24/48-hour notices. It also resnmunended that NCF submit
and implement revised procedures for reporting independent expenditures and tracking
dissemination dates for independent expenditures to ensure timely filing of 24/48-hour
notices.

NCF responded to the IAR by acknowledging that some of the communications
contained express advocacy. NCF asserls, however, that it "never iritended to engage in
any independent oxpenditwss," that these “comnnumications were all just fundraising
letters sent to proven donors with no consideration at all to whether the recipient was
even a voter," that the timing of the letters "had absolutely no reference to the timing of
primary elections during 2008," and the content of the letters "did nat urge the racipient
audience to vote for any particular candidate." NCF Respanse, February 27, 2012,

The DFAR states that because a number of the communications meet the
definition of independent expenditure and the regulation does not exclude direct mail
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fundraising letters from the definition, the Audit Division believes that NCF’s assertion
that these nte not independent expenditures is not supported by the evidence.

B. FUNDRAISING COMMUNICATIONS AS INDEPENDENT
EXPENDITURES

The Commission has found that fundraising solicitations containing express
advacacy should be reported as independent expenditures. In MUR 5809, the Christian
Voter Project (“CVP™) failed to iile independent expenditure noticos for the costs of
funrraising letters that expressly edvocatoi tho elertion/defest af candidates. The
Commission faund reason to betieve that CVP’s faitare to file independent expenditure
notices vialeted the Act, and accepted a conciliation agreement with the cammitiee based
on that violation. In MUR 5518 (Hawaii Democratic Party), a party communication
contained at least three messages: an invitation to precinct meetings, express advocacy of
the defeat of a clearly identified Federal candidate, and a fundraising appeal. The Office
of General Counsel concluded the communication should have been reported either as an
independent experditure or as federal election activity, and recommended that the
Commission find reasun to Ulieve. The Commissien rejectdd our rocomnicridation, not
on grounds thst solisitationd could not he indepeudent expecditures but on grounds that
invitations to precinct meetings permitted treatment as a federal/non¢fedaral alloated
administrative expense under the exoeption te the definition of federal election activity
for costs of laxal political conventions, 2 U.S.C. § 431(20)(B)(iii). In particular,
Commissioners von Spakovsky and Weintraub stated in their Statement of Reasons that
“had this invitation been mailed more broadly than it was, and in sufficient numbers to
raise questions about whether it was a bona fide invitation, or if it was really just a
fundraising or advocacy piece masquerading as an invitation, this would be a different
case.” MUR 5518 (Hawaii Democratic Party), Statement of Reasons of Commmissioners
Hans A. von Spakovsky and Ellen L. Weirmraub, at 3 (Feb. 23, 2007); ¢f. MURs 5511
and 5525 (Swilt Boai Vetetans for Truth) (fiindraising solicitatiens containing expies
advocaoy weoe expenditures that caupted towards orgahization's threshold for potitical
committee status).'

C. AUDIT DIVISION SHOULD FOLLOW COMMISSION
APPROACH IN PENDING AUDIT

We previously have analyzed Finding 2 (Failure to File Notices and Properly
Disclose Independent Expenditures) in legal comments on the IAR dated June 17, 2011,
and supplemental legal comments on the IAR, dated November 10, 2011. The same
issue is pending in another audit, wltich is currently before the Commission. NCF here
has made essentially the same argument as another committee made in response to the
IAR in that other audit, even using in 2 nuntber of instanoes the same phrases. The only

! Some Commissioners have expressed concerns, in other pending matters, about the extent to

which fundraising letters nicessarily constitute express advocacy.
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substantive difference is that NCF adds that the communications were not independent
expenditures because the communications “in ne way [advocated] the election or defeat
of a clearly identified candidate.” Notwithstanding that argument, we note that a number
of the communications contained phrases, either in their principal text or on their
envelopes, that contained phrases such as "Now is the time to elect John McCain
President of the United States.®

Essentlally, NCF's argument as we understand it is this: fundraising
communications should never be considered independent expenditures, even if the
communications contain express advocacy under 11 C.F.R. § 100.22(a) (for exampls,
"Vate for Janes"), so lang as the communicator's subjeative irent was not tc make an
independent expenditure. We addressed that argument at greater length in our comments
to the draft DFAR in the other audit, and we refer you to those comments. The principal
points we made there were that fundraising communications can be independent
expenditures if they contain express advocacy, and that express advocacy analysis, for a
number of reasons, does not provide for consideration of the speaker's subjective intent.

However, wo note that the Audit Division Recomemendation Mernarandum in that
other audit is anticipatod te be considered by the Comntissian in the very near future.
Assuming that the Commission completes action on that audit as soon as we anticipate,
and assuming that the Commission is able to resolve this issue in that ather audit hy a
four-vote majority, we would recatumend that the Audit Division then make any
revisions to the DFAR in this audit that might be necessary to be consistent with the
approach taken by the Commission in that other audit.



FROM: Lisa J. Stevenson

FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

June 26, 2012 '

MEMORANDUM

TO: Patricia Carmona

Chief Compliance Officer

Tom Rimitrmister
Assistant Staff Director
Audit Division

Special Counsel to

the General Counsel &
Lawrence L. Calvert, Jr.

Associate Genaral Courisat

General Law and Advice

Lorenzo Holloway "‘Q !ﬂ 2
Assistant General Counsel
Public Finance and Audit Advice

Margaret J. Forman ‘) ) g,@
Attorney

SUBJECT: Audit Division Recommendation Memorandum on National
Campaign Fund (LRA 847)

I INTRODUCTION

The Office of General Counsel (“OGC") has reviewed the Audit Division
Recommendation Memorandum (“ADRM) on the Nauonal Campaign Fund (“NCF")
and NCF’s response to the Draft Final Audit Report.! We generally concur with the
ADRM, but we have specific comments about three points that NCF raises in its response
to the DFAR as to why the communications at issue are not independent expenditures.

! While this memorandum provides comments on the ADRM axnd NCF's response to the DFAR, we

recommerrd that you attach this memorandum and our memoarandum cammenting on the DFAR to the
ADRM. This will assist the Commission in understanding the legal issues raised in the ADRM and NCF’s
response to the DFAR.
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First, NCF contends that the communications are not independent
expenditures hacause the tiring of thc communications ~ direct mail lettars in this
case — were not related to the timing of the 2008 primary elections. Sacond, NCF
argues that the direct mail letters did not target voters in a particular election.
NCF pulls the standards of timing of the communication and targeting of voters
from an Internal Revenue Service Ruling that addresses whether certain
organizations may maintain their exemption from Federal taxes when they
advocate on public policy issues for which public officials, wtio are also
candidmes, have taken a stance. Rev, Rul. 2004-6. Finally, NCF asserts that the
ocoasional inclusion of express advocacy references in the diroct mail letters
shauld not mean tant the lettars meet the definition of independent expenditmes.

The Revenus Ruling's standards are inapposite because the standards for
determining when a communication includes express advocacy are set forth in the
Commission’s regulations at 11 C.F.R. §§ 100.22(a) and (b). The Revenue
Ruling and the Commission’s regulations serve different purposes. The Revenue
Ruling is focused on whether certain organizations can engage in specific kinds of
activities and rnaintain their tax exempt status, Rev. Rul. 2004-6, and the
Commission’s ¢xpress advecacy regutations serve as one of thie elemonts for
determining whether a communicativa will be considered an independent
expaiditure. 11 C.F.R. § 100.16(a). In addition, the Comunission has not
incorporated the standards frem the Revanue Ruling by reference. We belicve,
therefore, that the standards of timing of the communication and targeting of
voters should not be used in determining whether the communications in this case
are independent expenditures.

With respect to NCF’s argument about the occasional inclusion of express
advocacy references in the letters, the Commission’s regulations on express
advecacy do not include a limitation or an exception for only occasional inclusion
of express advocacy. See 11 C.F.R. §§ 100.22(a) and (b). A communication
containing express advouacy of a clearly identified cantidate that is not
coordinatesd with a candidete or candidate's committea or its agents, or s political
party committee or its agents, and which is not otherwise exempt, is an
independent expenditure, 2 U.S.C. § 431(17); 11 C.F.R. § 100.16.



Draft Final Audit Report of the
Audit Division on the

National Campaign Fund
February 4, 2008 — December 31, 2008

Why the Audit About the )

Was Done The National Campaign non-connected committee,
Federal law permits the headquartered in Laguna Nig alifornia. For more
Commission to conduct information, see the chargg) tee Organiration, p. 2

audits and field
investigations of any
political committee that is
required to file reports

under the Federal $ 1,927,095
Election Campaign Act ’ 5’000
(the Act). The 3,489
Commission generally $ 1,935,584
conducts such audits

when a committee

appears not to have metg

the threshold ; l’égg'gzg
requirements for |, 26’143
substantial cczmpllance 5:000
with the Act kbursements $ 1,897,661
determm B
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the i

prohlbm d
diselosure:
of the Act.

Findings and Recommendations (p. 3)

e Misstatement of Financial Activity (Finding 1)

o Failure to File Notices and Properly Disclose Independent
Future Actiomn; Expenditures (Finding 2)
The Commission mdy
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action, at a later time,
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' 2 US.C. §438(b).
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Part I
Background

Authority for Audit
This report is based on an audit of the National Campaign Fund (NCF) undertaken by the
Audit Division of the Federal Election Commission (the Commission) in accordance with
the Federal Election Campaign Act of 1971, as amended (the Act). The Audit Division
conducted the audit pursuant to 2 U.S.C. §438(b), which permits the Commission to
conduct audits and field investigations of any political committeehat is required to file a
report under 2 1J.S.C. §434. Prior to conducting any audit undgfthis'subsection, the
Comunission must perform an internal review of seports filedfi@nselected committees to

e shold requirements

Following Commission-approved procedures £ ] hs-fisk
factors and, as a result, this audit examined: %

1. the consistency between reported figures and barikg
2. the disclosure of individual contrigutors’ ioftiiame of employer;
3. tHe disclosure of independent expéiid;

4. other committee operations necess



Part 11
Overview of Committee

Committee Organization

Important Dates

e _Date of Registration

August 20, 2007

e Audit Coverage

Headaqurarters

Bank Information

o Bank Depositories

e Bank Accounts

L

Treasurer

e Treasurer When Audit Was Conducted

y

e Treasurer During Period Covered by udit

Ja . Lacy

Management information

o Attended Commission Campaign Finan
Seminar

e Whko Handlad Accountj
Tasks

icial Activity

' ounts)

Receip

o Contributiott 1,927,095
o Loans Recei 5,000
o Other Receipts 3,489
Total Receipts $ 1,935,584
Disbursements

o Independent Expenditures 1,186,972
o Operating Expenditures 679,546
o Refunds of Contributions 26,143
o Loan Repayments 5,000
Total Disbmnrsergents $ 1,897,661
Cash-on-hand @ December 31, 2008 $ 37,923

2 Although NCF registered with the Commission on August 20, 2007, the initial bank activity occurred on February

4, 2008.



Part III
Summaries

Findings and Recommendations

Finding 1. Misstatement of Financial Activity

During audit fieldwork, a comparison of NCF’s reported financial activity with its bank

records revealed that, for 2008, NCF understated reported receiptsand disbursements by
$69,339 and $100,%87, respectively, and overstated ending cashs8fthand by $31,448. In
response to tite Interim Aud:t Report recommendmtmn NCF fizended its reports to

Finding 2. Failure ta File Noticeggihid F
Independent Expenditures
During audit fieldwork, the Audit staff ascertaffieg

expenditures, totaling $1,548,622, on Schedule E (I{ini
The Audit staff noted that only $1,261,206 of these eX]
definition of independent expenditurdunc

Findependent Expenditures).
itures appeared to meet the

: expressly advocating the

opgndent exgenditures

completed. (For m®; ‘,gr" see p. 5)




Part IV
Findings and Recommendations

| Finding 1. Misstatement of Financial Activity

Summary
During audit fieldwork, a comparison of NCF’s reported financial activity with its bank
records revealed that, for 2008, NCF understated reported receipts and disbursements by
$69,339 and $100,887, respectively, and overstated ending cash-gfishand by $31,448. In
response to the Imerim Audit Report recommendutivn, NCF agféhded'its reports to
materially correct the misstatements, !

Legal Standard

Contents of Reports. Each report must disclose: g

e the amount of cash-on-hand at the beginningé

o the total amount of receipts for the reportifig'i

o the total amount of disbursements for the repo
and

e cerfain transactions that require ité}
Schedule B (Itemized Disbursement

ear;
dlendar year;

B4 (Itemized Receipts) or
o(2), (3), (4) and (5).

Facts and Analysis

A. Facts
During audit fieldw

staff recon ed reported financial activity with bank
records for calendar yeds

outlines the discrepancies for the

receipts, disb ‘ Eashbilance. The succeeding paragraphs explain
why the dj;
Reported Bank Records | Discrepancy
Opening Cas! $0 $0 $0
@ February 4,
Receipts $1,866,245 $1,935,584 $69,339
Understated
Disbursements $1,796,773 $1,897,661 $100,887
Understated
Ending Cash Balance $69,372° $37,923 $31,448
@ December 31, 2008 Overstated

3 This column and the discrepancy column do not total correctly. The reported ending cash balance at
December 31, 2008 is $100 less than the reported recelpts minus the reported disbursements for the period
due to a $100 discrepancy between the reported ending cash on one report and beginning cash on the
succeeding report.



The understatement of receipts resulted from unidentified differences that occurred
primarily during the 2008 year-end report period. Based on a lirvited review af available
records, it appcared that all contributor infarmation received by the yendor that processed

depaosits of centributions may not have been forwarded to the vendar respensible for the
data entry. -

The understatement of disbursements resulted from the following:

Disbursements not reported . $ 96,398
Reported disbursements not supported by a check or dehi (2,596)
Contribution refunds not reported 7,433

Amounts ineorrectly repozied
American Express charges nat reported
Unexplained difference

(696)

Net Understatement of Disbursemen

The $31,448 overstatement of the ending cash-on-
described above.

B. Interim Audit Report & Audit D
At the exit conferenee, the Audit staff e

from a prior period audit adjustment.
nciled the cash balance of its most recent report to

C. Commlt B
In response to t

§ udit Report recommendation, NCF filed amended reports for
2008 that materially

ted the misstatements.

Finding 2. Failure to File Rotices and Properly Disclose
Independent Expenditures

Summary

During audit fieldwork, the Audit staff ascertained that NCF disclosed independent
expenditures, totaling $1,548,622, on Schedule E (Itemized Independent Expenditures).
The Audit staff noted that only $1,261,206 of these expenditures appeared to meet the



definition of independent expenditure and contained language expressly advocating the

election pr defeat ef b clnarly identified cantiidete. Of shese independent expenditures
NCF:

¢ did not file 24/48-hour notices for $1,153,748 in a timely manner and did not file
any 48-hour notices for $33,485; and

e did not properly disciose independent expenditures totaling $528,662 made (i.c.,
publicly disseminated) prior to payment as “memo” entries on Schedule E and as
a debt on Schedule D (Debts and Olbshgations).

In response to the Interim Audit Report recaminendation, N rovied information
supporting its position that the purpose of i its drrect-mail fundraising and did

completed.

Legal Standhrd
A.

: F': debt on Schedule D. Independent
dunot need to be itemized, though the committee must

election, and mad§dtter the 20" day but more than 24 hours before the day of an
election must bedeported and the report must be received by the Commission within
24 hours after the expenditure is made. A 24-hour notice is required each time
additional independent expenditures aggregate $1,000 or more. The date that a
communication is publicly disseminated serves as the date that the committce must
use to determine whether tho totat amount of indepandent expenditures has, in tho
aggregate, reached ot exceeded the thresholi reporting emouat of $1,000. 11 CFR
§§104.4(f) and 104.5(g)(2).

D. Independent Expenditure Reports (48-Hour Notices). Any independent
expenditures aggregating $10,000 or more with respect to any given election, at any




time during a calendar year, up to and including the 20th day before an election, must
be disclosed witltin 48 hours eaeh time the expenditures aggregate $10,000 or more.
The notices must be filed with the Commission within 48 haurs after the expenditure
is made. 11 CFR §§104.4(f) end 104.5(g)(1).

Facts and Analysis

A. Facts

During audit fieldwork, it was noted that NCF’s initial filing for 2008 (the April 15™
Quarterly Report) disclosed all expenditures as operating expenditures on Schedule B,
Line 21(b). On July 11, 2008, NCF amended that report and tiisgi&8ad most of the formmur
operating cxpendituras as indeyrendent expenditires on Sclied#ie E und Line 24 of the
report. During the remainder of 2008, NCF filnd reports 2 clasad the majority of
its disbursements as aidependent expenddures.

,622, on Schy

NCF disclosed independent expenditures, totalings# e E. Most of
letters that were disclosed as either in supporf o iulthni ain for
President or in opposition to Hillary Clinton or Bard a Yor Presidenf. The Audit
operly reported them on

Schedule E and if 24/48-hoar notices @

only $1,261,200 af these cxpenditures ’

expanditee and enntaioed language expf i ction or defeat of a
clearly identified candidate. A review af i

jtures’totaling $528,662, NCF should have disclosed
iftures as memo entries on Schedule E, filed with reports

correspo ditfadet "on Schedule D.

B. Interim Audit Report & Audit Division Recommendation

At the exit conference, the Audit staff addressed these matters and provided schedules

* detailing these expenditures to NCF representatives. NCF representatives stated that they
would comply with the recommendation.

The Treasurer later emailed the Audit staff NCF's positian regarding independent
expenditures. The email stated:
“Palitical fundraising letters that are not intended to influence a vote, not timed
to a particular election, but which are intended solely to motivate a donation for



the group (and which have words of express advocacy in them) should be
exclnded froa the defiaition of indepaadent expenditure for your extmordinary
reportmg purposes, &s I ststed to yon. I have previously written to the FEC an
these views and spoken to reporters about them as well. When the FEC pushes
administrative overhead activities like general fundraising inte IE status, it creates
a costly regulatory burden for small donor committees like ours that do not have
the financial backing, permanent staff, and infrastructure to keep up with the
filings. Hardly any public purpose is served by the extraordinary reporting
requirements imposed on just a fundraising letter; and the public is indeed mislead
(sic) by the artificial inflatibn in dollars spent on IEs the curregt r«.qunrc'mnts
cause. In the ladt election, I fielded questions aboat the Nati##®:Campaign Furid
from reporters of the Huffingron Post ard the Naw Yor Bmas who raiicd on the
ilati i Figlys i lrect mail. I told

y some of the communications
tthat were contained in those
commumications. In addition, NCF "
communiooridirs did not appeat to co g

revised procedures for reporting indopandont expendiaures,
igR dissemination dates finr such expunditures to allow fer

C. Committee Response to Interim Audit Report

In response to the Interim Audit Report recommendation, NCF offered background
information for why it was created and the purpose of its direct-mail fundraising letters.
NCF explained that it was formed in 2008 as a non-connected, political action committee
(PAC) that was not supported by any sponsoring organization such as a labor union or
corporation. Thore was no permunent aiaff, office or offiec equipment. It was formed
with the intention of raising funds te allow it to participate i the 2008 General Election
by making direct contributions to candidates for Federal office. NCF indicated that tha
committee wes the epitome of a “grass roots” attempt to participate in the 2008 Federal
elections.



NCF explained that its direct-mail advisors obtained lists of proven donors to Republican
and consarvative causes and tested varinus content appeals ii1 the letfers to these derors,
The various tests ineluded content with icferences to elccted officials and Presidential
candidates to clue the recipient audience that NCF was a conservative Republican PAC
worthy of their support. NCF stated that the purpose of these mailings was not to
intervene in any election. NCF indicated that the facts demonstrated that: the timing of
all of its mailings had no reference to the timing of primary elections during 2008; the
conterit of the letters, other than sometimes including some words considered “express
advocacy” by the Cotamissien, did not urge the recipient audiencgyy

consideranion for its elecioral vaiue. Thus iie expenditures’
distributian, and aiaiience served a fundraising purpose b

NCF disagreed that eny of its direct-mail fundraisi 2
expenditures. NCF noted that the Commission d thenditure at 11

CFR §100.16 as a communication expressly ag{bga . Fa clearly
identified candidate. NCF acknowledged that so: f i ings did include words of
express advocacy. However, NCF thought that if th&Rgifimission considered alt of the
facts, it should agree that NCF’s fundgaisi refiot independent expenditures
and that the special reporting rules app¥ gxpenditures (such as the
24/48-hnur nontiees or memo entrias) sh ; ¥y  that they beiieve thut

direet-mail fandraising lettars should b OUBE ition of independent

organizations that engage in direct-mail
not independent expenditures. NCF

reform its reportin
fundraising since tf
indicated that a decisio
record keepj; ; 8 nuing to participate and as such, plan to

taff'agrees, that some of these letters included express
advoeacy la ote for John Mcfain™. Siace these expenditures meet the

definition of

evidence provided dges not support NCF’s assertion that none of these expenditures are
independent expenditures.



