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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

August 16, 1982

E. Mark Braden, Esquire
Republican National Committee
310 First Street, S.E.
Washington, D.C. 20003

RE: MUR 1166/1180

Dear Mr. Braden:

On August 12, 1982, the Commission accepted the
conciliation agreement signed by you and a civil penalty in
settlement of violations of 2 U.S.C. S 441b and S 441a(d),
provisions of the Federal Election Campaign Act of 1971, as

C amended. Accordingly, the file has been closed in this matter,
and it will become a part of the public record within thirty
days. However, 2 U.S.C. S 437g(a) (4) (B) prohibits any
information derived in connection with any conciliation attempt

Vo" from becoming public without the written consent of the
respondent and the Commission. Should you wish any such
information to become part of the public record, please advise us
in writing.

Enclosed you will find a fully executed copy of the final
conciliation agreement for your files.

Sincerely,

Charles N. Steelg
Gene

BY: ennet r s
Associate General Counsel

Enclosure
Conciliation Agreement



FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

E. Mark Braden, Esquire
Republican National Committee
310 First Street, S.E.
Washington, D.C. 20003

RE: MUR 1166/1180

Dear Mr. Braden:

On , 1982, the Commission accepted the
conciliation agreement signed by you and a civil penalty in
settlement of violations of 2 U.S.C. S 441b and S 441a(d),
provisions of the Federal Election Campaign Act of 1971, as
amended. Accordingly, the file has been closed in this ma'tter,
and it will become a part of the public record within thirty
days. However, 2 U.S.C. S 437g(a) (4) (B) prohibits any
information derived in connection with any conciliation attempt
from becoming public without the written consent of the
respondent and the Commission. Should you wish any such
information to become part of the public record, please advise us
in writing.

Enclosed you will find a fully executed copy of the final
conpiliation agreement for your files.

Sincerely,

Charles N. Steele
General Counsel

BY: Kenneth A. Gross
Associate General Counsel

Enclosure
Conciliation Agreement
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S BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of)
MUR 1180

Republican National)
Committee)

CONCILIATION AGREEMENT

This matter was initiated by the Federal Election Commission

(hereinafter "the Commission"), pursuant to information

ascertained in the normal course of carrying out its supervisory

responsibilities. Probable cause to believe has been found that

the Republican National Committee ("Respondent") violated

2 U.S.C. S 441b and 2 U.S.C. S 441a(d) by receiving corporate

contributions and making an excessive party expenditure.

NOW, THEREFORE, the Commission and Respondent, having duly

entered into conciliation pursuant to 2 U.S.C. S 437g(a) (4) (A) (i)

do hereby agree as follows:

I. The Commission has jurisdiction over the Respondent,

and the subject matter of this proceeding.

II. Respondent has had a reasonable opportunity to

demonstrate that no action should be taken in this matter.

III. Respondent enters voluntarily into this Agreement with

the Commission.

IV. The pertinent facts in this matter are as follows:

1. On October 27, 1976, it deposited in its account a

check in the amount of $20,000 it received from a

corporation, namely, the Franklin Mint.
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2. In July of 1979, it deposited in its account a

check in the amount of $8,705.00 it received from a

corporation, namely, the Franklin Mint.

3. On July 22, 1976, it deposited in its account a

check in the amount of $1,050.25 it received from a

corporation, namely, Acropolis Books, Ltd.

4. On October 23, 1976, it deposited in its operating

account a check in the amount of $2,145.00 it received

from a corporation, namely, Acropolis Books, Ltd.

5. From January of 1976 through March 31, 1979, it

deposited in its operating account $2,032.98 it received

from 58 corporations and one labor union.

6. In the 1976 general election, the Respondent made

an expenditure in the amount of $14,890.00 on behalf of

one David Serotkin, a candidate for Congress in the

T12th Congressional district of Michigan, that exceeded

by $3,908 the limitations imposed by 2 U.S.C. S 441a(d)

on such expenditures.

V. Respondent contends that it accepted the above-

mentioned checks in the context of a bona fide commercial

transaction believing such action was permissible under the Act.

It is the position of the Commission that the acceptance of the

referenced checks constitutes a violation of 2 U.S.C. § 441b(a).

VI. Respondent violated 2 U.S.C. § 441a(d) (3) (B) in making

the expenditures on behalf of David Serotkin.
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VII. Respondent will pay a civil penalty in the amount of

Five Hundred Dollars ($500.00) pursuant to 2 U.S.C.

§ 437g(a) (5)(A).

VIII. Respondent agrees that it shall not undertake any

activity which is in violation of the Federal Election Campaign

Act of 1971, as amended, 2 U.S.C. S 431, et seq.

IX. The Commission, on request of anyone filing a complaint

under 2 U.S.C. § 437g(a) (1) concerning the matters at issue

herein or on its own motion, may review compliance with this

agreement. If the Commission believes that this agreement or any

requirement thereof has been violated, it may institute a civil

action for relief in the United States District Court for the

District of Columbia.

X. This agreement shall become effective as of the date

that all parties hereto have executed same and the Commission has

approved the entire agreement.

C-

Date

August 4, 1982

Date

Charles N. Steele
General C.ounsel

BY:
Kenreth A. Gross /
Associate General Counsel

REPUBLICAN NATIONAL COMMITTEE

Respondent's Name

BY:
E. Mark Braden

House CounselITS:



FEDERAL ELECTION COMMISSION
WASHINGTON, D.C 20463

August 16, 1982

Lynda S. Mounts, Esquire
Cadwalader, Wickersham and Taft
1333 New Hampshire Avenue, N.W.
Washington, D.C. 20036

RE: MUR 1166/1180

Dear Ms. Mounts:

on August 12, 1982, the Commission accepted the
conciliation agreement signed by you in settlement of a violation
of 2 U.S.C. S 441b(a), a provision of the Federal Election
Campaign Act of 1971, as amended. Accordingly, the file has been
closed in this matter, and it will become a part of the public
record within thirty days. However, 2 U.S.C. S 437g(a) (4) (B)
prohibits any information derived in connection with any
conciliation attempt from becoming public without the written
consent of the respondent and the Commission. Should you wish any
such information to become part of the public record, please
advise us in writing.

Enclosed you will find a fully executed copy of the final
conciliation agreement for your files.

Sincerely,

Charles N. Steele
Gener Counsel 77

BY: enneth A. Gro
Associate General Counsel

Enclosure
Conciliation Agreement



FEDERAL ELECTION COMMISSION
WASHINGTON, D.C 20463

Lynda S. Mounts, Esquire
Cadwalader, Wickersham and Taft
1333 New Hampshire Avenue, N.W.
Washington, D.C. 20036

RE: MUR 1166/1180

Dear Ms. Mounts:

On , 1982, the Commission accepted the
conciliation agreement signed by you in settlement of a violation
of 2 U.S.C. S 441b(a), a provision of the Federal Election
Campaign Act of 1971, as amended. Accordingly, the file has been
closed in this matter, and it will become a part of the public
record within thirty days. However, 2 U.S.C. S 437g(a)(4) (B)
prohibits any information derived in connection with any
conciliation attempt from becoming public without the written
consent of the respondent and the Commission. Should you wish any
such information to become part of the public record, please
advise us in writing.

Enclosed you will find a fully executed copy of the final
7r conciliation agreement for your files.

oft. 4 Sincerely,

Charles N. Steele
General Counsel

BY: Kenneth A. Gross
Associate General Counsel

Enclosure
Conciliation Agreement



BEF THE FEDERAL ELECTION CO*SION

In the Matter of ) MUR 1166

The Democratic National )
Committee )

CONCILIATION AGREEMENT

This matter was initiated by the Federal Election Commission

(hereinafter "the Commission"), pursuant to information

ascertained in the normal course of carrying out its supervisory

responsibilities. Probable cause to believe has been found that

the Democratic National Committee violated 2 U.S.C. S 441b(a) by

accepting a corporate contribution from the Franklin Mint

Corporation.

NOW, THEREFORE, the Commission and Respondent, having duly

entered into conciliation pursuant to 2 U.S.C. S 437g(a) (4) (A) (i)

do hereby agree as follows:

I. The Commission has jurisdiction over the Respondent,

and the subject matter of this proceeding.

II. Respondent has had a reasonable opportunity to

demonstrate that no action should be taken in this matter.

III. Respondent enters voluntarily into this Agreement with

the Commission.

IV. The pertinent facts in this matter are as follows:

1. The respondent is a political committee;

2. On September 8, 1976, it deposited in its account

a check in the amount of $20,000 it received from a

corporation, namely, the Franklin Mint; and

3. On October 3, 1976, it deposited in its account a

check in the amount of $10,000 it received from a

corporation, namely, the Franklin Mint.
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V. Respondent contends that it accepted the above-

mentioned checks in the context of a bona fide commercial

transaction believing such action was permissible under the Act.

It is the position of the Commission that the acceptance of the

referenced checks constitutes a violation of 2 U.S.C. S 441b(a).

VI. Respondent agrees that it shall not undertake any

activity which is in violation of the Federal Election Campaign

Act of 1971, as amended, 2 U.S.C. S 431, et seq.

VII. The Commission, on request of anyone filing a

complaint under 2 U.S.C. S 437g(a)(1) concerning the matters at

issue herein or on its own motion, may review compliance with

this agreement. If the Commission believes that this agreement

or any requirement thereof has been violated, it may institute a

civil action for relief in the United States District Court for

the District of Columbia.

VIII. This agreement shall become effective as of the date

that all parties hereto have executed same and the Commission has

approved the entire agreement.

Date - Charles N. SteeleGeneral 1insel

BYi JL
ne A .Gross/

Associate General Counsel

_________Democratic National Committee

Date Respondent's Name

BY: 4k s a,
Lynda S. Mounts

ITS: Ciinsl1
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C, 20463

Y14ES O

August 16, 1982

James P. Mercurio, Esquire
Arent, Fox, Kintner, Plotkin

and Kahn
1815 H Street, N.W.
Washington, D.C. 20006

RE: MUR 1166/1180

Dear Mr. Mercurio:

C11% On August 12, 1982, the Commission accepted the
conciliation agreement signed by you in settlement of a violation
of 2 U.S.C. S 441b, a provision of the Federal Election Campaign
Act of 1971, as amended. Accordingly, the file has been closed
in this matter, and it will become a part of the public record
within thirty days. However, 2 U.S.C. S 437g(a) (4) (B) prohibits
any information derived in connection with any conciliation
attempt from becoming public without the written consent of the
respondent and the Commission. Should you wish any such

in writing.
information to become part of the public record, please advise us

Enclosed you will find a fully executed copy of the final

conciliation agreement for your files.

Sincerely,

Charles N. Steele

"Genera 
ounse"

BY: K nneth A.
Associate General Counsel

Enclosure
Conciliation Agreement
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FEDERAL ELECTION COMMISSION
WASHINGTON. 0.C. 20463

James P. Mercurio, Esquire
Arent, Fox, Kintner, Plotkin

and Kahn
1815 H Street, N.W.
Washington, D.C. 20006

RE: MUR 1166/1180

Dear Mr. Mercurio:

On , 1982, the Commission accepted the
conciliation agreement signed by you in settlement of a violation
of 2 U.S.C. S 441b, a provision of the Federal Election Campaign
Act of 1971, as amended. Accordingly, the file has been closed
in this matter, and it will become a part of the public record
within thirty days. However, 2 U.S.C. S 437g(a) (4) (B) prohibits
any information derived in connection with any conciliation
attempt from becoming public without the written consent of the
respondent and the Commission. Should you wish any such
information to become part of the public record, please advise us

e in writing.

Enclosed you will find a fully executed copy of the final
C"- conciliation agreement for your files.

Sincerely,

Charles N. Steele
General Counsel

BY: Kenneth A. Gross
Associate General Counsel

Enclosure
Conciliation Agreement



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

Franklin Mint
Democratic National Committee
Republican National Committee

MUR 1166/1180

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal

Election Commission, do hereby certify that on August 12,

1982, the Commission decided by a vote of 5-0 to take the

following actions in MUR 1166/1180:

1. Accept the conciliation
agreements as submitted
with the August 9, 1982
Memorandum to the Commission.

2. Close the File.

Commissioners Elliott, Harris, McDonald, McGarry and

Reiche voted affirmatively in this matter; Commissioner

Aikens did not cast a vote.

Attest:

Date
q Mrjorie W. Emmons

Secretary of the Commission

Received in Office of Commission Secretary:
Circulated on 48 hour tally basis:

8- 9- 82,r 2 :2 4
8-10-82, 11:00



August 9, 1982

MEMORANDUM TO: Marjorie W. Emmons

FROM: Phyllis A. Kayson

SUBJECT: MUR 1166/1180

Please have the attached Memo to the Commission

distributed to the Commission on a 48 hour tally basis.

Thank you.

Attachment

CC: Callahan

C"-
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FEDERAL ELECTION COMMISSION 2 9 "
WASHINGTON, D.C. 20463 A 2: 24

August 9, 1982

MEMORANDUM

TO : The Commission

FROM : Charles N. Steele
General Counsel

BY: Kenneth A. Gross
Associate General Counse

SUBJECT: MUR 1166/1180 - Conciliation Agreements

Attached are conciliation agreements which have each been
AN a signed by the attorneys representing the Franklin Mint, the

Democratic National Committee, and the Republican National
Il Committee.

The attached agreements contain no changes from the
agreements approved by the Commission on July 27, 1982, and a
check for the civil penalty imposed by the Commission against the
Republican National Committee has been received.

The Office of General Counsel recommends the acceptance of
these agreements and the closing of the file.

Attachments

Conciliation Agreements - Three
Notification letters - Three
Photocopy of civil penalty check

(16 pages attached)



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of)
MUR 1166

Franklin Mint Corporation ) MUR 1180

CONCILIATION AGREEMENT

This matter was initiated by the Federal Election Commission

(hereinafter "the Commission"), pursuant to information

ascertained in the normal course of carrying out its supervisory

responsibilities.

On January 28, 1982, the Commission advised Franklin Mint

Corporation (hereinafter "Respondent") that the Office of General

Counsel was prepared to recommend that the Commission find

probable cause to believe that a violation has occurred.

On March 1, 1982, Respondent filed its response to the

General Counsel's recommendation in which it stated its position

that payments made by it to the Democratic National Committee and

the Republican National Committee pursuant to contractual

arrangements with these committees under which Respondent had

agreed to pay each committee for the use of certain party symbols

did not constitute "contributions or expenditures" under 2 U.S.C.

§ 441b.

On April 20, 1952, the Commission determined that there is

probable cause to believe that these payments were "contributions

or expenditures" under 2 U.S.C. S 441b, which are defined in that

section to include "any direct or indirect payment, distribution,

loan, advance, deposit, or gift of money to any candidate,

campaign committee, or political party or organization, in

ARK jqm
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connection with any election to any of the offices referred to in

[the] section."

NOW, THEREFORE, the Commission and Respondent, having duly

entered into conciliation pursuant to 2 U.S.C. S 437g(4) (A) (i) do

hereby agree as follows:

I. The Commission has jurisdiction over the Respondent and

the subject matter of this proceeding.

II. Respondent has had a reasonable opportunity to

demonstrate that no action should be taken in this matter.

III. Respondent enters voluntarily into this Agreement with

the Commission.

IV. The pertinent facts in this matter are as follows':

(a) Respondent corporation has for years, as an

important part of its business, minted coins and

medallions commemorating historical figures, important

events, and the like. Such coins and medallions are

marketed as collectibles.

(b) In 1972, Respondent had entered into agreements

with the national committees of the two major political

parties, allowing use of the committees' symbols for

commemorative medals depicting the candidates of the

two parties in the 1972 Presidential campaign. At

Respondent's request for an opinion, the General

Accounting Office ruled, in a letter dated August 23,

1972, that advertisements for such commemorative medals

did not require certification under Section 104 of the
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Federal Election Campaign Act; the GAO found that "the

over-riding purpose of the advertisement is

transparently commercial aimed at selling the medals

rather than either of the candidacies" and that "we do

not consider that the law was intended to restrict

established commercial activities such as this."

(c) In 1976, Respondent similarly entered into

identical agreements with the Republican and Democratic

National Committees allowing Respondent to use a symbol

representing those parties' Presidential campaigns and

to represent its commemorative medallions as the

official campaign medals. In consideration of

Respondent's use of the committees' symbols, Respondent

agreed to pay each committee a royalty equal to 15% Of

C' sales, with a minimum royalty of $30,000, and to

provide a quantity of medals equivalent in retail value

to $5,000.

(d) In accordance with the terms of such agreements,

Respondent tendered to the Republican National

Committee, on October 27, 1976, and in July of 1979,

payments in an aggregate amount of $28,705.00, and to

the Democratic National Committee, on September 8, 1976

and October 29, 1976, payments in the aggregate amount

of $30,000.

V. Pursuant to its statutory and regulatory authority, and

in accordance with certain of its prov,.;.ous advisory opinions on
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other matters, the Commission has interpreted said payments by

Respondent, a corporation, to constitute "contributions or

expenditures", to a political committee. Respondent has taken

exception to the Commission's interpretation, asserting that such

payments constituted consideration pursuant to contracts for

Respondent's purchase of property interests of both the

Republican and Democratic National Committees for purely

commercial purposes.

VI. For purposes of conciliation only, Respondent agrees

that it shall not make any payments to any candidate, campaign

C.4 committee, or political party or organization in connection with

any election to any of the offices referred to in 2 U.S.C.

S 441b, including, but not limited to payments for the right to

use any symbols of the political parties.

VII. This agreement, unless violated, is a complete bar to

any further action by the Commission, including the bringing of a

civil proceeding pursuant to 2 U.S.C. S 437g(a) (6) (A) , respecting

the alleged violation for which probable cause to believe has

been found. The Commission may review compliance with this

agreement on its own motion, or on request of anyone filing a

complaint under 2 U.S.C. S 437g(a) (1) concerning the matters at

issue herein. If the Commission believes that this agreement or

any requirement thereof has been violated, it may institute a

civil action for relief in the United States District Court for

the District of Columbia.
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VIII. This agreement shall become effective as of the date

that all parties hereto have executed same and the Commission has

approved the entire agreement.

Charles N. Steele
General Counsel

BY:
Kenneth A. Gross
Associate General Counsel

Date /
FRANKLIN MINT CORPORATION

BY: I i/------

ITS:

Date

Date

e,

\,~

m

l
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E O AUG 4 P3:23
In the Matter of )

MUR 1166
The Democratic National )
Committee )

CONCILIATION AGR-EEMENT

This matter was initiated by the Federal Election Commission

(hereinafter "the Commission"), pursuant to information

ascertained in the normal course of carrying out its supervisory

responsibilities. Probable cause to believe has been found that

the Democratic National Committee violated 2 U.S.C. S 441b(a) by

accepting a corporate contribution from the Franklin Mint

Corporation.

NOW, THEREFORE, the Commission and Respondent, having duly

, entered -into conciliation pursuant to 2 U.S.C. S 437g(a) (4) (A) (i)

do hereby agree as follows:

I. The Commission has jurisdiction over the Respondent,

and the subject matter of this proceeding.

II. Respondent has had a reasonable opportunity to

demonstrate that no action should be taken in this matter.

III. Respondent enters voluntarily into this Agreement with

the Commission.

IV. The pertinent facts in this matter are as follows:

1. The respondent is a political committee;

2. On September 8, 1976, it deposited in its account

a check in the amount of $20,000 it received from a

corporation, namely, the Franklin Mint; and

3. On October 3, 1976, it deposited in its account a

check in the amount of $10,000 it received from a

corporation, namely, the Franklin Mint.
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V. Respondent contends that it accepted the above-

mentioned checks in the context of a bona fide commercial

transaction believing such action was permissible under the Act.

It is the position of the Commission that the acceptance of the

referenced checks constitutes a violation of 2 U.S.C. S 441b(a).

VI. Respondent agrees that it shall not undertake any

activity which is in violation of the Federal Election Campaign

Act of 1971, as amended, 2 U.S.C. S 431, et seq.

VII. The Commission, on request of anyone filing a

complaint under 2 U.S.C. S 437g(a)(1) concerning the matters at

r issue herein or on its own motion, may review compliance with

t this agreement. If the Commission believes that this agreement

or any requirement thereof has been violated, it may institute a

civil action for relief in the United States District Court for

. , the District of Columbia.

-", VIII. This agreement shall become effective as of the date

that all parties hereto have executed same and the Commission has

approved the entire agreement.

Date Charles N. Steele
General Counsel

BY:
Date Kenneth A. Gross

Associate General Counsel

__ __"_Democratic National Committee
Date Respondent's Name

BY: _ _ _ __ __

ITS: Counsel



BEF w  THE FEDERAL ELECTION CO 1 SSION

In the Matter of )
MUR 1166

The Democratic National )
Committee )

CONCILIATION AGREEMENT

This matter was initiated by the Federal Election Commission

(hereinafter "the Commission"), pursuant to information

ascertained in the normal course of carrying out its supervisory

responsibilities. Probable cause to believe has been found that

the Democratic National Committee violated 2 U.S.C. S 441b(a) by

accepting a corporate contribution from the Franklin Mint

Corporation.

NOW, THEREFORE, the Commission and Respondent, having duly

entered into conciliation pursuant to 2 U.S.C. S 437g(a) (4) (A) (i)

do hereby agree as follows:

Vo I. The Commission has jurisdiction over the Respondent,

and the subject matter of this proceeding.

II. Respondent has had a reasonable opportunity to

demonstrate that no action should be taken in this matter.

III. Respondent enters voluntarily into this Agreement with

.. the Commission.

IV. The pertinent facts in this matter are as follows:

1. The respondent is a political committee;

2. On September 8, 1976, it deposited in its account

a check in the amount of $20,000 it received from a

corporation, namely, the Franklin Mint; and

3. On October 3, 1976, it deposited in its account a

check in the amount of $10,000 it received from a

corporation, namely, the Franklin Mint.
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V. Respondent contends that it accepted the above-

mentioned checks in the context of a bona fide commercial

transaction believing such action was permissible under the Act.

It is the position of the Commission that the acceptance of the

referenced checks constitutes a violation of 2 U.S.C. S 441b(a).

VI. Respondent agrees that it shall not undertake any

activity which is in violation of the Federal Election Campaign

Act of 1971, as amended, 2 U.S.C. S 431, et seq.

VII. The Commission, on request of anyone filing a

complaint under 2 U.S.C. S 437g(a)(1) concerning the matters at

e-, issue herein or on its own motion, may review compliance with

IM this agreement. If the Commission believes that this agreement

or any requirement thereof has been violated, it may institute a

civil action for relief in the United States District Court for

the District of Columbia.

VIII. This agreement shall become effective as'of the date

that all parties hereto have executed same and the Commission has

Capproved the entire agreement.

Date Charles N. Steele
General Counsel

BY:
Date

Date

Kenneth A. Gross
Associate General Counsel

Democratic National Committee
Respondent's Name

BY: j 4W~
Lynda S. Mounts

ITS: Cniinstp1



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of)
MUR 1180

Republican National)
Committee)

CONCILIATION AGREEMENT

This matter was initiated by the Federal Election Commission

(hereinafter "the Commission") , pursuant to information

ascertained in the normal course of carrying out its supervisory

responsibilities. Probable cause to believe has been found that

the Republican National1 Committee ("Respondent") violated

2 U.S.C. S 441b and 2 U.S.C. S 441a(d) by receiving corporate

contributions and making an excessive party expenditure.

NOW, THEREFORE, the Commission and Respondent, having duly

entered into conciliation pursuant to 2 U.S.C. S 437g (a) (4) (A) (i)

do hereby agree as follows:

I. The Commission has jurisdiction over the Respondent,

and the subject matter of this proceeding.

II. Respondent has had a reasonable opportunity to

demonstrate that no action should be taken in this matter.

III. Respondent enters voluntarily into this Agreement with

the Commission.

IV. The pertinent facts in this matter are as follows:

1. On October 27, 1976, it deposited in its account a

check in the amount of $20,000 it received from a

corporation, namely, the Franklin Mint.
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2. In July of 1979, it deposited in its account a

check in the amount of $8,705.00 it received from a

corporation, namely, the Franklin Mint.

3. On July 22, 1976, it deposited in its account a

check in the amount of $1,050.25 it received from a

corporation, namely, Acropolis Books, Ltd.

4. On October 23, 1976, it deposited in its operating

account a check in the amount of $2,145.00 it received

from a corporation, namely, Acropolis Books, Ltd.

5. From January of 1976 through March 31, 1979, it
In

deposited in its operating account $2,032.98 it received

from 58 corporations and one labor union.

6. In the 1976 general election, the Respondent made

an expenditure in the amount of $14,890.00 on behalf of

one David Serotkin, a candidate for Congress in the

12th Congressional district of Michigan, that exceeded
C-4

by $3,908 the limitations imposed by 2 U.S.C. § 441a(d)

on such expenditures.

V. Respondent contends that it accepted the above-

mentioned checks in the context of a bona fide commercial

transaction believing such action was permissible under the Act.

It is the position of the Commission that the acceptance of the

referenced checks constitutes a violation of 2 U.S.C. S 441b(a).

VI. Respondent violated 2 U.S.C. § 441a(d) (3) (B) in making

the expenditures on behalf of David Serotkin.
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VII. Respondent will pay a civil penalty in the amount of

Five Hundred Dollars ($500.00) pursuant to 2 U.S.C.

$ 437g(a)(5) (A).

VIII. Respondent agrees that it shall not undertake any

activity which is in violation of the Federal Election Campaign

Act of 1971, as amended, 2 U.S.C. S 431, et seq.

IX. The Commission, on request of anyone filing a complaint

under 2 U.S.C. 9 437g(a) (1) concerning the matters at issue

herein or on its own motion, may review compliance with this

agreement. If the Commission believes that this agreement or any

requirement thereof has been violated, it may institute a civil

action for relief in the United States District Court for the

District of Columbia.

__ X. This agreement shall become effective as of the date

that all parties hereto have executed same and the Commission has

approved the entire agreement.

Date Charles N. Steele
General Counsel

BY:
Date Kenneth A. Gross

Associate General Counsel

August 4, 1982 REPUBLICAN NATIONAL COMMITTEE
Date Respondent's Name

BY:

ITS:

E. Mark Braden

House Counsel

1

//



j FEDERAL ELECTION COMMISSION
WASHINGTON. D.C. 20463

E. Mark Braden, Esquire
Republican National Committee
310 First Street, S.E.
Washington, D.C. 20003

RE: MUR 1166/1180

Dear Mr. Braden:

On , 1982, the Commission accepted the
conciliation agreement signed by you and a civil penalty in
settlement of violations of 2 U.S.C. S 441b and S 441a(d),
provisions of the Federal Election Campaign Act of 1971, as
amended. Accordingly, the file has been closed in this matter,
and it will become a part of the public record within thirty
days. However, 2 U.S.C. S 437g(a) (4) (B) prohibits any
information derived in connection with any conciliation attempt
from becoming public without the written consent of the
respondent and the Commission. Should you wish any such
information to become part of the public record, please advise us
in writing.

Enclosed you will find a fully executed copy of the final
conciliation agreement for your files.

Sincerely,

Charles N. Steele
General Counsel

BY: Kenneth A. Gross
Associate General Counsel

Enclosure
Conciliation Agreement

rV m



a' FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

James P. Mercurio, Esquire
Arent, Fox, Kintner, Plotkin

and Kahn
1815 H Street, N.W.
Washington, D.C. 20006

RE: MUR 1166/1180

Dear Mr. Mercurio:

On , 1982, the Commission accepted the
conciliation agreement signed by you in settlement of a violation
of 2 U.S.C. S 441b, a provision of the Federal Election Campaign
Act of 1971, as amended. Accordingly, the file has been closed
in this matter, and it will become a part of the public record
within thirty days. However, 2 U.S.C. S 437g(a) (4) (B) prohibits
any information derived in connection with any conciliation
attempt from becoming public without the written consent of the
respondent and the Commission. Should you wish any such
information to become part of the public record, please advise us
in writing.

Enclosed you will find a fully executed copy of the final
conciliation agreement for your files.

Sincerely,

Charles N. Steele
General Counsel

BY: Kenneth A. Gross
Associate General Counsel

Enclosure
Conciliation Agreement

/



FEDERAL ELECTION COMMISSION
WASHINGTON. DC. 20463

Lynda S. Mounts, Esquire
Cadwalader, Wickersham and Taft
1333 New Hampshire Avenue, N.W.
Washington, D.C. 20036

RE: MUR 1166/1180

Dear Ms. Mounts:

On , 1982, the Commission accepted the
conciliation agreement signed by you in settlement of a violation
of 2 U.S.C. S 441b(a), a provision of the Federal Election

[fl Campaign Act of 1971, as amended. Accordingly, the file has been
closed in this matter, and it will become a part of the public
record within thirty days. However, 2 U.S.C. S 437g(a) (4) (B)
prohibits any information derived in connection with any
conciliation attempt from becoming public without the written
consent of the respondent and the Commission. Should you wish any
such information to become part of the public record, please
advise us in writing.

Enclosed you will find a fully executed copy of the final
conciliation agreement for your files.

Sincerely,

Charles N. Steele
General Counsel

BY: Kenneth A. Gross
Associate General Counsel

Enclosure
Conciliation Agreement
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of)
MUR 1166

Franklin Mint Corporation ) MUR 1180

CONCILIATION AGREEMENT

This matter was initiated by the Federal Election Commission

(hereinafter "the Commission"), pursuant to information

ascertained in the normal course of carrying out its supervisory

responsibilities.

On January 28, 1982, the Commission advised Franklin Mint

Corporation (hereinafter "Respondent") that the Office of General

Counsel was prepared to recommend that the Commission find

probable cause to believe that a violation has occurred.

On March 1, 1982, Respondent filed its response to the

General Counsel's recommendation in which it stated its position

that payments made by it to the Democratic National Committee and

the Republican National Committee pursuant to contractual

arrangements with these committees under which Respondent had

agreed to pay each committee for the use of certain party symbols

did not constitute "contributions or expenditures" under 2 U.S.C.

§441b.

On April 20, 1982, the Commission determined that there is

probable cause to believe that these payments were "contributions

or expenditures" under 2 U.S.C. S 441b, which are defined in that

section to include "any direct or indirect payment, distribution,

loan, advance, deposit, or gift of money to any candidate,

campaign committee, or political party or organization, in
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connection with any election to any of the offices referred to in

[the] section."

NOW, THEREFORE, the Commission and Respondent, having duly

entered into conciliation pursuant to 2 U.S.C. S 437g(4) (A) (i) do

hereby agree as follows:

I. The Commission has jurisdiction over the Respondent and

the subject matter of this proceeding.

II. Respondent has had a reasonable opportunity to

demonstrate that no action should be taken in this matter.

III. Respondent enters voluntarily into this Agreement with

the Commission.

IV. The pertinent facts in this matter are as follows:

(a) Respondent corporation has for years, as an

important part of its business, minted coins and

medallions commemorating historical figures, important

events, and the like. Such coins and medallions are

marketed as collectibles.

(b) In 1972, Respondent had entered into agreements

with the national committees of the two major political

parties, allowing use of the committees' symbols for

commemorative medals depicting the candidates of the

two parties in the 1972 Presidential campaign. At

Respondent's request for an opinion, the General

Accounting Office ruled, in a letter dated August 23,

1972, that advertisements for such commemorative medals

did not require certification under Section 104 of the
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Federal Election Campaign Act; the GAO found that "the

over-riding purpose of the advertisement is

transparently commercial aimed at selling the medals

rather than either of the candidacies" and that "we do

not consider that the law was intended to restrict

established commercial activities such as this."

(c) In 1976, Respondent similarly entered into

identical agreements with the Republican and Democratic

National Committees allowing Respondent to use a symbol

representing those parties' Presidential campaigns and

to represent its commemorative medallions as the

official campaign medals. In consideration of

Respondent's use of the committees' symbols, Respondent

agreed to pay each committee a royalty equal to 15% of

sales, with a minimum royalty of $30,000, and to

provide a quantity of medals equivalent in retail value

C~l to $5,000.

(d) In accordance with the terms of such agreements,

Respondent tendered to the Republican National

Committee, on October 27, 1976, and in July of 1979,

payments in an aggregate amount of $28,705.00, and to

the Democratic National Committee, on September 8, 1976

and October 29, 1976, payments in the aggregate amount

of $30,000.

V. Pursuant to its statutory and regulatory authority, and

in accordance with certain of its previous advisory opinions on
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other matters, the Commission has interpreted said payments by

Respondent, a corporation, to constitute "contributions or

expenditures" to a political committee. Respondent has taken

exception to the Commission's interpretation, asserting that such

payments constituted consideration pursuant to contracts for

Respondent's purchase of property interests of both the

Republican and Democratic National Committees for purely

commercial purposes.

VI. For purposes of conciliation only, Respondent agrees

that it shall not make any payments to any candidate, campaign

committee, or political party or organization in connection with

any election to any of the offices referred to in 2 U.S.C.

S 441b, including, but not limited to payments for the right to

use any symbols of the political parties.

VII. This agreement, unless violated, is a complete bar to

any further action by the Commission, including the bringing of a

civil proceeding pursuant to 2 U.S.C. S 437g(a) (6) (A), respecting

the alleged violation for which probable cause to believe has

been found. The Commission may review compliance with this

agreement on its own motion, or on request of anyone filing a

complaint under 2 U.S.C. S 437g(a) (1) concerning the matters at

issue herein. If the Commission believes that this agreement or

any requirement thereof has been violated, it may institute a

civil action for relief in the United States District Court for

the District of Columbia.
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VIII. This agreement shall become effective as of the date

that all parties hereto have executed same and the Commission has

appr ed the entire agreement.

t 2-
Charles N. Steele
General Counsel

BY:

Associate General Counsel

FRANKLIN MINT CORPORATION

BY: -2-f

ITS: // ((2Z y

Date 6 r

Date/

M - , p



FEDERAL ELECTION COMMISSION
WASHINGION, D.C. 20463

May 20, 1982

Alphons J. Hacki, President
Acropolis Books, Ltd.
2400 Seventeenth Street, N.W.
Washington, D.C. 20009

RE: MUR 1180

Dear Mr. Hackl:

On May 19, 1982, the Commission accepted the conciliation
agreement signed by you in settlement of a violation of 2 U.S.C.
S 441b(a), a provision of the Federal Election Campaign Act of
1971, as amended. Accordingly, the file has been closed in this
matter as it pertains to Acropolis Books, Ltd. However, 2 U.S.C.
S 437g(a) (4) (B) prohibits any information derived in connection
with any conciliation attempt from becoming public without the
written consent of the respondent and the-Commission. Should you
wish any such information to become part of the public record,
please advise us in writing.

Enclosed you will find a fully executed copy of the final
-r conciliation agreement for your files.

Sincerely,

Charles N. Steele
Gene Counsel

_,G ene A onso

BY: ne A_0s
Associate General Counsel

Enclosure
Conciliation Agreement
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BEFORE THE FEDERAL ELECTION COMMISSION 
P1:0

In the Matter of )
MUR 1180

Acropolis Books, Ltd. )

CONCILIATION AGREEMENT

This matter was initiated by the Federal Election Commission

(hereinafter "the Commission"), pursuant to information

ascertained in the normal course of carrying out its supervisory

responsibilities. Probable cause to believe has been found that

Acropolis Books, Ltd. ("Respondent") violated 2 U.S.C. S 441b by

making a corporate contribution to the Republican National

Committee.

NOW, THEREFORE, the Commission and Respondent, having dply

entered into conciliation pursuant to 2 U.S.C. S 437g(a)(4) )(i)

do hereby agree as follows:

I. The Commission has jurisdiction over the Respondezi,

and the subject matter of this proceeding.

II. Respondent has had a reasonable opportunity to

demonstrate that no action should be taken in this matter.
r,-.

III. Respondent enters voluntarily into this Agreement with

the Commission.

IV. The pertinent facts in this matter are that the

Respondent, a corporation, made royalty payments in the aggregate

amount of $3,195.75 to the Republican National Committee on

June 22, 1976, and October 23, 1976, respectively.

V. Respondent made a contribution in violation of 2 U.S.C.

441b(a). However, it is respondent's position that the royalty
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payments referred to were made in conformity with an arms length

business transaction under which respondent carried out its

contractual agreement as stipulated in the author/publisher book

contract; not to have paid the stipulated royalty would have

subjected respondent to litigation for non-compliance of its

agreement with the authors. It is respondent's position that it

was never respondent's intention to make a contribution, nor

influence an election.

VI. Respondent agrees that it shall not undertake any

activity which is in violation of the Federal Election Campaign

Act of 1971, as amended, 2 U.S.C. S 431, et seq.

VII. The Commission, on request of anyone filing a

complaint under 2 U.S.C. S 437g(a) (1) concerning the matters at

issue herein or on its own motion, may review compliance with

this agreement. If the Commission believes that this agreement

or any requirement thereof has been violated, it may institute a

civil action for relief in the United States District Court for

the District of Columbia.
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VIII. This agreement shall become effective as of the date

that all parties hereto have executed same and the Commission has

approved the entire agreement.

Date

Date

Charles N. Steele
General Counsel

BY: jL6
Kenneth A. Gross /
Associate General Counsel

BY:

ITS:

r

/*j



FEDERAL ELECTION COMMISSION
WASHINGTON, DC. 20463

Aiphons J. Hackl, President
Acropolis Books, Ltd.
2400 Seventeenth Street, N.W.
Washington, D.C. 20009

RE: MUR 1180

Dear Mr. Hackl:

On May , 1982, the Commission accepted the conciliation
agreement signed by you in settlement of a violation of 2 U.S.C.
S 441b(a), a provision of the Federal Election Campaign Act of
1971, as amended. Accordingly, the file has been closed in this
matter as it pertains to Acropolis Books, Ltd. However, 2 U.S.C.
S 437g(a) (4) (B) prohibits any information derived in connection

-, with any conciliation attempt from becoming public without the
written consent of the respondent and the Commission. Should you
wish any such information to become part of the public record,
please advise us in writing.

Enclosed you will find a fully executed copy of the final
conciliation agreement for your files.

C" Sincerely,

Charles N. Steele
General Counsel

BY: Kenneth A. Gross
Associate General Counsel

Enclosure
Conciliation Agreement
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

Acropolis Books, Ltd.
MUR 1180

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal

Election Commission, do hereby certify that on May 19,

1982, the Commission approved by a vote of 5-0 the signed

conciliation agreement in the above-captioned matter as

submitted with the General Counsel's Memorandum to the

Commission dated May 17, 1982.

Commissioners Elliott, Harris, McDonald, McGarry and

Reiche voted affirmatively in this matter; Commissioner

Aikens abstained from voting.

Attest:

_-ez- SWZ

Date U Marjorie W. Emmons
Secretary of the Commission

Received in Office of Commission Secretary:
Circulated on 48 hour tally basis:

5-17-82, 10:34
5-17-82, 4:00



JENVELOPES
U UNLIMITEDINC BOX 6002,649 NORTH HORNERS LANE. ROCKVILLE, MARYLAND 20850 301-4243300

March 22, 1982

fNJ

Federal Election Commission -
Washington, D.C. 20463 -U

Re: MUR 1180

Attention: Secretary of the Commission p"

Dear Sir:

As a follow-up to our letter, dated February 10, 1982, I
would like to clarify that the 125,000 #9 ivory window
envelopes purchased from the Republican National Committee
for the amount of $812.50 were excess office supplies that
the Republican National Committee had ordered. We, in turn,
sold these envelopes to another customer.

If we can be of further assistance, please do not hesitate

to ask.

Respectfully o .

Anthony I. Massiah
Comptroller

AIM:mm

r*-a

-oo



rJ iENVELOPES
UNLIMITEDIIoJo

649 N. HORNERS LANE, ROCKVILLE, MARYLAND 20850

p.•

Federal Election Commission
Washington, D.C. 20463
Attention: Secretary of the Commission

. .



Republican -

National B2tMAR 9 P4: 1
Committee
E. Mark Braden
House Counsel

Catherine E. Genslor
Deputy House Counsel

March 9, 1982

Honorable Frank P. Reiche -
Chairman
Federal Election Commission
1325 K Street, N. W. cri
Washington, D. C. 20463

RE: MIJR 1180

Dear Mr. Chairman:

The following summarizes the exchange of correspondence between the Federal
Election Commission and the Republican National Committee (R1NC) regarding
MUR 1180.

On February 26, 1981, the Republican National Committee received a letter from
the Chairman of the Federal Election Commission indicating that the Commission,
on December 2, 1980, found reason to believe that the Republican National Corn-

-' mittee had violated 2 USC §441 b(a). Accompanying that letter was a report on
the Commission's findings. On May 15, 1981, the Republican National Committee

r- submitted to the Commission a response disputing the alleged violations.

On February 1, 1982, the Republican National Committee received a letter from
the General Counsel of the Federal Elections Commission indicating that the
Office of General Counsel was "prepared to recommend that the Commission find
probable cause to believe that a violation has occurred." Attached to that
letter was a brief stating the position of the General Counsel on the legal and
factual issues of MUR 1180.

The Republican National Committee's position upon the issues contained in the
General Counsel's brief has remained unchanged from our initial response of
May 15, 1981. The General Counsel's brief of January 28, 1982, does not appear
to be responsive to many of the arguments submitted by the RNC on May 15, 1981.
Because of this fact, I see no justification in restating, in detail, arguments
presently before the Commission. Instead, I will attempt to briefly restate
the RNG''s position on the recommendations from the Office of General Counsel.

Dwight D. Eisenhower Republican Center: 310 First Street Southeast, Washington, DC 20003 (202) 484-6639
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FRANKLIN MINT

The General Counsel's office recommends that the Commission find probable 
cause

to believe that the RNC violated 2 Usc @441 b by accepting corporate contributions

from the Franklin Mint Corporation.

Retro-Active Application. In arriving at its conclusion, the General Counsel's

office applied guidelines which were announced by the Commission three years

following the execution of the underlining agreement between the RNC and

Franklin Mint Corporation (See AO 1979-17). The inequity of this retroactive

application requires no great illumination. The RNC's reasonable and good faith

reliance that the FECA did not prohibit this transaction should isolate it from

penalty. Counsel to the Democratic National Committee clearly reached the same

conclusion as to the permissibility of the contract since they entered into an

identical agreement with Franklin Mint Corporation.

Commercial Transaction. The General Counsel's recommendation ignores the purpose

and nature of this contractual transaction. The contract between Franklin Mint

and the RNC is simply an arms length commercial transaction. There is no con-

Ntribution present. The FECA prohibits a corporation from making ". . a contri-

bution or expenditure in connection with any election to any political office."

A contribution or expenditure includes ". . any direct or indirect payment,

distribution, loan, advance, deposit or gift of money or any services or anything

of value . . . to any candidate, campaign, committee or political party or organ-

ization in connection with any election to federal office . "This commercial

transaction cannot be considered in connection with any election to federal office.

The Franklin Minthad no desire, or intent, to influence any election. The Franklin

Mint intended to sell coins. How can any partisan political motive be impugned

to Franklin Mint when an identical contract was executed with the Democratic

National Committee? The Commission should recognize that its General Counsel's

office never attempted even to imply that the transaction between the Republican

National Committee and the Franklin Mint Corporation is not a reasonable arms

length commercial transaction. If Congress desired to prohibit all commercial

activities by political parties, that language would be present in the Act. No-

where in the Federal Election Campaign Act has Congress expressed a desire to

prohibit commercial activities by political parties. The General Counsel's

office fails to provide direction to what legislative history it depends on for

its interpretation that Congress intended to prohibit any commercial activities

by political parties.

ACROPOLIS BOOKS

The General Counsel's office recommends that probable cause be found that the

RNC violated 2 USC §441 b by accepting a corporate contribution from Acropolis

Books, Ltd. The arguments presented in opposition to the General Counsel's

position on the Franklin Mint issue apply equally to this transaction. In
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addition to those arguments, the Commission should be cognizant that the
General Counsel's brief fails to recognize the different nature of the
agreement underlining this transaction. An examination of the contract
between the Republican National Committee, Acropolis Books and the authors of
Republican Humor indicates that the RNC is basically in a position of a
third-party bene'ficiary rather than an active participant in this contract.
The failure to address this issue makes the General Counsel's recommendation
fatally flawed. If the RNC is in the position of a third-party beneficiary,
the transfer of funds from Acropolis would be more appropriately characterized
as individual contributions of the authors rather than corporate contributions.
The RNC received payments which would have customarily been received by the
authors. No recommendation which arises from an analysis which fails to
recognize this factor should be considered by the Commission.

ENVELOPES UNLIMITED/DATATEL, INC.

The General Counsel's office has recommended that the Commission find probable
cause to believe that the RNC violated 2 USC §441 b by leasing time on the
RNC's computer equipment to Envelopes Unlimited, Inc., and Datatel, Inc. The
RNC was unaware that the Federal Election Campaign Act could, or should, be
interpreted in a manner to require it to waste its assets. The computer
facilities of the Republican National Committee were paid for by contributions
raised under the limitations and restrictions of the Federal Election Campaign
Act. To require the Republican National Committee not to utilize this facility
to its fullest capacity is to require the Committee to waste the contributions
provided to it by its supporters. This failure to properly and reasonably
utilize the assets of the committee would be a breach of the RNC's fiduciary
responsibilities to its contributors.

The statutory or regulatory basis for the differentiation postulated by the
General Counsel's office between leasing and sale of computer equipment is not
apparent. The General Counsel's office analysis would indicate that the RNC
could sell a computer to a corporation, but could not lease time to a corporation.
Their attempt to postulate a difference between these two forms of transactions
is ludicrous.

The strained nature of the position can be illustrated by a recent example.
In 1981 an attorney from the General Counsel's office of the Commission spent
approximately one week at the Republican National Committee photocopying the
1980 long distance telephone records of the Committee. He requested that the
RNC permit him to use a photocopying machine owned by the Committee. He agreed
to pay for the Commission's use of the RNC's equipment. A lease agreement was
not drawn up to memorialize this use of the Committee's equipment. A lease
agreement could have been drafted because this transaction involved substantively
the Federal Election Commission leasing, on a limited basis, a piece of RNC equip-
ment. Under the General Counsel's analysis in I4UR 1180, the conclusion that one
must draw is that our receipt from the Federal Election Commission of a check in
excess of One Hundred Dollars ($100.00) for the 'use' or lease of the photocopier
was a contribution by the Federal Election Commission to the RNC. This illustrates
the untenable nature of the position of the General Counsel's office on this issue.
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FIFTY-EIGHT CORPORATIONS AND ONE LABOR UNION

The Office of General Counsel recommends that the Commission find probable cause
to believe that the RNC violated 2 USC g441 b by accepting corporate contribu-
tions from fifty-eight (58) corporations and one (1) labor union in a total
amount of Two Thousand Thirty-two Dollars and Ninety-eight Cents ($2,032.98).
The brief presented to the Commission by the Office of General Counsel states:
"The Office of General Counsel has only the bold statement contained in RNC
records reviewed by the auditors that a sum of money was received from a cor-
porate entity for FEC law seminars or a PAC seminar or a campaign manual."
There is nothing unusual in the fact that transactions which, in some cases,
are now more than six years old, in amounts ranging from $10.00 to $20.00, do
not have extensive documentation. This may reflect one of the reasons for the
enactment of 2 USC %445 and is one of the underlying reasons for the Statute of
Limitations provisions throughout the U. S. Code.

As indicated in General Counsel's-brief, many of these small dollar ieceipts
involve the sale of almanacs, Promises and various newsletter subscriptions.
Appendixed to this brief are copies of the items which were sold to corpora-
tions. It is self-evident that the sale price of these items does not meet

N their incremental costs without consideration of developmental costs. The
receipt of sums for them was in an effort to defray a limited portion of their
cost and to limit distribution to those entities or individuals that had a
serious desire. No one with even the slightest political experience can assume
that these were developed as fund raising tools. They were developed for
distribution to the press, Republican organizations and candidates.

DAVID SEROTKIN

' The General Counsel's office recommends that the Commission find probable cause
to believe that the RNC violated 2 USC §441 a(d)(3)(B) by making excessive
expenditures on behalf of David Serotkin, candidate for Congress.

This matter arises from an audit of the Republican National Committee covering
the period of January 1, 1976, through March 31, 1979. During that time, the
Republican National Committee expended millions of dollars in support of hundreds
of candidates for federal office. The RNC was, during this period, operating
under totally new limitations on its activities in support of candidates for
federal office. The methods, procedures and safeguards to insure the Committee's
compliance with this law were still in an evolutionary stage. The fact that an
audit of the RNC covering this difficult time frame alleges only a single exces-
sive contribution by the RNC to a federal candidate indicates the RNC's desire
and efforts to comply fully with the letter and spirit of the FECA. The RNC
has made contact with the individual to whom we are alleged to have made the
excessive expenditure in an attempt to have funds returned to the RNC. Mr.
Serotkin has refused our request and indicates that he now is a Democrat. The
de minimis nature of this alleged violation in comparison with the Committee's
overall financial activities suggests that no finding of probable cause be made
in this matter.
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PERIOD OF LIMITATIONS

The RNC believes that the FEC is barred from further proceedings against the
RNC in MUR 1180 in connection with any and all instants cited in FEC's notifi-
cation for reason to believe finding and subsequent materials which occurred
on or before February 22, 1978. 2 USC §455.

Very truly yours,

E. Mark Braden

EMB:jd
Enclosures

cc: Charles N. Steele
Joan D. Aikens
Lee Ann Elliott
Thomas E. Harris
Danny Lee McDonald
John Warren McGarry
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Republican 8MROAO
National
Committee
E. Mark Braden
House Counsel

Catherine E. Genslor
Deputy House Counsel

March 9, 1982

Honorable Frank P. Reiche
Chairman
Federal Election commission
1325 K Streets N. W.
Washington, D. C. 20463

ell* RE: MUR 1180

Dear Mr. Chairman:

The following summarizes the exchange of correspondence between the Federal
Election Commission and the Republican National Committee (RNC) regarding
MUR 1180.

On February 26, 1981, the Republican National Committee received a letter from
the Chairman of the Federal Election Commission indicating that the Commission,
on December 2, 1980, found reason to believe that the Republican National Com-

~-. mittee had violated 2 USC §441 b(a). Accompanying that letter was a report on
the Commission's findings. On May 15, 1981, the Republican National Committee
submitted to the Commission a response disputing the alleged violations.

On February 1, 1982, the Republican National Committee received a letter from
the General Counsel of the Federal Elections Commission indicating that the
Office of General Counsel was "prepared to recommend that the Commission find
probable cause to believe that a violation has occurred." Attached to that
letter was a brief stating the position of the General Counsel on the legal and
factual issues of MUR 1180.

The Republicai National Committee' s position upon the issues contained in the
General Counsel's brief has remained unchanged from our initial response of
May 15, 1981. The General Counsel's brief of January 28, 1982, does not appear
to be responsive to many of the arguments submitted by the RNC on May 15, 1981.
Because of this fact, I see no justification in restating, in detail, arguments
presently before the Comm~ission. Instead, I will attempt to briefly restate
the RNC''s position on the recommendations from the Office of General Counsel.

Dwight D. Eisenhower Republican Center: 310 First Street Southeast, Washington, DC 20003 (202) 484-6639
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FRAN~KLIN MINT

The General Counsel'9 office recommends that the Commission find probable cause

to believe that the RNC violated 2 usc §441 b by accepting corporate contributions

from the Franklin Mint Corporation.

Retro-Active Application. In arriving at its conclusion, the General Counsel's

office applied guidelines which were announced by the Commission three years

following the execution of the underlining agreement between the RI4C and

Fiatiklin Mint Corporation (See AO 1979-17). The inequity of this retroactive

application requires no great illumination. The RNC's reasonable and good faith

reliance that the FECA did not prohibit this transaction should isolate it from

penalty. Counsel to the Democratic National Committee clearly reached the same

conclusion as to the permissibility of the contract since they entered into an

identical agreement with Franklin Mint Corporation.

Commercial Transaction. The General Counsel's recommendation ignores the purpose

el% and nature of this contractual transaction. The contract between Franklin Mint

and the RNC is simply an arms length commercial transaction. There is no con-

N tribution present. The FECA prohibits a corporation from making ". . a contri-

bution or expenditure in connection with any election to any political office."

A contribution or expenditure includes ". . any direct or indirect payment,

distribution, loan, advance, deposit or gift of money or any services or anything

of value . . . to any candidate, campaign, committee or political party or organ-

.^ ization in connection with any election to federal office . . " This commercial

transaction cannot be considered in connection with any election to federal office.

The Franklin Minthad no desire, or intent, to influence any election. The Franklin

Mint intended to sell coins. How can any partisan political motive be impugned

to Franklin Mint when an identical contract was executed with the Democratic

National Committee? The Commission should recognize that its General Counsel's

office never attempted even to imply that the transaction between the Republican

National Committee and the Franklin Mint Corporation is not a reasonable arms

length commercial transaction. If Congress desired to prohibit all commercial

activities by political parties, that language would be present in the Act. No-

where in the Federal Election Campaign Act has Congress expressed a desire to

prohibit commercial activities by political parties. The General Counsel's

office fails to provide direction to what legislative history it depends on for

its interpretation that Congress intended to prohibit any commercial activities

by political parties.

ACROPOLIS BOOKS

The General Counsel's office recommends that probable cause be found that the

RNC violated 2 USC §441 b by accepting a corporate contribution from Acropolis

Books, Ltd. The arguments presented in opposition to the General Counsel's

position on the Franklin Mint issue apply equally to this transaction. In



addition to those arguments, the Commission should be cognizant that the
General Counsel's brief fails to recognize the different nature of the
agreement underlining this transaction. An examination of the contract
between the Republican National Committee, Acropolis Books and the authors of
Republican Humor indicates that the RNC is basically in a position of a
third-party beneficiary rather than an active participant in this contract.
The failure to address this issue makes the General Counsel's recommendation
fatally flawed. If the RNC is in the position of a third-party beneficiary,
the transfer of funds from Acropolis would be more appropriately characterized
as individual contributions of the authors rather than corporate contributions.
The RJNC received payments which would have customarily been received by the
authors. No recommendation which arises from an analysis which fails to
recognize this factor should be considered by the Commission.

ENVELOPES UNLIMITED/DATATEL, INC.

The General Counsel's office has recommended that the Commission find probable
cause to believe that the RNC violated 2 USC §441 b by leasing time on the
RNC's computer equipment to Envelopes Unlimited, Inc., and Datatel, Inc. The

co RNC was unaware that the Federal Election Campaign Act could, or should, be
interpreted in a manner to require it to waste its assets. The computer
facilities of the Republican National Committee were paid for by contributions
raised under the limitations and restrictions of the Federal Election Campaign
Act. To require the Republican National Committee not to utilize this facility
to its fullest capacity is to require the Committee to waste the contributions
provided to it by its supporters. This failure to properly and reasonably
utilize the assets of the committee would be a breach of the RNC's fiduciary
responsibilities to its contributors.

The statutory or regulatory basis for the differentiation postulated by the
General Counsel'soffice between leasing and sale of computer equipment is not

C_ apparent. The General Counsel's office analysis would indicate that the RNC
could sell a computer to a corporation, but could not lease time to a corporation.
Their attempt to postulate a difference between these two forms of transactions
is ludicrous.

The strained nature of the position can be illustrated by a recent example.
In 1981 an attorney from the General Counsel's office of the Commission spent
approximately one week at the Republican National Committee photocopying the
1980 long distance telephone records of the Committee. He requested that the
RNC permit him to use a photocopying machine owned by the Committee. He agreed
to pay for the Commission's use of the RNC's equipment. A lease agreement wasnot drawn up to memorialize this use of the Committee' s equipment. A lease
agreement could have been drafted because this transaction involved substantively
the Federal Election Commission leasing, on a limited basis, a piece of RNC equip-
ment. Under the General Counsel's analysis in MUR 1180, the conclusion that one
must draw is that our receipt from the Federal Election Commission of a check in
excess of One Hundred Dollars ($100.00) for the 'use' or lease of the photocopier
was a contribution by the Federal Election Commission to the RNC. This illustrates
the untenable nature of the position of the General Counsel's office on this issue.
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FIFTY-EIGHT CORPORATIONS AND ONE LABOR UNION

The Office of General Counsel recommends that the Commission find probable cause
to believe that the RNC violated 2 USC g441 b by accepting corporate contribu-
tions from fifty-eight (58) corporations and one (1) labor union in a total
amount of Two Thousand Thirty-two Dollars and Ninety-eight Cents ($2,032.98).
The brief presented to the Commission by the Office of General Counsel states:
"The Office of General Counsel has only the bold statement contained in RNC
records reviewed by the auditors that a sum of money was received from a cor-
porate entity for FEC law seminars or a PAC seminar or a campaign manual."
There is nothing unusual in the fact that transactions which, in some cases,
are now more than six years old, in amounts ranging from $10.00 to $20.00, do
not have extensive documentation. This may reflect one of the reasons for the
enactment of 2 USC §445 and is one of the underlying reasons for the Statute of
Limitations provisions throughout the U. S. Code.

As indicated in General Counsel's brief, many of these small dollar receipts
involve the sale of almanacs, Promises and various newsletter subscriptions.
Appendixed to this brief are copies of the items which were sold to corpora-
tions. It is self-evident that the sale price of these items does not meet
their incremental costs without consideration of developmental costs. The

cv- receipt of sums for them was in an effort to defray a limited portion of their
cost and to limit distribution to those entities or individuals that had a
serious desire. No one with even the slightest political experience can assume
that these were developed as fund raising tools. They were developed for
distribution to the press, Republican organizations and candidates.

r DAVID SEROTKIN

The General Counsel's office recommends that the Commission find probable L use
to believe that the RNC violated 2 USC §441 a(d)(3)(B) by making excessive
expenditures on behalf of David Serotkin, candidate for Congress.

This matter arises from an audit of the Republican National Committee covering
the period of January 1, 1976, through March 31, 1979. During that time, the
Republican National Committee expended millions of dollars in support of hundreds
of candidates for federal office. The RNC was, during this period, operating
under totally new limitations on its activities in support of candidates for
federal office. The methods, procedures and safeguards to insure the Committee's
compliance with this law were still in an evolutionary stage. The fact that an
audit of the RNC covering this difficult time frame alleges only a single exces-
sive contribution by the RNC to a federal candidate indicates the RNC's desire
and efforts to comply fully with the letter and spirit of the FECA. The RNC
has made contact with the individual to whom we are alleged to have made the
excessive expenditure in an attempt to have funds returned to the RNC. Mr.
Serotkin has refused our request and indicates that he now is a Democrat. The
de minimis nature of this alleged violation in comparison with the Committee's
overall financial activities suggests that no finding of probable cause be made
in this matter.
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PERIOD OF LIMITATIONS

The RNC believes that the FEC is barred from further proceedings against the
RNC in MUR 1180 in connection with any and all instants cited in FEC's notifi-
cation for reason to believe finding and subsequent materials which occurred
on or before February 22, 1978. 2 USC §455.

Very truly yours,

E. Mark Braden

EMB: jd
Enclosures

cc: Charles N. Steele
Joan D. Aikens
Lee Ann Elliott
Thomas E. Harris
Danny Lee McDonald
John Warren McGarry
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Charles N. Steele, Esq.
General Counsel
Federal Election Commission
1325 K Street, N. W.
Washington, D. C. 20463
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DAVENPORT & ASSOCIATES, P. C.
ATTORNYS AT LAW

il MCLEAN OFFICE CENTRE

0645 ELM STREET

MCLEAN, VIOrJA 98101

DAVID M. DAVENPORT (703) 70O-1I62 1620 K STREET, N. W.
ROBERT J. DAVENPORT SUITE 520
BRUCE V. MEYER WASHINGTON, 0. C. 20006

March 8, 1982

Mr. William Taylor
Office of General Counsel
Federal Election Commission
Washington, D.C. 20463

Re: Datatel, Inc.

MUR 1180

Dear Mr. Taylor: C.

Enclosed herewith are three copies of the reply of Datatel, Inc. in the referenced
matter. Ten additional copies have been lodged with the Secretary of the Commission
this date. If you have any questions regarding same, or wish any additional information,
please advise.

Very truly yours,

DAV PORTT A ES, P.C.

David M. Davenport

DMD/bsm

Enclosures



DAVID M. DAVENPORT

ROBERT J. DAVENPORT

BRUCE V. MEYER

0 0
DAVENPORT & ASSOCIATES, P. C.

ATTORNEYS AT LAW

Oil MCLEAN OFFICE CENTRE

6845 ELM STREET

MCLEAN, VIRGINIA 22101

(703) 790-1262

-A

1629 K STREET, N. W.
SUITE 520

WASHINGTON. D. C. 20006

March 8, 1942

"eNretdrv of the Commission
Ftederal rlection .ommission
,ashingto~i, ').(:. 20463

Re: Datatel, Inc.
MiU R 11:80

U~nclosed I'erewith are ten copies of the Reply Brief of Datatel, Inc. for filing in
tM'e re'erpnced matter. Three additional copies have been forwarded to Mr. William
fiv or, oi the ,)ftice of General Counsel this date. If you have any questions regarding
s lie, or a Iv any additional information, please advise.

Very truly yours,

f)AVE. >PO0iT & ASSOCIAmfs, P.C.

r)avid .,% Ddvenport

k



DESIGN AND PROCESS. NG OF MANAGEMENT INFORMATION SYSTEMS

LuatalR I pt
January 27, .1977

Exhibit A

Mr. Ron Charnock
Republican National Committe'
310 1st Street, S.E.
Washington, D.C. 20003

Dear Ron:

As yiu know, we are now actively looking to leasc the 360/40.
During our discussion of last Friday, you expressed an interest
in the possibility of RNC subleasing the 360/40 from Datatel,
along with floor space, power and air conditioning, but excluding

e- maintenance.

The configuration that we are willing to lease under this
:rrangement is as follows:

1 - 2040 (256K) CPU
1 - 2803 Model II Tape Controller
1 - 1403 N1 Printer

__ 1 - 2540 Card Reader/Punch
1 - 2314 Al (8 drives) Disk

C- 1 - 2821 I/0 Controller
3 - 2401 Model VI Tapes, 800/1600 BPI
1 - 2401 Model III Tapes, 800 BPI

The terms of the lease would be for two (2) years at a cost of
$7,500 per month.

As you know, under this kind of arrangement, there would be the
distinct possibility of Datatel lcasing time from the RNC on the
second and third shifts.

1,We have received a great deal of interest in this machine since
we first put it on the market back in the first part of December.
Our current plans ire to make our final decision for this machine.
in the earl) part of February. If you are so inclined to consider



Exhibit A
Page twoMr. Ron Charnock

Republican National Committee
January 27, 1977

this kind of arrangemcnt w.e need to hear from you within the
next week.

if you have any questions, please do not hesitate to call.

Sincerely,

Paul T. Hawkins
" Vice President, Operations

_ DATATEL, INC.

I ̂  1TH/ s 1 r

0 ,
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LEASE AGREEMENT, dated as of February 28, 1977, between

Datatel, Inc. (lessor), a Maryland Corporation, having its

principal office at 3700 Mount Vernon Avenue, Alexandria,

Virginia, and the Republican National Committee ("Lessee"),

having its principal office at 310 First Street, Southeast,

Washington, D. C.

W I T N E S S E T H:

1. Equipment,_ Rent and Term. Subject to the terms

and conditions hereof, Lessor hereby leases to Lessee, and

Lessee hereby leases from Lessor, the computer equipment

described in Exhibit A attached hereto (the "Equipment") for

a term beginning on March 1, 1977 and ending on October 15, 1978.

2. Method of Payment. Lessee agrees to pay to Lessor,

or to Lessor's assignee, the sum of $7,500.00 per month with

the first such payment due and payable on the 1st day of March,

1977, and each subsequent payment due and payable on the 1st

day of each month thereafter for the term of the lease.

3. Use and Location. Lessee shall cause the Equipment

to be operated in accordance with any applicable manufacturer's

manuals or instructions, by competent and duly qualified

personnel only, and in accordance with applicable



governmental regulations, if any. Lessee shall keep the

Equipment at its present location at 3700 Mount Vernon Avenue,

Alexandria, Virginia, so long as Lessee retains rights as

a tenant to such space. Lessee agrees that it will not change

the location of the Equipment without the prior written con-

sent of Lessor, which consent shall not be unreasonably with-

held. The costs of any relocation of the Equipment shall

be borne by the Lessee.

A. Termination

Datatel, Inc. hereby reserves the right to terminate

this Agreement by giving notice to Lessee, consistent with

Paragraph 16 of this Agreement, at least 60 days before such

termination shall become effective. In the event Lessor shall

terminate this Agreement, Lessor hereby expressly agrees to

assume all space leased to Lessee under this Agreement, in

addition to equipment, materials, services or anything tangible

or intangible which is covered by this Agreement, and Lessor

Lfurther agrees that Lessee's liability hereunder shall cease.
B. Relocation of Equipment

In the event Lessor shall terminate this Agreement

under Subparagraph A, above, Lessor expressly agrees that

Lessee shall be able, in Lessee's sole discretion, to lease

the Equipment specified in this Agreement for a period beginning,

on the date Lessor terminates this Agreement under Subparagraph

A, above, and ending October 15, 1978. Lessor further agrees

tat such lease shall not be at a monthly rental rate greater

than $7,500.00 per month, less $500.00 per month representing
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In the event of termination under this Paragraph

and upon negotiation of a new Agreement, Lessor agrees that

Lssee may move said Equipment to any other premises which

shle , in Lessor's opinion, be adequate for keeping, maintain-

ing and using the Equipment. Lessee agrees to pay all costs

attendant on moving the Equipment and putting the Equipment

in operation at the new premises. Lessee further agrees to

bear the risk of damage to said Equipment while in transit,

and maintain said Equipment in the new premises in all manners

consistent with the terms of this Agreement.

4. Risk of Loss. During the period the Equipment

is in transit or in the possession of Lessee, Lessee shall

bear the entire risk of loss, theft, damage or destruction of

the Equipment for any cause whatsoever; and no loss, theft,.

damage or destruction shall relieve Lessee of the obligation

to pay rent or of any other obligation under this Lease

Agreement. In the event of damage to any item of Equipment,

IfLessee shall promptly place the same in good repair. If the

Equipment is in its entirety lost, stolen, destroyed or

damaged beyond repair, Lessee, at the option of Lessor, shall

(a) replace same with like Equipment in good repair, or (b)

pay to Lessor the aggregate amount of all unpaid monthly

rental payments hereunder, provided that such obligations

shall be offset by any insurance payment received by Lessor

as described in Paragraphs5 hereof.

5. Insurance. Lessee, at its own cost and expense,

shall cause to be carried and maintained on the Equipment in-

surance in such amounts, against such risks, in such form and
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with such insurance companies as shall be satisfactory to the

Lessor from time to time; provided, however, that the amount

4of property damage insurance in effect for the Equipment from
time to time shall in no event be less than the greater of

'the full replacement cost of the Equipment or the aggregate

amount of all unpaid monthly rental payments hereunder. All

insurance policies (including liability policies) shall name

both Lessor and Lessee as insureds. Unless Lessor shall

otherwise agree in writing, each liability policy shall provide

for all losses to be paid on behalf of Lessor and Lessee as

their respective interests may appear and each direct damage

policy shall provide for all losses to be paid directly to

Lessor. Each policy shall expressly provide that such insur-

Hance as to Lessor shall not be invalidated by any act, omission

or neglect of Lessee. Lessor may apply the proceeds of said

insurance to replace or repair the Equipment or to satisfy the

obligations of Lessee hereunder. In the event that Lessor

does not replace or repair the Equipment within sixty (60) days

after receipt of such insurance proceeds, all obligations of

Lessee pursuant to this Lease Agreement shall thereafter be

terminated. Lessee hereby irrevocably appoints Lessor as the

l~attorney-in-fact of Lessee to make claim for, receive payment
of, and execute and endorse all documents, checks or drafts

received in payment for loss or damage under any of said in-

surance. At the request of-Lessor, Lessee shall furnish proof

of said insurance. If Lessee fails to procure or maintain

said insurance, Lessor shall have the right, but shall not be

obligated, to effect such insurance. In the event of such pay-

ment by Lessor, Lessee shall repay to Lessor the cost thereof



6. Taxes. Lessee shall pay, and indemnify and

hold Lessor harmless from, all license and registration fees

and all sales, use, personal property and other taxes, levies,

imposts, duties, charges or withholdings of any nature (to-

gether with any penalties, fines or interest thereon) arising

at any time during the period in which the Equipment is leased

hereunder, or upon the return of such Equipment to Lessor (but

not including any such fees, taxes, levies, imposts, duties,

charges or withholdings resulting from the acguisition of the

Equipment by Lessor), which are imposed against Lessor by any

federal, state or local government or taxing authority upon

or with respect to such Equipment or the use of such Equipment

by Lessee during the term of this Lease Agreement, unless and

to the extent only that any such tax, levy, impost, duty,

charge or withholding is being contested in good faith and by

appropriate proceedings. Notwithstanding the foregoing, Lessor

and its principals shall be solely responsible for their re-
spective income tax liabilities, and Lessee shall have no

obligations with respect thereto. In case any report or any

return is required to be made with respect td any obligation

of Lessee under this Paragraph or arising out of this Para-

graph, Lessee shall either make such report or return in such

manner as will show the ownership of the Equipment in Lessor

and send a copy of such report or return to Lessor, or notify

isuch manner as shall be satisfactory to Lessor. The

obin ain of Lessee under this Paragraph shall survive the

termination of the Agreement. If Lessee fails to make any
payment which it is obliged to make pursuant to this Paragraph,

Lessor shall have the right, but shall not be obligated, to

-4
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Lessee shall repay to Lessor the amount thereof as additional

rent hereunder with the next monthly rental payments.

7. Warranty. Lessor warrants that each item of

Equipment leased hereunder is in good working order on the

fldate of this Lease Agreement. Lessor shall, in accordance with

the terms of this Lease Agreement, cause to be made all nec-

essary adjustments, repairs and replacements necessary to

remedy any defect in the Equipment existing on the date of

this Lease Agreement. The obligation of Lessor under this

Paragraph is limited to repair or replacement of any parts or

items of Equipment required to place the Equipment in good

working order on the date of this Agreement.

8. Maintenance and Repair; Return of Equipment.

Except as provided in Paragraph 7, Lessee, at its own expense,

shall keep and maintain, or cause to be kept and maintained,

the Equipment in as good operating condition as when delivered

to Lessee hereunder, ordinary wear and tear excepted, and will

provide or cause to be provided all maintenance and service'

and all repairs necessary for such prupose. In addition,

except as provided in Paragraph 7, if any parts or accessories'

forming part of any item of Equipment shall from time to time

become worn out, lost, destroyed, damaged beyond repair or

otherwise permanently rendered unfit for use, Lessee, at its

own expense, shall within a reasonable time replace such parts

or accessories, or cause the same to be replaced,by replace-

Vment parts or accessories which are free and clear of all liens,!

encumbrances or rights of others and have a value and utility

at least equal to the parts or accessories replaced. All such



provided that such addition does not impair value or utility

of such item; and any parts or accessories so added to such

item, if not required to be added as a replacement as above

provided, shall remain the property of Lessee or any other

owner thereof and may be removed by Lessee at any time prior

to the expiration of this Lease Agreement, provided that such

removal does not impair the value or utility of the Equipment

and that no Event of Default hereunder shall then have occurred

and be continuing. All parts or accessories not so removed

shall become the property of Lessor.

In the case of each item of Equipment, upon the expir-1

ation of this Lease Agreement or upon the earlier termination 
ofi

this Lease Agreement upon the occurrence of an Event of Default, 
i

Lessee, at its own expense, shall return possession of the

Equipment forthwith to Lessor. Upon such return of possession

of the Equipment, Lessee agrees that there will be removed

from the Equipment any name or other identification of Lessee

thereon and that the Equipment will be in the same condition

as when delivered to Lessee hereunder, ordinary wear and tear

excepted, and free and clear of all liens, encumbrances or

rights whatsoever except liens or encumbrances 
resulting from I

claims against Lessor or specified in Paragraph 9.

9. Liens and Encumbrances. Lessee shall not directly'

or indirectly create, incur or assume any mortgage, pledge, lien,

attachment, charge, encumbrance or right on or with respect to

the Equipment, except (i) the respective rights of Lessor 
and

Lessee as herein provided, (ii) liens for taxes either not yet

due or being contested in good faith and by appropriate pro-

ceedings, (iii) rights of parties to service agreements and

-7-
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other agreements relating to the use of the Equipment entered 
I

into by Lessee in the ordinary course of its business, and

(iv) inchoate materialmen' s, mechanics', workmen's, repairmen's

or employees' liens or other like liens arising in the ordinary

course of business and securing obligations which are not

delinquent. Lessee shall'promptly notify Lessor thereof in

writing, and will promptly, at Lessee's expense, cause any

such mortgage, pledge, lien, attachment, charge, encumbrance

or right not excepted above which may arise at any time 
to

be duly discharged, dismissed and removed as soon as possible,

but in any event within 30 days after the existence of 
same

shall have first become known to Lessee.

10. Identification. Lessee shall place on each

item of Equipment insignia, plates or other identification 
of

a size acceptable to Lessor and in a conspicuous place 
satis-

factory to Lessor showing Lessor's title to such item.

11. Title and Idenmification. The Equipment is and

shall remain personal property irrespective of its manner 
of

attachment to realty or its use. Title to all Equipment leased

hereunder shall remain with Lessor or its designee. 
Lessee

shall indemnify Lessor against, and hold Lessor harmless 
from,

any and all claims, actions, proceedings, expenses, damages

and liabilities, including attorneys' fees, arising in connection

with the use of the Equipment by Lessee.

12. Further Assurances. Lessee shall promptly and

duly execute and deliver to Lessor such further documents 
and

assurances and take such further action as Lessor may 
from time

totie- eqet n-rdr omoreef fecntively carry out the



created, in favor of Lessor hereby, including without limitation,

Ci) the filing or recording of this Lease Agreement (or any

schedule or amendment hereto), or a financing statement with

respect hereto or thereto, in accordance with the laws of any

applicable jurisdictions, and (ii) the taking of such further

actions as Lessor may deem desirable to fully protect the

interests of Lessor hereunder in accordance with the Uniform

Commercial Code or other applicable laws. Lessee hereby

authorizes Lessor to effect any such filing or recording as

aforesaid (including the filing of any such financing statements'

without the signature of Lessee), and the costs and expenses

of Lessor with respect thereto shall constitute additional renti,

payable on demand.

13. Default of Lessee. The following events shall

constitute events of default (herein called "Events of Default")

hereunder: (i) Lessee shall fail to make any monthly rent pay- I

ment within ten (10) days after the same shall become due; or

(ii) Lessee shall fail to make any other payment or to per-

form or observe any other covenant, condition or agreement to

be performed or observed by it hereunder and such failure shall

continue unremedied for a period of twenty (20) days after

written notice of Lessee thereof by Lessor; or (iii) any rep-

resentation or warranty made by Lessee herein or in any document!I

or certificate furnished Lessor in connection herewith or

pursuant hereto shall prove to be incorrect at any time in any

IImaterial respect; or (iv) Lessee shall become insolvent or

bankrupt or make any assignment for the benefit of creditors or

consent to the appointment of a trustee or receiver, or a

truste ora reeive shalpbeappointed for Lessee or for a

II



substantial part of its property without its consent and shall

not be dismissed for a period of thirty (30) days, or bank-

ruptcy, reorganization or insolvency proceedings shall be in-

stituted by or against Lessee and, if instituted against Lessee,

shall not be dismissed for a period of thirty (30) days. Upon

the occurence of any Event of Default, and at any time there-

after so long as the same shall be continuing, Lessor may, at

its option, declare this Lease Agreement to be in default, and I

at any time thereafter, so long as Lessee shall not have

remedied all outstanding Events of Default, Lessor may do one or!

more of the following with respect to any or all of the Equip-

ment as Lessor in its sole discretion shall elect, to the

extent permitted by, and subject to compliance with any manda-

tory requirements of, applicable law then in effect:

(a) Lessor may enter the premises of Lessee and

take immediate possession of the Equipment, all without liabil-

ity to Lessee for or by reason of such entry or taking of

possession, whether for the restoration of damage to property

caused by such taking or otherwise, and, in such event, not-

withstanding such termination, Lessor shall be entitled to re-

cover all unpaid monthly rental payments that may have previously

accrued; or

(b) Lessor may, without repossessing the Equipment,

but without waiving its right so to do, continue to be entitled

to receive monthly rental payments as scheduled pursuant to

Paragraph 2, and may make such changes in the Equipment as to

prevent its use by Lessee during the continuation of the Event

of Default; provided that if the Event of Default described in

clause (iv) of this Paragraph 13 shall have occurred, the

entire aggregate amount of all unpaid monthly rental payments

-10-



through the end of the term of this Lease Agreement shall

immediately become due and payable by Lessee to Lessor; or

(c) Lessor may avail itself of any other available

remedies at law or in equity.

14. Amendment. This Lease Agreement expresses the

entire agreement and understanding of the parties which may

not be modified except in writing duly executed by the party

to be charged with or affected by such modification.

15. Binding Effect. The terms and provisions of

this Agreement shall be binding upon and inure to the benefit

of the respective heirs, legal representatives, successors and

assigns of the parties thereto.

16. Notices and Payments. Any notice, request,

waiver or other communication required or permitted to be given

by any party hereunder shall be considered sufficient and

delivery thereof shall be deemed complete if delivered in

person or mailed by registered or certified mail, postage pre-

paid, and addressed to the respective parties at their addresses

set forth below or to such other addresses with respect to any

party of which such party shall notify the other parties in

writing:

If to Lessor: Datatel, Inc.
3700 Mount Vernon Avenue
Alexandria, Virginia 22305

If to Lessee: Republican National
Committee

Computer Services Division'
310 First Street, S.E.
Washington, D.C. 20007

17. Non-Assignability. Neither this Lease Agreement

nor any right, title or interest of either party herein shall

be assignable, without the express written consent of the other

party.

H -11-



18. Additional Use of Machines. Lessee may, in its

discretion, enter into subleases for the use of the equipment

demised under this Agreement consistent with Paragraph 17

of this Agreement, provided however, that Lessee shall enter

into no such Agreement with any Customer of Lessor without the

express, written consent of Lessor. As used herein, "Customer

of Lessor" shall mean any Customer who entered into any Agree--

ment for services or equipment with Lessor'baor after August'15,

1976, or who enters into any such Agreement with Lessor at any

time during the operation of this Agreement.

19. Descriptive Headings. The descriptive headings

of the several sections of this Agreement are inserted for con-

venience only and do not constitute a part of this Agreement.

20. Governing Law. This Agreement shall be con-

strued and enforced in accordance with, and the rights of the

parties shall be governed by, the laws of the Commonwealth of

Virginia.

IN WITNESS WHEREOF, the parties hereto have duly

executed this Agreement as of the date first hereinabove

mentioned.

DATATEL, INC.

ByL

Republican National Committee

-12-.



BEFORE THE FEDERAL ELECTION COMMISSION

In the matter of )
) MUR 1180

Datatel, Inc. )

DATATEL, INC. REPLY BRIEF

I. Counter Statement of Facts

This matter arises as a result of an audit of the Republican National CorTfrittee

("RNC") performed by the Federal Election Commission, which audit indicam that

Datatel, Inc. purchased computer time from the RNC during the audit period in the

amount of $6,521.50. The office of the General Counsel has recommended a finding of

Probable Cause that Datatel, Inc. violated 2 U.S.C. Sec. 441b by making a contribution

to the RNC during the audit period. Datatel, Inc. was not a party of the audit and has

not been advised how the sum in question was calculated. For purposes of this brief it

will be assumed the amount is correct.

Coll By way of background, Datatel, Inc. is a small closely held company engaged in

the business of data processing. Its principal offices are located in Alexandria, Virginia.

In the normal course of its business it periodically purchases the use of computer time

from parties who offer the same for sale. It negotiates for this time and pays fair

market value for it. Datatel, Inc. did purchase computer time on the computer it

leased to the RNC. It did so in an arm's length transaction and at fair market value. It

did not intend to make a gift or contibution of any kind in violation of the law. From

the Commission memorandum and brief received it does not appear that the

Commission determined that this purchase was "in conection with a Federal Election."

Certainly Datatel did not intend for its payment to be in connection with such, nor did

Datatel, Inc. intend in any way to make a political contribution.



Datatel, Inc. entered into a lease agreement for the use of a 360/40 IBM

computer, along with related peripheral equipment, and facilites with the RNC on

February 27, 1977. A copy of that lease agreement is attached hereto as Exhibit "A"

and by this reference made a part hereof. The lease began on March 1, 1977 and ended

on October 15, 1978. This lease culminated extended negotiations between the parties.

Prior to the lease date, the RNC had purchased computer time from Datatel at its

Alexandria facility on a "as needed" basis. During the period prior to the lease Datatel,

Inc. would occasionally use this particular computer and equipment to process its

overflow work that it could not accomodate on its other computer equipment. When

the lease agreement was entered into, the parties contemplated that Datatel, Inc.

would have the right to utilize the equipment for its excess work if same were available

(particularly during the second and third shifts) and that it would pay to RNC a fair

market rate for same. At the time of the lease Datatel, Inc.'s actual requirements

were impossible to forecast. Had Datatel, Inc. been able to forecast its requirements,

it would have done so and simply reserved computer time to itself and adjusted the

lease rate to the RNC. The arrangements entered into was designed to accomplish the

same result.

II. Argument

Datatel, Inc. believes that is has substantiated its contention that its payment for

computer time to the RNC is merely a modification of its leasing agreement between

the parties and was not a corporate contribution made by Datatel, Inc. to the RNC.

The situation here is clearly and easily distinguished from those in Commission

Advisory Opinions 1979-76, or 1979-17, in that the cited situations deal with a plan of

fund raising by the RNC, in the one case by selling books and in the other by a credit

card promotion. In this case, we do not believe that the action of the RNC was

intended as a fund raising plan. The computer time in question was an asset of the

2



Committee developed in the normal course of its operations and primarily for its own

use rather than to sell to others--a situation recognized as distinguishable by the

Commission in Adviosry Opinion 1979-76.

The Advisory Opinions we have reviewed are careful to state that they relate

"...to the specific factual situation" contained in the request. We believe this is

appropriate and fair since otherwise unjust and unintended results could follow. Under

the circumstances, and for the reasons set forth hereinabove, it is respectfully

requested that the Commission not find Probable Cause to proceed and that the

referenced matter be dismissed as to Datatel, Inc.

DATATEL, INC.
By Counsel

Date David M. uavenport
DAVENPORT & ASSOCIATE .
6845 Elm Street - Suite 611
McLean, Virginia 22101
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BEFORE THE
FEDERAL ELECTION COMMISSION

In the Matter of ) MUR 1166

Franklin Mint Corporation ) MUR 1180

FRANKLIN MINT'S RESPONSE TO GENERAL COUNSEL'S
RECOMMENDATION THAT THE COMMISSION FIND
PROBABLE CAUSE THAT A VIOLATION OCCURRED

The General Counsel's office has advised Franklin Mint, by

letter and memorandum dated January 29, 1982, that the General

Counsel will recommend that the Federal Election Commission

("FEC") find probable cause that Franklin Mint has violated 2

U.S.C. S441b. At issue is whether Franklin Mint's purchase of

property interests, for commercial purposes, from the national

committees of the major political parties in the 1976 presidential

campaign, constitutes a "contribution 
or other expenditure" to

those committees. Although Franklin Mint set forth its position

f in a letter to the Commission on April 13, 1981, Franklin Mint

reiterates herein the reasons why the General Counsel's office

should not proceed with its recommendation.

BACKGROUND

Franklin Mint is the world's largest private mint. Since its

inception, an important part of Franklin Mint's business has been



the minting of coins and medallions commemorating significant

events in the nation's history. Over the years, Franklin Mint

has minted coins and medallions honoring historical figures,

important events and the like, which are marketed as collectibles.

Franklin Mint's intent is to have its coined products depict an

event which has intellectual, sentimental, historical or other

legitimate appeal to collectors. Although the raw material used

in making the coins and medallions has intrinsic value, their real

value stems from the purchaser's interest in the subject matter

depicted (i.e., former presidents, ships, aeronautics, etc.).

In the 1970s, Franklin Mint determined that the national

interest in presidential campaigns was such that the coining of

medallions depicting the major participants in the presidential

elections would be a successful commercial venture. Unlike sym-

bols in the public domain (i.e., a state seal or a ship's design),

however, the national committees of the major political parties

claim a property right in any symbol represented as being the

official symbol of the party. In order to avoid possible lia-

bility arising from the unauthorized use of these claimed property

rights, Franklin Mint contacted the major political parties of

each presidential campaign to negotiate an agreement which would

allow Franklin Mint to use the committees' symbols.

In 1972 in order to assure compliance with applicable law, if

required, Franklin Mint submitted to the General Accounting Office

a proposed advertisement for commemorative medals to be marketed

-2-
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depicting the candidates of the two major political parties in the

1972 campaign. The GAO was requested to advise whether a certifi-

cation was required to be furnished to newspapers under Section

104 of the Federal Election Campaign Act# and the Comptroller

General's Regulations issued thereunder, before a charge could be

made for its advertisements. Certification would'have been re-

quired if the advertisements were for the benefit of the candi-

date.

In accordance with Franklin mint's position that its program

was apolitical, the GAO ruled in an August 23, 1972 letter to

0 Franklin Mint that:

MWe do not view this particular proposed
advertisement as requiring a certification
from the candidates of their authorized
representatives. It seems to us that the
overriding purpose of the advertisement is
transparently commercial aimed to selling
the medals rather than either of the candi-
dacies of the two candidates. In this cir-
cumstance, we do not consider that the law
was intended to restrict established commercial
activities such as this. We understand that
the striking of commemorative medals of this
type is a part of the business customarily
engaged in by the Franklin Mint.

A copy of the GAO's opinion issued by Deputy Director

Thompson is attached hereto.

As a result of negotiations with the Republican National Com-

mittee and the Democratic National Committee in 1976, identical

agreements were entered into allowing Franklin Mint to use a

symbol representing these parties' campaigns. As part of the

-3-



agreemente Franklin Mint was permitted to represent the medallions

as the official campaign medals. In return for allowing Franklin

Mint to use the committees' claimed property right (i.e., the

symbols)t Franklin Mint agreed to pay each committee, as the owner

of the symbol, a royalty equal to 15% of sales, with a minimum

royalty of $30,000. The committees were additionally provided a

limited quantity of the medals.

ARGUMENT

0) THE TWO ADVISORY OPINIONS RELIED UPON BY THE
GENERAL COUNSEL CONTAIN A CENTRAL ELEMENT

LACKING HERE, THE PURPOSEFUL USE OF CORPORATE
ASSETS TO PROMOTE THE POLITICAL INTEREST OF

ONE MAJOR CANDIDATE OR PARTY.

In Franklin Mint's letter of April 13, 1981, to the FEC,

Franklin Mint explained that its program was wholly apolitical.

T7 As the affidavit of Franklin Mint's chairman stated:

C_ Franklin Mint's purpose in entering these
arrangements was to earn a profit from the
sale of the medals in question. It was not
the purpose of Franklin Mint to influence any
political election or to contribute to the
success of any political party.

The term "contribution or expenditure" is defined in 2 U.S.C.

S44lb to include:

,.any direct or indirect payment, dis-
tribution, loan, advance, or gift of money
or any services or anything of value..
to any candidate, campaign committee, or
political party or organization, in connec-
tion with any election to ... (Federal]
office..
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A literal reading of the prohibition against "direct or

indirect payment (or] distribution ... of anything of value" would

make it impossible for political committees to enter into any com-

mercial transaction. Whenever a corporation sells to a political

committee office supplies or leases its headquarters, the corpora-

tion can be said to be providing the political committee with

something of value. Thus, if political committees are to func-

tion, commercial transactions cannot be deemed "contributions or

expenditures." A sensibl'e construction of Section 441b requires

Cr the accommodation of commercial transactions entered into by

C) political committees.I

This accommodation requires a construction of the statutory

language so that, unless a corporation's business arrangement with

a political committee has as its purpose the influencing of a

campaign and in f act re sults in a benefit being given one signifi-

cant party or candidate, no "contribution" has been made. See

Comments of Mr. Hansen, p. 43379 (Nov. 30, 1971) (definition of

"contribution" in 441b is aimed at prohibiting "active elec-

tioneering directed at general public" by corporations); FEC v.

Weinstein, 462 F.Supp. 243 (S.D. N.Y. 1978) (describing narrow

purpose for limiting contributions by corporations).

Primarily relying upon two FEC advisory opinions, Advisory

Opinion 1979-17 (the "credit card program") and Advisory Opinion
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1976-50 (the "tee-shirt program") the General Counsel appears to

have rejected this sensible construction of the statute. These

opinions, however,, are inapposite. In different ways the programs

at issue in these opinions had, at least as one of their sub-

stantial purposes, the use of corporate assets to promote the

political interest of one candidate or major political party to

the resulting detriment of another candidate or party. This was

not the case in Franklin Mint's program.

In the credit card program the corporation intended expressly

to allow the Republican National Committee to use the corpora-

C) tion' s mailings as a conduit for the committee's political

material. The recipient of the mailing received only the Repub-

lican message. Other parties' material was not to be included.

The end result was that the recipient of the corporate mailing

would have received only material promoting the Republican party.

Included in the mailed material could have been not only political

messages but requests for contributions. Thus, the corporation

was to affirmatively participate in a promotion of one party over

another.

Similarly in the tee-shirt program, the "message" which was

conveyed was the popular support of Senator Richard Lugar's candi-

dacy for election to the Senate. The visibility of Lugar tee-

shirts provided public recognition similar to any advertisement.

There is no indication that the corporation in the tee-shirt pro-

gramn manufactured shirts for other candidates. The impression
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conveyed in the request for an advisory opinion was that the

corporation desired to benefit the Lugar campaign by making, the

shirts available for sale by Lugar volunteers. In fact, order

forms were distributed by Lugar volunteers who clearly did not

provide prospective purchasers an opportunity to purchase shirts

for other candidates. As was the case in the credit card program,

the whole purpose of the program was the giving of a political

advantage to one candidate or party over another.

In contrast to these two programs is Franklin mint's sale of

medallions. The symbols on the Franklin Mint coins were not in-

- tended to convey a political message or show support for a candi-

date. The symbols were -- in Franklin Mint's view and undoubtedly

in the view of most Franklin Mint collectors -- regarded in much

the same way as the many other symbols depicted on Franklin Mint

C' collectibles. More importantly, the advertisements of the coins,

unlike the political material in the card program or the order

forms carried by the Lugar volunteers, depicted all major partici-

pants in the 1976 presidential campaign.

The marketing of the medals certainly'was apolitical. The

Franklin Mint advertised the coins as collectibles not as politi-

cal material. As stated in the letter to prior Franklin Mint

custsomers attached to Franklin Mint's April 12, 1981 submission

to the FEC:

As you know, many past Presidential Campaign
commemoratives are today highly valued by col-
lectors. And, since the 1976 Presidential

-7-



Campaign promises to be one of the most excit-
ing in years, it seems quite likely that the
official medals of this campaign will be widely
sought after by collectors in the future.

Thus, unlike the card program or the tee-shirt program, no

political message was ever conveyed.

In sum, unless there are circumstances which indicate that a

payment was made to a political committee for the purpose of in-

fluencing an election, there can be no reason to believe that a

payment made pursuant to a commercial arrangement is a prohibited

contribution.

THE INTERPRETATION OF SECTION 441b URGED BY THE
GENERAL COUNSEL WILL UNCONSTITUTIONALLY DEPRIVE
POLITICAL COMMITTEES OF VALUABLE PROPERTY RIGHTS

AND IMPERMISSIBILITY INFRINGE UPON FRANKLIN MINT' S
RIGHT TO PURSUE ITS LINE OF BUSINESS

The value to Franklin Mint customers of the medals involved

in the campaign program was derived in part from the designation

r- of the medals as the "Official Presidential Campaign Medal." The

major party's political committees have taken the position that

the right to designate memorabilia as "Official" is a property

right of the committees. Franklin Mint would not have agreed to

pay a royalty to these committees absent an insistence by the

committees of payment for the use of such a property interest.

Similarly, had Franklin Mint not obtained an agreement from the

committees but simply used the "Official" designation, Franklin

-8-



mint could have anticipated that litigation would have ensued.

The position of the General Counsel,, if adopted by the FEC, would

effectively deprive the Committees of all value derived from a

valuable property right. There is no statutory or constitutional

support for the General Counsel 's position.

The General Counsel has not cited any statutory authority for

the proposition that Congress intended to deprive political com-

mittees of the right to sell assets. The General Counsel's

attempt to distinguish between tangible and intangible assets

(General Counsel's Brief at p. 6) is without support in the

statute, court decisions, or the legislative history. It is an

attempt to have the FEC go well beyond the powers it was

delegated.

Under the General Counsel's approach to the Franklin Mint

C"t program, no major political party can receive payment for use by

another of intangible property rights owned by the party, although

C, presumably the committee could sue for unauthorized use. Like-

wise, the collectors' item industry, of which Franklin Mint is a

part, could not utilize a symbol of a political campaign without

running the risk of litigation from a political committee (if no

payment is made for use of the property interest) or from the FEC

(if royalties are paid).

The General Counsel's recommendation, if adopted by the FEC,

thus will unconstitutionally deprive the political committees of a

-9-



property right and impermissibly interfere with Fraikklin Mint's

right to pursue its line of business.

CONCLUS ION

For the reasons stated above Franklin Mint respectfully sub-

mits that its payments to the Democratic and Republican National

Committees pursuant to the Presidential Campaign medal Program in

1976 did not violate 2 U.S.C. 5441b.

Respectfully submitted,

James P. Mercurio
Gary S. Marx
Arent, Fox, Kintner, Plotkin

& Kahn
1815 H Street, N. W.
Washington, D. C. 20006

By

Attorneys for Franklin
Mint Corporation

Dated: March 1, 1982
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UUTED SrA7U GU4EUML AccOUNTIF6 OFFICE
WAUNtNOTM D.C.zo

. W pI , UinSa

August 23, 1972

* IMr. Charles Andes, President
The Franklin Mint
Franklin Center, Pennsylvania 19063

Dear Mr. Andes:

Your firm has submitted to this Office a copy of a proposed
advertisement for coorative medals to be marketed depicting

S- the candidates of the two major political parties in the 1972
" - Campaign. One 'mdal will bear the tirge of President Richard M.

Nixon and the other Senator George S. McGovern. Our advice was
requested whether a certification would be required to be furnished
to nwpapers under Section 104 of the Federal Election Campaign
Act and the Comptroller General's regulations issued thereunder
before a charge could be made for the advertfseent.

The proposed ad contains a picture of both medals and separate
coupons for ordering each from the Mint. A copy of the ad is attached.

Based on our review of the copy and convers'ations with representatives
of your firm, we do not view this particular proposed advertisement
as requiring a certification from the candidates or their authorized
representatives. It seem to us that the overriding purpose of the
advertisement is transparently cowmercial aired at selling the medals
rather than either of the candidacies of the two candidates. In this
circu stance, we do not consider that the law wos intended to restrict
established comrcal activities such as thi. We understand that the
striking of comemorative medals of this type is a part of the business
custoarily engaged in by the Franklin Mint.

Sincerely yours,

L. Fred Thomson
Deputy Director

Attachrent*-
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yWASHINCTON,D.C. 20463

February 19, 1982
David M. Davenport, Esquire
611 McLean Office Center
6845 Elm Street
McLean, Virginia 22101

RE: MUR 1180

Dear Mr. Davenport:

This is in reference to your letter dated February 9, 1982,
requesting an extension of time to respond to the Office of

r General Counsel's brief recommending probable cause that your
client violated certain provisions of the Federal Election
Campaign Act of 1971, as amended. This Office would like to
inform you that it is willing to grant you twenty additional days
in which to respond to our brief.

We will be looking forward to receiving your brief by
March 8, 1982, if not sooner. Should you have any questions,

lz please call William Taylor, the attorney assigned to this matter,
at (202) 523-4000.

Sincerely,



FEDERAL ELECTION COMMISSION
WASHINGTON,D.C. 20463

February 12, 1982

James P. Mercurio, Esquire
Arent, Fox, Kitner, Plotkin

and Kahn
1815 H Street, N.W.
Washington, D.C. 20006

RE: MUR 1166 and 1180

Dear Mr. Mercurio:

This is in reference to your letter dated February 5, 1982,
requesting an extension of time to respond to the Office of
General Counsel's brief recommending probable cause that your
client violated certain provisions of the Federal Election

"- Campaign Act of 1971, as amended. This Office would like to
inform you that it is willing to grant you until March 1, 1982 to
respond to our brief.

We will be looking forward to receiving your brief by
March 1, 1982, if not sooner. Should you have any questions,
please call William Taylor, the attorney assigned to this matter,
at (202) 523-4000.

Sincerely,

Charle N. Steele

BY: K nneth A. Gross
Associate General Counsel



fFEDERAL ELECTION COMMISSION
WASHINGTOND.C. 20463

James P. Mercurio, Esquire
Arent, Fox, Kitner, Plotkin

and Kahn
1815 H Street, N.W.
Washington, D.C. 20006

RE: MUR 1166 and 1180

Dear Mr. Mercurio:

This is in reference to your letter dated February 5, 1982,
requesting an extension of time to respond to the Office of
General Counsel's brief recommending probable cause that your
client violated certain provisions of the Federal Election
Campaign Act of 1971, as amended. This Office would like to
inform you that it is willing to grant you until March 1, 1982 to
respond to our brief.

We will be looking forward to receiving your brief by
March 1, 1982,-if not sooner. Should you have any questions;
please call William Taylor, the attorney assigned to this matter,
at (202) 523-4000.

Sincerely,

Charles N. Steele
General Counsel

BY: Kenneth A. Gross
Associate General Counsel
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FEDERAL ELECTION COMMISSION
WASHINGTON, D C 20463

February 8, 1982

E. Mark Braden, Esquire
310 First Street, S.E.
Washington, D.C. 20003

RE: MUR 1180

.Dear Mr. Braden:

This is in reference to your letter dated February 1, 1982,
requesting an extension of time to respond to the Office of
General Counsel's brief recommending probable cause that your
client violated certain provisions of the Federal Election
Campaign Act of 1971 as amended. This Office would like to

.- inform you that it is willing to grantfyou twenty additional days
in which to respond to our brief.

We will be looking forward to receiving your brief by
February 21, 1982, if not sooner. Should you have any questions,

f please call William Taylor, the attorney assigned to this matter,
at (202) 523-4000.

Sincerely,

Char,.es N. St ,Y
(--Ge ea Cou

B , Kenne A. oss
Associate General Counsel,



FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

E. Mark Braden, Esquire
310 First Street, S.E.
Washington, D.C. 20003

RE: MUR 1180

Dear Mr. Braden:

This is in reference to your letter dated February 1, 1982,
requesting an extension of time to respond to the Office of
General Counsel's brief recommending probable cause that your

r-' client violated certain provisions of the Federal Election
Campaign Act of 1971, as amended. This Office would like to

- inform you that it is willing to grant you twenty additional days
in which to respond to our brief.

We will be looking forward to receiving your brief by

February 21, 1982, if not sooner. Should you have any questions,
In please call William Taylor, the attorney assigned to this matter,

at (202) 523-4000.

Sincerely,

Charles N. Steele
General Counsel

BY: Kenneth A. Gross
Associate General Counsel
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(1064-1 64)

HUGH S. MARSH

(19040-IS76)

FILE NO.

BY MESSENGER

Office of the General Counsel
Federal Election Commission
Seventh Floor
1325 K Street, N.W.
Washington, D.C. 20463

Re: American Medical Laboratories, Inc.
MUR 1180

Gentlemen:

I enclose herewith three copies of the brief of
American Medical Laboratories, Inc. in response to your
brief, which was received on January 29, 1982.

Ten copies have been filed on this day in the

Office of the Secretary.

Sincerely yours,

Randolph W. Church, J.

RWC,Jr. /dmr
cc: Ira D. Godwin, M.D.

William Taylor, Esquire
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FEDERAL ELECTION COMMISSION

Washington, D. C.

In Re: American Medical Laboratories, Inc. MUR No. 1180

STATEMENT OF AMERICAN MEDICAL LABORATORIES,
INC. IN RESPONSE TO GENERAL COUNSEL'S BRIEF

Introduction

By a letter dated February 23, 1981, the Federal Election

Commission notified American Medical Laboratories, Inc.

("AML") that the Commission had reason to believe that AML

violated 2 U.S.C. S441b(a) when it purchased two disc packs

with controller for $11,000.00 from the Republican National

Committee ("the RNC") in October of 1978.

AML filed its response on April 8, 1981, denying any

wrongdoing and requesting a dismissal of the charges against

it. On January 28, 1982, General Counsel filed his brief,

recommending "that the Commission find no Probable Cause

that American Medical Labroatories, Inc. violated 2 U.S.C.

§441b . . ..



0 0

AML presents the following factual and legal material

for the Commission's consideration.

Factual Background

In 1976, the RNC purchased a 10 megabyte disc pack as

part of a Microdata Reality computer system. Sometime

thereafter, the RNC purchased an additional 10 megabyte disc

pack. (Affidavit of William Fanning, Vice-President of

Marketing of Datatel, Inc.).

As the information storage needs of the RNC increased,

the two 10 megabyte disc packs became inadequate. Accord-

ingly, the RNC purchased a 150 megabyte disc pack in 1978,

which increased seven and a half times its information

storage capability. (Affidavit of Ronald Charnock, Director

of Computer Services of the RNC).

The 150 megabyte disc pack cannot be used in conjunction

with the two 10 megabyte disc packs, as illustrated by the

manufacturer's "Configuration Rules:
"

- 2 -



The 150 MB disc pack drives cannot be mixed
with Royale configurations having 10 MB
fixed disc drives and/or 25 MB disc drives.
(Attachment No. 1 to Fanning Affidavit).

Thus, the RNC had no further use for the two 10 megabyte

disc packs and desired to sell them. (Charnock Affidavit).

A third party, William Fanning of Datatel, Inc., brought

the RNC and AML together, knowing that the RNC wanted to

sell this equipment and that AML wanted to purchase this

type of equipment. (Fanning Affidavit).

In 1978 the manufacturer's price for two new 10 megabyte

disc packs with controller was $20,650.00. (Attachment

No. 2 of the Fanning Affidavit). Used equipment of this

type would have sold in 1978 for at least $13,000.00 -

$14,000.00 (Affidavit of David Schraeder, President of

Innovative Computers, Inc.). AML paid $11,000.00 for this

same equipment. This is considered a commercially reasonable

price. (Fanning & Schraeder Affidavits).

AML is still using the two 10 megabyte disc packs with

controller today. (Affidavit of C. R. Cumming, Vice-President

- 3 -
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of AML). In purchasing this equipment, AML did not intend

to make a contribution.

As to both parties, the transaction was one undertaken

for business reasons alone. The price agreed upon was the

product of arms-length bargaining.

Legal Analysis

The Commission found "reason to believe" that AML

violated S441b(a) of the Federal Election Commission Campaign

Act of 1971 ("the Act"), which provides, in pertinent part,

that:

It is unlawful for any . . . corporation
whatever . . . to make a contribution or
expenditure in connection with any election
to . . . [Federal] office. 2 U.S.C. S441b(a).

There is no dispute that the subject transaction oc-

curred. The sole issue to be decided is whether that trans-

action consitutes a violation of the Act.

a. Business Purpose

This transaction is not one prohibited by the Act. It

was entered into solely for business purposes. Prior to

- 4 -
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this transaction the RNC and AML were not in contact with

each other. They were brought together in the market place

by. the computer firm which serviced both accounts. William

Fanning of Datatel, Inc. acted, in effect, as an unpaid

broker to bring the buyer and seller together in the market-

place. The RNC had no further use for the two 10 megabyte

disc packs with controller, since its storage needs could

only be fulfilled by a 150 megabyte disc pack which, according

to the manufacturer itself, could not be used in conjunction

with 10 megabyte disc packs. AML needed 10 megabyte disc

packs for its normal business operations. It was able to

secure this equipment at a favorable price, and it did so.

The nature of "contributions" prohibited by the Act was

considered in United States v. Chestnut, 533 F.2d 40, 45-46

(2d Cir.), cert. denied 429 U.S. 829 (1976), where a corporation

paid an advertising agency for services rendered to a candidate's

campaign committee. In holding that a prohibited contribution

had occurred under 18 U.S.C. §610 [the predecessor of 2

-5 -



U.S.C. s441b], the court observed that the corporation had

incurred no obligations of its own to the advertising agency.

The corporation simply discharged obligations incurred by

the campaign committee in promoting its candidate to the

public, thereby making a contribution.

Unlike the payment in Chestnut, AML's $11,000.00 payment

satisfied its own obligation -- the indebtedness arising

from the purchase of computer equipment which is integral to

its daily business operations.

b. No Contributory Intent

AML had no intention or desire to make a "contribution"

to the RNC.

In United States v. Clifford, 409 F.Supp. 1070, 1074

(E.D. N.Y. 1976), the court held that in order to prove a

violation of the statutory predecessor of 2 U.S.C. S441b,

the Government must show that the defendant intended to

influence the election. Intent is a question to be determined

by the jury. No jury would conclude, based on the facts of

- 6 -
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this case, that AML intended to influence an election when

it purchased computer equipment for business purposes at a

commercially reasonable price.

c. Not "In Connection With Any Election"

AML's purchase of computer equipment had no connection

with any election and does not, therefore, fall within the

ambit of the Act.

The legislative motivation for legislation such as 18

U.S.C. S610 [the predecessor of 2 U.S.C. S441b] was the

necessity for destroying the influence over elections which

corporations exercised through financial contributions.

United States v. Lewis Food Co., 366 F.2d 710, 713-714 (9th

Cir. 1966), citing United States v. Congress of Industrial

Organizations, 335 U.S. 106, 113 (1948). One court has

observed that the thrust of the Act "is to regulate contri-

butions and expenditures made for the relatively narrow

purpose of influencing federal elections." FEC v. California

Medical Ass'n., 502 F.Supp. 196, 201 (N.D. Cal. 1980) (emphasis

- 7 -

C',

11 . I - I - 1 .1 - .1. 11 i 111- - - V . 1. ' 1-1 -- IM



added). The Act was not, however, designed to frustrate

commercially reasonable transactions, such as that between

AML and the RNC.

In United States v. Boyle, 482 F.2d 755, 760 (D.C.

Cir.), cert. denied 414 U.S. 1076 (1973), the court ruled

that in order to establish a violation of 18 U.S.C. S610

[the predecessor of 2 U.S.C. S441b], the Government must

prove beyond a reasonable doubt that an organization made a

contribution or expenditure in connection with a specified

federal election for purposes of active electioneering and

that the defendant officer consented to the making of the

contribution.

And in Miller v. American Telephone & Telegraph Co. 507

F.2d 759, 764 (3rd Cir. 1974), it was held that plaintiffs

in a stockholders' derivative action must establish that

"the contribution was in connection with a federal election."

Fundamentally, this transaction was a business one. It

was not done "in connection with any election," and it

- 8 -



cannot be held to be a violation of the Act. See Ash v.

Cort, 350 F.Supp. 227, 231-232 (E.D. Pa.), aff'd 471 F.2d

811 (3rd Cir. 1972), rev'd on other grounds 442 U.S. 66

(1975).

d. The Commission's Excess Equipment Rule

This Commission has consistently recognized the validity

of sales by a political committee of its excess equipment.

E.g., FEC Advisory Opinions 1981-7 & 1979-76. That excep-

tion governs the situation at hand. There is no prohibited

corporate contribution where, as here, the asset which is

sold has been developed by a political committee in the

normal course of operations and primarily for its own use

rather than to sell to others. FEC Advisory Opinion 1979-18

(sale of mailing lists to credit card company held not to be

prohibited).

The two 10 megabyte disc packs were purchased by the

RNC in 1976 for use in its own operation. It was not pur-

chased with the anticipation that it would at some future

- 9 -



time be a fund raising item. Indeed, these disc packs were

used for two years by the RNC and were only sold when they

could no longer fulfill the needs of the RNC.

Nor was the computer equipment sold by the RNC for

"general fund raising purposes." This transaction is clearly

distinguishable from a campaign committee's sale of artwork

in order to raise money to retire obligations which will be

or have been incurred for the purpose of influencing a

Federal election. See FEC Advisory Opinions 1980-34 &

1980-136. Here, the equipment was sold for two reasons:

(1) it was no longer adequate to fulfill the information

storage needs of the RNC, and (2) it had a marketable value

and if sold, would help defray the cost of the new, larger

equipment purchased by the RNC. The used computer equipment

was a capital asset in the hands of the RNC. As this Commission

has recognized, political committees have a quasi-fiduciary

obligation to manage their assets. FEC Advisory Opinion

1979-17. The RNC was compelled to attempt to sell this

excess equipment at a commercailly reasonable price.

- 10 -



Independent experts in the computer industry believe

that the $11,000.00 purchase price was a commercially reasonable

one., (Fanning and Schraeder Affidavits). Where the transaction

price paid was *no greater than the usual and normal charge

for those specific materials, the Commission [has] concluded

that no 'contribution' would take place and that the sale

would not be prohibited under the Act." FEC Advisory Opinion

1979-24.

Commercially reasonable transactions must be permitted.

AML purchased the equipment to facilitate the operation of

its own business, and it is still using this equipment

today. The transaction was not an intentional disguised

contribution.

Nor can this transaction be characterized as an "innocent"

or "accidental contribution" which is a technical violation

of the Act, even though unintended. To do so would chill

every commercial transaction by a political committee and

make it impossible for any committee to dispose of any goods

- 11 -



or equipment -- indeed any property real, personal or mixed --

to any corporation or labor union except by gift. Such an

absurd result would clearly constitute an unreasonable

restraint on alienation. Dunlop v. Dunlop's Ex' rs., 144 Va.

297, 310, 132 S.E. 351, 354 (1926) (devise to son of absolute

fee simple title in both real estate and tangible personal

property held to vest in son absolute control and ownership,

notwithstanding subsequent condition that he should only

receive one-fourth if he sold the property).

A required extension of the view that the transaction

constituted a contribution is a finding that a sale of the

same equipment back to the RNC by AML would be a contribution

since the Act defines "anything of value" as being equivalent

to "money." If AML cannot exchange money for equipment with

the RNC, neither could it exchange equipment for money. If

this situation were to obtain, then every purchase by the

RNC of office equipment, paper -- or any item -- from a

corporation would be a contribution. As Commissioners

- 12 -



Aikens and Friedersdorf have stated, "It was not the purpose

of the Act to preclude bona fide business relationships

between political committees and corporations or banks."

FEC Advisory Opinion 1979-17 (dissenting opinion).

Surely, the Commission would not seek to require the

parties to act in a commercially unreasonable manner by

requiring the RNC to retain equipment for which it had no

use and AML to forego acquiring equipment which has been,

and still is, integral to is business operations. Neither

the Act nor the opinions of this Commission support such a

result.

General Counsel's Brief

In his brief, the Commission's General Counsel emphasizes

two aspects of the present situation in concluding the no

violation of the Act has occurred. First, the RNC, as an

entity which has the capacity for indefinite existence, will

occasionally have obsolete equipment that though no longer

of use to it, will have some fair market value. Second, the

- 13 -



computer equipment sold by the RNC to AML was not a fund-raising

device. General Counsel concludes that "the sale of excess

computer equipment by the RNC and receipt of corporate

monies from American Medical Laboratories, Inc. should not

be considered as a corporate contribution in contravention

of S441b of the Act." AML concurs in these observations.

Where an ongoing committee sells equipment which is no

longer useful at a price which is no greater than fair

market value, the conclusion is inescapable that the purchaser

has not made a "contribution" to the committee.

Conclusion

For the reasons set forth above and for those set forth

in General Counsel's brief, AML respectfully requests that

the Commission and find no Probably Cause that AML violated

2 U.S.C.

S441b and dismiss the charge against it.

American Medical Laboratories, Inc.

By: (L4CAAJ
Copnsel

- 14 -



Randolph W. Church, Jr.
Grady K. Carlson
McCANDLISH, LILLARD & CHURCH
A Professional Corporation
4069 Chain Bridge Road
Fairfax, Virginia 22030
(703) 273-2440
Counsel for
American Medical Laboratories, Inc.

(7N

- 15 -



FEDERAL ELECTION COMMISSION

Washington, D. C.

In Re: American Medical Laboratories, Inc. MUR 1180

AFFIDAVIT

I, William Fanning, being first duly sworn, depose and

say as follows:

1. I am, and at all times relevant hereto have been,

Vice President of Marketing of Datatel, Inc., a corporation

engaged in the business of selling computer equipment and

services.

2. Both American Medical Laboratories, Inc. (herein-

after referred to as "AML") and the Republican National

Committee (hereinafter referred to as "RNCO) are customers

of Datatel.

3. In 1976, Datatel sold a 10 megabyte (MB) disc

drive and pack to the RNC as part of a Microdata Reality

computer system. Subsequently, the RNC purchased an addi-

tional 10 MB disc making its total disc 20 MB.

4. Thereafter, the RNC purchased a 150 MB disc pack,

and I learned that the RNC wanted to sell the two used 10 MB

discs with controller in order to help defray the cost of

the 150 MB disc upgrade to its system and because the manu-

facturer's configuration rules do not permit the use of a

il 150 MB disc with 10 MB discs. (See Attachement No. 1).

5. I learned that AML wanted to buy two 10 MB discs

J with controller, as it already had a system which it wishedI'

to expand.

i 6. I advised the RNC that AML was in the market for

this equipment, and I advised AML that RNC wanted to sell

Ii



Isame.

7. In 1978, the manufacturer's list price for two 10

MB discs with controller was a total of $20,650. (See

Attachment No. 2).

8. In my opinion, the purchase price of $11,000.00

for two used 10 MB discs paid by AML in October of 1978 was

a commercially reasonable one.

I understand that a false statement or answer to any

question in this Affidavit may subject me to penalties for

perjury.

William Fanning';

STATE OF VIRGINIA

COUNTY OF_____________ to-wit:

The foregoing Affidavit was subscribed and sworn to

Ibefore me, a Notary Public in and for the aforementioned
Jurisdiction, this the____ day of April, 1981 by William

Fanning.

674otry PublicI

My commission expires:aajjZ- 7 &P61
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ROYALET " By Microdata , 9*~J T2~

Dealter Daler Purcse 0rOer NO.

customer Nam*

PRICE CONFIGURATION

I I

Customer Purcftase Ordel %ao

I nta
Requested InStaisatiOn Date

Customer Address (Street. City. State. Zio)

OUANTITY

BASE SYSTEM CONFIGURATION
"A" Series; CPU. system cabinet. 16KB core.
10MB fixed disc drive, Lodestar" tape cartridge,
Prism- and port, 120 cps Matrix Printer ........

PRICE

x S35,995 =

MONTHLY
MAINTENANCE*

291 a

4017 "B" Series. CPU, system cabinet. 32KB core.
10MB fixed disc drive, 800 bpi magnetic tape
(concurrent). Prism and port ......................... x 43,875 362 -

4 8 ",C" Series; CPU. system c ' et. 32KB re.
Bdi a drive. bp agn ctape

(D .risman.............................____ x a____

"'D" Series; CPU, system cabinet. 32KB core.
150MB disc pack drive. 800 bpi magnetic tape
(DMA). Prism and port .................................

MEMORY
16KB core (128KB max) ..............................

MASS STORAGE
10MB Disc Controller for up to two drives .......

10MB Fixed Disc Subsystem. includes 10MB
fixed disc, controller for up to two drives.
cable and expansion cabinet ..........................

10MB Fixed Disc Drive, includes cable
(must have one or three 10MB drives) ..............

x 101.300 =

x 3.500 =

x 2,500 =

x 11.250 =

x 9.400 =

692 a

54 z

25 =

113 =

88 .

4587 25MB Disc Pack Drive S stem. includes
25MB c ack drive, ntr ller for up
four ives, nterfac nd ca e...... ........ x 1 .600 1 0

88 MB Disc ack riv, include cable (for
use with exi g controller) .................... ____ x 1220I_____

2nd 150MB Disc Pack Drive. includes cable .....

3rd or 4th 150MB Disc Pack Drive. includes
host interface and cable ................

MAGNETIC TAPE
Upgrade 800 bpi. concurrent mode, magnetic
tape subsystem (model 4017) to 800 bpi
DMA magnetic tape subsystem ......................

Upgrade 800 bpi DMA magnetic tape sub-
system (model 4018) to 1600 bpi DMA
magnetic tape subsystem ..............................

800 bpi. NRZI. 25 ips magnetic tape sub-
system (DMA); includes controller/
formatter (1 x 4). tape drive, cabinet
and cable ..................................................

x 23.700 a

x 29,600 a

x 1.700 a

x 1.700 a

x 11.000 a

200 a

250 -

15 a

15 a

90 =

*A discount of 5% is granted when published monthly maintenance charges are prepaid annually.
"Any enhancement to Model 4016 (Series A) configuration necessitates . one-time upgrade

charge of S6,000.

MODEL

1 4016"

4019

4083

4443

4448

4449

4573

4574

4281

4282

4283

77 a" ATTACHMENT NO. 2



ROYALE T " CONFIGURATION RULES

1. The CPU chassis in the Royale T ' Base System configurations (Models 4016, 4017, 4018 and 4019)

contains a total of nineteen (19) slots of which four (4) slots are used for the processor. The following

chart shows the space required for each base system configuration and the slots available for installa-

tion of additional I/O interfaces and core memory.

MODEL *SPACE (SLOTS) REQUIRED SLOTS AVAILABLE

4016 8 11

4017 10 9

4018 9 10

4019 10 9

*Includes core memory modules

If the 1/0 interfaces and core memory modules that are required for the configuration exceed the

t number of available slots, an I/0 Expansion Chassis (Model 4033) and Expansion Cabinet (Model

4023) must be ordered.

2. Each Royale Base System configuration includes a single-bay cabinet which accommodates a magnetic

tape drive or up to four (4) tape cartridge drives, the Royale CPU and its options, and up to two (2)

10MB 2400 RPM disc drives. If more than two 10MB drives are required, Model 4448 is required

C71 which not only consists of 10MB fixed disc subsystem (controller and drive) but includes an expan-

sian cabinet to accommodate the third drive.

3. Disc Configuration Rules
Two 10MB disc drives may operate with one disc controller and a maximum of four (4) 10MB

drives (i.e., two disc controllers) are allowed per system. The larger 25MB disc pack drives may be

mixed with* Royale configurations having 10MB fixed disc drives. The controller for the 25MB drive

can accommodate up to four drives. A maximum of eight 25MB disc pack drives (i.e., two disc con.

trollers) are allowed per system. A total of three disc controllers for 10MB or 25MB drives may be

included in a Royale system.

The 1 50MB disc pack drives cannot be mixed with Royale configurations having 10MB fixed disc

drives and/or 25MB disc pack drives. The controller for the 150MB drive can accommodate up to

four drives a/lowing a total of 600MB on the system.

ATTACE,.'MENT NO. 1.
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FEDERAL ELECTION COMMISSION

Washington, D. C.

IlIn Re: American Medical Laboratories, Inc. MUR No. 1180

I, C. R. Cumming, being first duly sworn, depose and

,say as follows:

1. I am, and at all times relevant hereto have been,

Vice President for Finance of American Medical Laboratories,

IlInc. ("AML").'I '
2. In October of 1978, AML purchased two used 10

megabyte disc packs with controller from the Republican

National Committee ("the RNC") for $11,000.00. This price

was substantially less than that being quoted by other

sellers for this same equipment.

3. AML became aware of RNC's desire to sell this

1equipment through William Fanning of Datatel, Inc. Prior to

this time, AML was not in contact with the RNC.

4. The two 10 megabyte disc packs with controller

'were purchased by AML for use in its daily business operations.

AML is still using this equipment today and regards it as an

integral part of its operation.

5. The $11,000.00 price was one arrived upon after

:negotiations between the RNC and AML.

6. In purchasing this computer equipment, AML did not

"!intend or desire to make a contribution to the RNC. AML

:entered into this transaction solely for business reasons.

7. AML has never made a contribution to any political

,'fund or party.



STATE OF VIRGINIA

COUNTY OF FAIRFAX, to-wit:

The foregoing Affidavit was subscribed and sworn to before

me, a Notary Public, on this the r day of April, 1981

by C. R. Cuming, Vice President for Finance of American

Medical Laboratories, Inc.

A Notary Public

My commission expires: 4 , /dip's

.1V

I.t



FEDERAL ELECTION COMMISSION

Washington, D. C.

American Medical Laboratories, Inc. MUR 1180

AFFIDAVIT

I, David Schraeder, being first duly sworn, depose and

say as follows:

1. I am, and at all times relevant hereto have been,

President of Innovative Computers, Inc., a corporation

engaged in the business of selling Microdata computers.

2. I have been active in the computer industry since

1962.

3. I am not employed by, nor do I own stock in,

American Medical Laboratories, Inc.

4. It is my opinion that Innovative Computers, Inc.

would have sold two used 10 MB disc packs with controller in

1978 for $13,000.00 or $14,000.00. Our prices for used

Microdata computer equipment are generally lower than those

quoted by other firms in the industry.

5. It is my opinion that the purchase price of $11,000.00

for two used 10 MB disc packs with controller paid by AML in

October of 1978 was a commercially reasonable one.

I understand that a false statement or answer to any

question in this Affidavit may subject me to penalties for

Dperjury.Dai • ~rge

In Re:



* 2 491 2

STATE OF VIRGINIA

COUNTY OF .r,"k . --- ,to-wit:

The foregoing Affidavit was subscribed and sworn to

before me, a Notary Public in and for the aforementioned

jurisdiction, this the _ day of April, 1981 by David

Schraeder. /

My Commission expires:

Notary Public.)

_24 J



FEDERAL ELECTION COMMISSION

Washington, D. C.

In Re: American Medical Laboratories, Inc. MUR 1180

AFFIDAVIT

I Ronald Charnock, being first duly sworn, depose and

say as follows:

1. I am, and at all times relevant hereto have been,

the Director of Computer Services of the Repulican National

Committee (hereinafter referred to as "the RNCI).

2. In 1978, the RNC purchased one 150 megabite disk

drive and pack for its Microdata "Realty" computer system.

3. Having no further use for the existing two 10

megabite disk drive and packs with controller, the RNC

advised Datatel, Inc. that it desired to sell this equipment.

4. William Fanning of Datatel informed the RNC that

American Medical Laboratories, Inc. (hereinafter referred to

as "AML") wanted to purchase this type of equipment.

5. Thereafter, the RNC sold this excess equipment to

AML for $11,000.00.

6. The two 10 megabite disk drive and packs with

controller were used by the RNC in the normal course of its

business, and were replaced only when the business needs of

the RNC exceeded the capability of this equipment.

I understand that a false statement or answer to any

quesition in this Affidavit may subject me to penalties for

perjury.

Ronald Charnock



'* w

II

:DISTRICT OF COLUMBIA, to-wit:

The foregoing Affidavit was subscribed and sworn to before

me, a Notary Public, on this the " day of April, 1981

by Ronald Charnock, Director of Computer Services of the

Republican National Committee.

; -1tary Public

My Commission expires: -

Ii

:I
iiI'

II

I
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J ENVELOPES 82FEBIS P2: 0
UNLIMITED11C BOX 602.64 NORTH HORNERS LANE. ROCKVILLE., MARYLAND 20650 /301-424 3300

February 10, 1982

Federal Election Commission

Washington, DC 20463

Re: MUR 1180

Attention: Secretary of the Commission

Dear Sir:

In reviewing the contents of your letter dated January 28,
1982, and the attached General Counsel's brief, it is our
believe, after checking our records, that we are not in
violation of 2 U.S.C. & 441b.

or- The amount in question, $812.50, would appear to be pay-
ment to the Republican National Finance Committee for
purchase of 125,000 #9 ivory window envelopes at $6.50/M.

These envelopes were order&d by another customer - Public
T Service Research Council - and as the Republican National

Finance Committee had these envelopes on hand we purchased
them to meet our other customer's needs.

I have enclosed copies of our records and trust that they
will help clarify this transaction and help put the matter
to rest.

If we can be of further assistance, please do not hesitate
to ask our assistance.

Respectfull yours,

Anthony. Massiah

Comptroller

Enclosures

AIM: j



FEDERAL ELECTION COMMISSION
WASHINGTON. D.C. 20463

January 28, 1982

Mr. Jay Bruce Mackey
Envelopes Unlimited, Inc.
649 North Home Lane
Rockville, Maryland 20850

RE: MUR 1180

Dear Mr. Mackey:

Based on information ascertained in the normal course of
carrying out its supervisory responsibilities, the Federal Election
Commission, on December 2, 1980, found reason to believe that
your company violated 2 U.S.C. S 441b, and instituted an
investigation in this matter.

After considering all the evidence available to the Commission,
the Office of General Counsel is prepared to recommend that the
Commission find probable cause to believe that a violation has
occurred.

Submitted for your review is a brief stating the position
of the General Counsel on the legal and factual issues of the
case. Within fifteen days of your receipt of this notice, you.
may file with the Secretary of the Commission a brief (10 copies
if possible) stating your position on the issues and replying
to the brief of the General Counsel. (Three copies of such
brief should also be forwarded to the Office of General Counsel,
if possible). The General Counsel's brief and any brief which
you may submit will be considered by the Commission before
proceeding to a vote of probable cause to believe a violation
has occurred.

If you are unable to file a responsive brief within fifteen
days, you may submit a written request to the Commission for
an extension of time in which to file a brief. The Commission
will not grant any extensions beyond twenty days.



Jay Bruce Mackey
P Age 2

A finding of probable cause to believe requires that the
Office of General Counsel attempt for a period of not less than
thirty, but not more than ninety days to settle this matter
through a conciliation agreement.

Should you have any questions, please contact William Taylor
at (202) 523-4000.

Chltres N. Stee
General Counsel

Enclosure
Brief

.4:7



0 0
BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
) MUR 1180

Envelopes Unlimited, Inc. )

GENERAL COUNSEL' S BRIEF

I. Statement of Facts

This matter was referred to the Office of General Counsel by

the Audit Division and is based on an audit of the Republican

National Committee ("RNC") covering the period of January 1, 1976

through March 31, 1979.

According to records of the RNC, Envelopes Unlimited

purchased, in June of 1976, computer time from theRNC for $812.50.

* The RNC contends that it owns, as part of its operations, a large,

sophisticated computer facility. On occasions when the RNC and

other Republican organizations are not using the computer facilities

to its fullest extent, the RNC offered (and apparently offers) the

use of its facilities for a fee "no greater than the usual and

normal charge.*

II. Legal Analysis

The sale of computer time by the RNC to Envelopes Unlimited

is basically the leasing of the RNC's computer equipment for a

specific period of time. Unlike a computer program of all the

registered voters in a county or a computer program that selects

at random 900 precincts throughout the country, the sale of

computer time is not the sale of something created by the RNC in 'u
the normal course of carrying out its business and is not



-2-

something created primarily for RNC's own Use. The RNC is in the

business of politics, and this business would call upon the RNC

to keep a record of all public officials in the country, to

compile lists of all the registered voters in each political unit

throughout the country, and to compile lists of all the registered

Republican voters in each of these political units. The RNC

is not, however, in the business of selling computer time; its

computer equipment is something it purchased from a company that

was in the business of selling computer equipment and is not

something created by the RNC in the ordinary course of carrying

out its business.

* The sale of computer time by the RNC cannot be analogized

to the sale of excess or obsolete equipment or supplies. Though

the RNC, in selling computer time, was selling the use of its

equipment at a time when it was not using this equipment, there

is no permanent transfer of ownership of the computer equipment by

the RNC to Envelopes Unlimited, as there was in the sale of the

c- computer disc packs. Envelopes Unlimited merely obtains the

right to use the computer equipment for a period of time.

Because the RNC received corporate fundd from Envelopes

Unlimited, that could be used for the purposes of influencing a

federal election, and because the sale of computer time is not

the sale of something created by the RNC in the normal course

of carrying out its business or is the sale of obsolete equipment,

it is the opinion of the Office of General Counsel that the receipt

. "



p

-3-

of funds by the RNC from Envelopes Unlimited, a corporation, is

in contravention of S 441b of the Act, regardless of whether the

RNC did or did not make a profit on the transaction. See Advisory

Opinions 1975-15 and 1979-76.

III. Recommendation

The Office of General Counsel recommends, for the above-

mentioned reasons, that the Commission find Probable Cause that

Envelopes Unlimited, Inc. violated 2 U.S.C. S 441b by making a

contribution to the Republican Ration4l Cpwetee. -

Date
General Counsel

f
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DAvzNPORT & ASSOCIATES, P. C.
AT*TORNEYS AT LAW

Oil MCLICAN OlrICC CCNTRtE

6545 ELM STREET

MCL AN. VIROINIA 92101

(703) 700-1261

February 9, 1982

82FEW PZ:1

162o K STREET. N. W.
-SUINTE ShO2wAs-,4_ atoN, 0.- . 20006

,a.,-

Mr. William Taylor
Office of General Counsel
Federal Election Commission
Washington, D.C. 20463

Re: Datatel Inc.

Dear Mr. Taylor:

Your File: MUR 1180

Please be advised this firm represents Datatel
Mr. Steele's letter and General Counsel's brief in the
Same was received by us February 1, 1982.

Inc. and has received a copy of
matter dated January 28, 1982.

In accordance with our telephone conversation, I wish to request an additional
twenty (20) days in which to file our responsive brief in opposition to the proposed
findings of the Commission. The reason for the requested extension is that counsel
must be out of town on the west coast for the balance of this week and will not have
an opportunity to meet with his clients and prepare responsive documents within the
fifteen (15) day period.

If you have any questions regarding this request, please contact Robert 3.
Davenport of this office.

Thanking you in advance for your consideration and cooperation,

I am,

Very truly yours,

DAVEAORT & ASSOCIATES, P.C.

F, r,

DMD/jeh

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

DAVID M DAVENPORT
ROBERT J. DAVENPORT
BRUCE V MEYER

A a



DAVENPORT & ASSOCIATES, P. C.
ATTORNEYS AT LAW

611 MCLEAN OPPiCg CENTRE

6845 ELM STREET

MCLEAN, V1XtGrIA 2W01

- -
Mr. William Taylor
Office of General Counsel
Federal Election Commission
Washington, D.C. 20463
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Arent, Fox, Kintner, Plotkin & Kahn

Fedefrl Bar Blding. 1815 H treet, N.W.
Wasn t D.C. 20006
%bPhsN: (M3 574004
Cabl: ARIOX Wms WU 53672 ITT 44035

James P Mercro
(202) 857409 February 5, 1982

BY HAND

Ms. Marjorie W. Emmons
Secretary
Federal Election Commission
1325 K Street, N.W., 5th Floor
Washington, D. C. 20463

Re: Franklin Mint Corporation
MUR 1166 and 1180 C*

Dear Ms. Emmons:

We are counsel for Franklin Mint Corporation in
above matters.

the

We have been advised by letters dated January 28,
1982 (in MUR 1180) and January 29, 1982 (in MUR 1166) that
the Office of the General Counsel is prepared to recommend
that the Commission find probable cause to believe that a
violation of 2 U.S.C. §441b has occurred in each of these
matters. Under 11 C.F.R. SIII.6 a responsive brief would
be due on or before February 15, 1982 in each of these mat-
ters.

I respectfully request that the time in which a brief
may be filed on behalf of Franklin Mint Corporation in both
of these matters be extended to and including March 1, 1982.
We are unable to file a responsive brief prior to that date
because the member of Franklin Mint's Law Department who has
responsibility for this matter within the company must be out-
side of the United States on other business from February 8
through February 22, 1982.

Thank you for your consideration in this matter.

Sincerely,

James P. Mrui
JPM:kcm /
cc: Charles N. Steele, Esquire/

William Taylor, Esquire
Thomas Whitehead, Esquire
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Federal Bar Building, 1815 11 Street, N.W.
'f Washington, D.C. 20006 3?2FH BS Pi2 : 5 8

Charles N. Steele, Esquire
Federal Election Commission
1325 K Street, N.W., 7th Floor
Washington, D. C. 20463
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Arent, Fox, Kintner, Plotkin & Kahn
Federal Bar Buidina 1815 H Sawt. N.W.
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Ja P. meimurio
(202) 8574092 February 5, 1982

BY HAND

Ms. Marjorie W. Emmons
Secretary
Federal Election Commission
1325 K Street, N.W., 5th Floor
Washington, D. C. 20463

Re: Franklin Mint Corporation
MUR 1166 and 1180

Dear Ms. Emmons:

We are counsel for Franklin Mint Corporation
above matters.

in the

We have been advised by letters dated January 28,
1982 (in MUR 1180) and January 29, 1982 (in MUR 1166) that
the Office of the General Counsel is prepared to recommend
that the Commission find probable cause to believe that a
violation of 2 U.S.C. S44lb has occurred in each of these
matters. Under 11 C.F.R. §111.6 a responsive brief would
be due on or before February 15, 1982 in each of these mat-
ters.

I respectfully request that the time in which a brief
may be filed on behalf of Franklin Mint Corporation in both
of these matters be extended to and including March 1, 1982.
We are unable to file a responsive brief prior to that date
because the member of Franklin Mint's Law Department who has
responsibility for this matter within the company must be out-
side of the United States on other business from February 8
through February 22, 1982.

Thank you for your consideration in this matter.

Sincerely,

James P. Mrui
JPM:kcm
cc: Charles N. Steele, Esquire

William Taylor, Esquire /
Thomas Whitehead, Esquir4e

(3cc# 7104
82PFEB5 P12: SO



Arent, Fox, Kintner, Plotkin & Kahn
Federal Bar Building, 1815 H Street, N.W.

.' Washington, D.C. 20006 82 FEB 5 P12:58

Thomas Whitehead, Esquire
Federal Election Commission
1325 K Street, N.W., 7th Floor
Washington, D. C. 20463
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February 1, 1982

".

Charles N. Steele, General Counsel
Federal Election Commission
1325 K Street, N. W.
Washington, D. C. 20463

RE: MUR 1180

r- Dear Mr. Steele:

This letter is to request from the Commission an extension of time in which

to file a brief in response to your letter and brief received on February 1,

1982.

This matter has been under consideration by the Commission for a period in

excess of two years. I feel that the fifteen day response period offered in

your letter to the Republican National Committee is not adequate for a con-
sidered response.

Your prompt reply to this letter with an indication of the Commission's

decision on this request will be appreciated.

Very truly yours,

E. Mark Braden

EMB:jd

cc: Roger Allan Moore
General Counsel
Republican National Committee

Dwight D. Eisenhower Republican Center: 310 First Street Southeast, Washington, DC 20003 (202) 484-6639
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Charles N. Steele, General Counsel
Federal Election Commission
1325 K Street, N. W.
Washington, D. C. 20463
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BAKER & HOSTETLER

ATTOUNUTS AT LAW

816 COI NUCTICUT AVI., . W.

IN CLEVELAND, OHIO WASNINOTON, D. C. 80OO6 IN DeNVEiRCO..OPADO

3200 NATIONAL CITY CENTER 500 CAPITOL. LIrE CENTER

CLEVELANO, OIO 44114 (wes) 81- 100 DENVEN, COtLOADO 80203

(2ic) 210-t00 TBLOPIZE (SDO) W'-o010 (3o,). eel- cO0

TWX 610 4411 0375
IN 0 "NDo, F'LORIDA

IN COLUMSUS,OHIO *9.&CNA TowER

100 EAST BROAD STREET ORLANPA FwL0IOA 32802

COLUMUS.,OHIO 43218 February 2, 1982 (!46) 641-1111

(614) 20-1541

WRITER'S DIRECT DIAL NO.:

(202) 861- 1572

Charles N. Steele, Esquire
Federal Election Commission
1325 K Street, N. W.
Washington, D. C. 20463

Re: MUR 1180

Dear Mr. Steele:

This office represents Civic Services, Inc., respondent in
the above-captioned matter. This letter is in response to your
letter of January 28, 1982 and the enclosed General Counsel's
Brief which recommends that the Federal Election Commission
("FEC") find no probable cause to believe that our client violated
2 U.S.C. §441b by purchasing voter precinct computer lists from
the Republican National Committee ("RNC") in March of 1977. We
concur with this recommendation for the reasons stated in the
General Counsel's Brief and for the reasons stated in our submis-
sion of April 24, 1981, which I hereby incorporate by reference.

1'0 The General Counsel's Report in support of the recommenda-
tion likens our client's transaction with the RNC to "the Bailey-
Deardourff sale." General Counsel's Report at 3. We wish to
point out for the record that we are unaware of any such 

"sale,"

nor of any determination by the FEC on the public record involv-
ing such "sale." Consequently we are unable to comment on its
factual or legal relevance to our client's case.

We do not intend to file a separate brief on behalf of
our client. We reserve all such rights in the event the FEC
fails to adopt your recommendation.

Sincerely,

Jan W. Baran

JWB:gh

cc: Roy Pfautch



Charles N. Steele, Esquire

Federal Election Commission
1325 K Street, N.V-W.
, ashinato, D.C. 20463
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ENDICOTT PEABODY
JEREMIAH 0. LAMBERT
TEDSON J. MEYERS
CHARLES T. DUNCAN

DAVID J. TAYLOR
MICHAEL W. FABIR
JOHN R. FERGUSON
TIMOTHY J. WATERS
JOHN T. SCHELL
CHARLES R. WORK
JOHN A. HODGES
ROBERT H. MORSE
ROBERT A. WARDEN
ROBERT N. JENSEN
COLLISTER JOHNSON.JR.
ROBERT P. VISSER
TIMOTHY L. HARKER
NATHALIE P. GILFOYLE

RONALD J. DOLAN

LAw OmnIcss

PEABODY, LAMBERT & MEYERS
A PDOFzSSxOXAL ComponATron

WASH oToN, D.C. aoo3o

TWELFTH FLOOR

CONNECTICUT BUILDING

1150 CONNECTICUT AVENUE, N.W.

TELEPHONE (OZ) 457-1000

CABLE ADDRESS "EXCELSIOR"

TELEX 897413

January 30, 1982

Charles N. Steele
General Counsel
Federal Election Commission
Washington DC 20463

Dear Mr. Steele:

Re: MUR 1180

As counsel to Market Opinion Research, I am pleased
with the analysis and recommendation of the Office of General
Counsel, and I do not intend to file any further brief in
connection with this matter at this time.

Sincerely,

Robert P. Visser ,

71111111111-7 F 1. 5M, W- J I-M, 9

2 F98 A10: 50
LAWRENCE WHITE
JEANNE A. CARPENTER
JOHN MARK JANSEN

NANCY MARIE STILES
MICHAEL W. BEASLEY
ROBERT J. MILLER

GLENN R. REICHARDT
JOEL S. WINNIK
WILLIAM D.COSTON
JEFFREY N. MARTIN
ROBERT A. HAZEL
DIANE GILBERT WEINSTEIN
JAY 0. PEDELTY
ROBERT C. GOOBEY
KATHRYN E. PAULI
JANINE H. COWARD
MYRON L. DALE
IRVIN A. MERMELSTEIN
PETER N. HIESERT
MARK 0. COLLEY
NEIL D. KIMMELFIELD

OF COUNSEL
LEWIS A. RIVLIN
ROBERT C. HACKER
JORGE L. C6RDOVA, JR.

WRITER'S DIRECT DIAL NUMBER

(202) 457-1019
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PEABODY, LAMBERT & MEYERS

A PROFESSIONAL CORPORATION

CONNECTICUT BUILDING-TWELFTH FLOOR

1150 CONNECTICUT AVENUE, N.W.

WASHINGTON, D.C. 20036

Charles N. Steele
General Counsel
Federal Election Commission
Washington DC 20463
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DICKSTEIN, SHAPIRO & MORIN

2101 L STREET, N.W.

WASHINGTON, D.C. 20037

JUSTIN D. SIMON 202 785-9700 58 MADISON AVENUE

DIRECT DIAL NEW YORK, N. Y. 10022

202 628-2211 TELEX: 892608 DSM WSH 212 83-,900o

January 29, 1982

Charles N. Steele, Esquire
General Counsel
Federal Election Commission
1325 K Street, N.W. en
Washington, D.C. 20463

Re: MUR 1180

Dear Mr. Steele:

We are in receipt of your letter dated January 28,
1982 in which you have informed us of the General Counsel's
recommendation to the Commission that it find no probable
cause to believe that a violation has occurred regarding
our client, National Direct Mail Services, Inc. We have
received a copy of the General Counsel's Brief. We concur
entirely with the conclusion in that Brief for the reasons
set forth there and in our letter to Mr. William Taylor of
your office dated March 18, 1981. I am enclosing a copy
of our letter as an appendix hereto.

Thank you for providing us with an opportunity to
have our position made clear on the record.

Respectfully,

Jus in D. Simon

JDS:ms L/

Enclosure

cc: William Taylor, Esquire
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BY HAND March 18, 1981

William Taylor, Esquire
Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463

Re: MUR 1180

Dear Mr. Taylor:

1I am writing on behalf of our client, National Direct

Mail Services, Inc. ("NDMS"), in response to the February 23,

1981 letter of Chairman McGarry. In that letter, Chairman

McGarry reported that as a result of a routine audit 
by the

Staff the Commission had issued a Notification of Reason to

- , Believe Finding that NDMS had violated 2 U.S.C. S441b. The

matter in issue concerns the purchase of envelopes by NDMS

from the Republican National Committee ("RNC") for a total

amount of $680.

*- It is our view that NDMS in no way violated §441b in

this matter. Let me briefly outline the reasons for this con-

1 clusion. First, neither the FECA nor the regulations of the

Commission prohibit any company from engaging in business 
trans-

actions with a political committee.*/ That being so, the mere

-o. fact that a company such as NDMS made a purchase from 
the RNC

in no way forms the basis for a "reason to believe" that §441b

was violated. Second, the definition of contribution contained

in §431 (and read into §441b(a)), requires that a payment be made

"for the purpose of influencing any election for federal office"

to constitute a "contribution." The reference to the term
"contribution or expenditure" contained in §441(b)(2) merely

elaborates on the basic definition of the Act, but does 
not

eliminate the requirement that the payment be made for 
the

purpose of influencing a election for federal office. There

is nothing in the Coimission's findings which indicates that

*.' See AO 19-9-24



I0

Mr. William Taylor
March 18, 1981
Page Two

the Commission found such a prohibited purpose -- indeed, the

Commission noted that its "evidence indicates that the corpora-

tion did not realize that they were making a contribution 
...

but believed they were involved in an arms-length transaction."

Based on my discussions with the Staff, there is 
no evidence of

such a prohibited purpose. Accordingly, on the face of the

matter, we submit there is no factual basis for any 
further

action by the Commission.

Third, when one probes below the surface, one discovers

that there is no conceivable manner in which this transaction

could be construed to violate the FECA. The 100,000 envelopes

in question were purchased at cost. The envelopes were blank,

N ivory #7-3/4 with windows and were readily interchangable 
and

usable for a multitude of commercial purposes by 
NDMS. Prior

to their purchase by NDMS, these envelopes were collecting 
dust

in a warehouse and, according to our information, 
the RNC was

faced with one of three choices: 1) paying storage charges for

them; 2) discarding them; or 3) selling them. At the time of

the purchase, NDMS had another client for whom the 
envelopes

could be used.

As the Commission made clear in Advisory Opinion 1979-24,

political committees are allowed to engage in such sales 
as long

as the price received for such goods "is not greater than the

usual and normal charges for those specified materials." 
Since

the Commission would have allowed RNC to sell these envelopes

for their normal commercial value, a fortiori, they most 
certainly

are allowed to sell excess supplies at cost. This is especially

true where, as here, the purchaser has a legitimate 
commercial

use for the items purchased.

The short of it is we do not believe there is any basis

for any rurther action in this matter by the Commission. We

remain more than willing to discuss this matter with you further

if you have any questions.

Sincerely,

Justin D. Simon

J .DS ::Ts



DICKSTEIN, SHAPIRO & MORIN
2101 L STREET, N.W.

WASIINGTON, D.C. 20037
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Charles N. Steel, Esquire
General Counsel
Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463



DICKSTEIN, SHAPIRO & MORIN
2101 L STREET, N.W.

WASHINGTON, D.C. 20037

JUSTIN 0. SIMON 202 785-9700 *** MADISON AVENUE

DIRPCT DIAL 
NEW YORK, N. Y. 10022

20216 a-i-1 TELEX: 892608 OSM WSH alt 32-100

January 29, 1982

Charles N. Steele, Esquire
General Counsel Cn

Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463

Re: MUR 1180

Dear Mr. Steele:

We are in receipt of your letter dated January 28,
1982 in which you have informed us of the General Counsel's

N recommendation to the Commission that it find no probable
cause to believe that a violation has occurred regarding
our client, National Direct Mail Services, Inc. We have
received a copy of the General Counsel's Brief. We concur
entirely with the conclusion in that Brief for the reasons
set forth there and in our letter to Mr. William Taylor of
your office dated March 18, 1981. I am enclosing a copy
of our letter as an appendix hereto.

Thank you for providing us with an opportunity to
have our position made clear on the record.

Respectfully,

Jqin D. Simon

JDS:ms

Enclosure

cc: William Taylor, Esquire/
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2101 L STREET, N.W.

WASHINGTON, D.C. 20037 2 A

William Taylor, Esquire
Office of the General Counsel

Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463 82 JANl Z8 P 4: 21

January 28, 1982

MEMORANDUM

TO : The Commission

FROM : Charles N. Steel
General Counsel _

SUBJECT: MUR 1180

Attached for the Commission's review are briefs (10) stating
the position of the General Counsel on the legal and factual issues
of the above-captioned matter. Copies of these briefs and letters
notifying the respondents of the General Counsel's intent to

recommend to the Commission findings of probable cause to believe
and no probable cause to believe were mailed on January 28, 1982
Following receipt of the Respondent's reply to this notice, this
Office will make a further report to the Commission.

Attachments

1. Briefs (10)
2. Letters to Respondents
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

January 28, 1982

James P. Mercurio, Esq.
1815 H Street, N.W.
Washington, D.C. 20036

RE: MUR 1180

Dear Mr. Mercurio:

Based on information ascertained in the normal course of
carrying out its supervisory responsibilities, the Federal Election
Commission, on December 2, 1980, found reason to believe that
your client had violated 2 U.S.C. S 441b, and instituted
an investigation in this matter.

After considering all the evidence available to the Commission,
the Office of General Counsel is prepared to recormend that the

Commission find probable cause to believe that a violation has
occurred.

Submitted for your review is a brief stating the position
_ of the General Counsel on the legal and factual issues of the

case. Within fifteen days of your receipt of this notice, you

(1 may file with the Secretary of the Commission a brief (10 copies
if possible) stating your position on the issues and replying

T to the brief of the General Counsel. (Three copies of such
brief should also be forwarded to the Office of General Counsel,
if possible). The General Counsel's brief and any brief which

, you may submit will be considered by the Commission before
proceeding to a vote of probable cause to believe a violation
has occurrred.

If you are unable to file a responsive brief within fifteen
days, you may submit a written request to the Commission for an
extension of time in which to file a brief. The Commission will
not grant any extensions beyond twenty days.



0James P. Mercurio, 9 sq.
Page 2

A finding of probable cause to believe requires that the
Office of General Counsel attempt for a period of not less than
thirty, but not more than ninety days to settle this matter
through a conciliation agreement.

Should you have any questions, please contact William Taylor
at (202) 523-4000.

General Counsel

Enclosure
Brief
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of)
MUR 1180

Franklin Mint Corporatiaon )

GENERAL COUNSEL'S BRIEF

I. statement of Facts

This matter was referred to the Office of General Counsel by

the Audit Division and is based on an audit of the Republican

National Committee ("RNC") covering the period of January 1, 1976

through March 31, 1979.

on October 27, 1976, the RNC deposited in its operating

account a check for $20,000 from the Franklin Mint Corporation (See

N attachment IU, and in-July of 1979 deposited in its operating

account another check for $8,705.00, both from the Franklin Mint

Corporation. !/ When the Audit staff inquired about the first

check, -the committee explained that it was a royalty payment

resulting from an agreement entered into during August of 1976 with

the Franklin Mint Corporation ("the Corporation") for the use of

the Republican party's campaign symbol; the RNC provided the Audit

staff with a copy of the agreement (See attachment II), which

contains the following terms:

a) The Corporation would offer for sale gold and silver

medals in four different forms, all of which would bear a

reproduction of the Republican Presidential and Vice-

Presidential candidates on the obverse and the party's

campaign symbol on the reverse.

1The second check was received after the audit had been
conducted.
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b) The Corporation would offer the medals for sale to the

general public and to its established collectors

commencing in September of 1976 by means of direct mail

and publication advertising with a closing date for

acceptance of orders of November 2, 1976.

c) The Corporation would spend an aggregate of $100,000 for

publication advertising of the Republican and Democratic

Presidential campaign medals. 2/ Any increase in this

advertising budget would be subject to the Committee's

approval.

d) The RNC would agree to designate the medals as the

official Presidential Campaign Medals of the Republican

National Committee and would authorize the Corporation

to make reference to this designation in its advertising

materials.

e) In consideration of the RNC's agreement, the Corporation

would:

1) Pay the RNC royalty of 15% of the net sales of the

Campaign Medals with a minimum guaranteed royalty

of $30,000.

2) Provide to the RNC at no charge a quantity of medals

with a retail value of $5,000. 3/

2/ on approximately the same date, the Corporation entered into an
identical agreement with the Democratic National Committee.

3/ The RNC was uncertain whether the $5,000 worth of medals had
ever been received, and the audit staff found no indication in
the RNC's records that the medals were received.
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f) The RNC would grant the corporation the exclusive right

to mint and/or sell the official 1976 Presidential

Campaign Medals of the Republican National Committee, and

would further provide for certifications to the media

concerning the corporation's advertising of the medals

as required under applicable Federal law.

g) The RNC agreed to the Corporation's proposal but

reserved the right- to have prior approval of the design.

II. Legal Analysis

A. Franklin Mint Royalty

The Franklin Mint Corporation is a corporation duly organized

under the laws of the state of Delaware. See Franklin Mint

Corporation v. Franklin Mint, Ltd., 360 F. Supp. 478 (1973).

Thus, the campaign medals transaction raises the specific issue of

the applicability of 2 U.S.C. S 441b(a), which provides that:

TrIt is unlawful for any . corporation
whatever . . . to make acontribution or

Cl expenditure in connection with any election
t o . . . [Federal] office.

The term "contribution or expenditure" is defined in

2 U.S.C. S441b to include:

..any direct or indirect payment, distribution,
loan, advance, or gift of money or any services
or anything of value . . . to any candidate,
campaign committee, or political party or
organization, in connection with any election
to . . . [Federal off ice] . ..

Section 441b(b)(2) contains a narrow exception for loans

made by national or State banks in accordance with banking laws



S
and in the normal course of business. There is no other explicit

statutory exception from S 441b(a) that would permit a political

party organization to view payments from a corporation or national

bank as consideration for services rendered rather than as prohibited

contributions.

The Commission, in its regulations, has recognized that funds

of a political committee could be invested and earn income. See

11 CER S 103.3(a). Similarly, the Commission has permitted the

sale or lease of a committee's contributor list (Advisory

Opinion 1979-18) and the sale of excess equipment and supplies

acquired in the course of the campaign (AO 1979-24), provided

(-.

that corporate purchaser or lessees pay the usual and normal

charge for the goods or services sold by the committee. See

also 11 CFR l0O.7(a)(l)(iii)(A) and (B).

The present transaction is, however, similar in many respects

to the proposed "credit card program" previously considered by

the Commission in Advisory Opinion 1979-17. In that opinion

request, the Commission considered several alternative plans

under which the Republican National Committee would provide the

prestige of its name, the loyalty of its members, the endorsement

of its leadership and the use of its membership lists to several

banks issuing credit cards such as a VISA card. As a result,

the issuing banks would be able to expand their card holder base.

In exchange, the banks would provide the RNC with either (a) the

exclusive use of the monthly statement as a vehicle for mailing
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RNC educational/promotional materials to RNC credit card holders,

(b) a one-time payment for each RNC card issued or account activated

as a result of the solicitation, or (c) a negotiated fee on a

monthly basis representing a percentage of either total card

holder sales or the finance charge balance on RNC credit card

accounts. The opinion request described the transaction as a

"bargain struck at arms length by the parties," with benefits and

consideration flowing back and forth between the parties much the

same as in any commercial relationship. However, the Commission

determined that the RNC proposal did not present the possibility

of characterizing the amounts received by the RNC and the services

rendered by the banks as bargained for consideration rather than

contributions from the banks in violation of 2 U.S.C. S 441b.

SFundamental to the Commission's conclusion that the plan would

Sresult in a violation of the Act was its recognition of the

~'distinction between income that a political committee can produce

using certain types of tangible assets and, "the use of a political

organization's good will and the reputation of its national leader-

ship to promote a commercial enterpr ise in exchange for a share

of the income realized or anticipated by the commercial enterprise".

AO 1979-17, pp. 5 and 6.

In the present transaction, the RI'C granted the corporation

the exclusive right to mint and market commemorative medals

bearing the likeness of the candidates as the RNC's campaign

symbol and authorized the corporation to make reference to the
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the RNC's designation of the medals as the "Official Presidential

Campaign Medals of the Republican National Committee" in

advertising materials. In so doing, the Committee, in essence,

sold its good will and the reputation of its national leadership

to the corporation in exchange for a share of the income realized

or anticipated. As such, the payments made by the Corporation,

as in the "credit card program", supra, cannot be viewed simply

as bargained for consideration but rather constitute contributions

in violation of S 441b of the Act.

Alternatively, the present transaction may be analyzed in

light of the Commission approach in Advisory Opinion 1976-50.

_In that opinion, a corporation was authorized to produce and market

a shirt bearing the candidate's name. The corporation would pay

I^- all expenses to produce and sell the shirts and would remit $1

Sof the $7.98 purchase price as a political contribution by the

C'purchaser to the candidate's campaign. The Commission concluded

that the proposed commercial arrangement was prohibited by

2 U.S.C. S 441b in that the corporation was advancing funds to

produce and market campaign materials with a portion of the

proceeds paid over to the candidate. In the present transaction,

the corporation produced the medals, spent $100,000 on advertising

the Republican National Committee and Democratic National

Committee medals, and utilized their list of established collectors,

thereby advancing funds and contributing valuable services to

the Committee in violation of § 441b of the Act.



-7-

Finally, it should be noted that the narrow exception

recognized by the Commission in Advisory Opinion 1978-46 is

inapplicable to the present transaction. In that opinion, the

Commission, after analyzing the question of whether amounts paid

by corporate advertisers in convention programs and publications

of a political party could be treated as commercial transactions,

rather than political contributions, the Commission held that such

proceeds were contributions and prohibited under 2 U.S.C. S 441b,

although they could be placed in a separate bank account of a

non-federal political party committee for use only in state and

local elections if permitted by state law. Here, the Committee

deposited the two checks received from the Corporation into its

operating account, which the Committee used for federal campaign

purposes.

III. Recommendation

The Office of General Counsel recommends, for the above-

mentioned reasons, that the Commission find Probable Cause that

the Franklin Mint violated 2 U.S.C. S 441b by making a

contribution to the Republican Nationa

Date h es N. Steele
General Counsel
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August 11, 1976

Republican National Comrnittee
310 First Street SE
Washington, D.C. 20003

Gentlemen:

This letter sets forth our proposal to your organization
ain.1, when accepted by you, will serve as the agreement between
us relating to an offering and sale by Franklin Mint Corporation
("Franklin") *of 1976 Republican Presidential Campaign Medals as

cr described below. The medals will be offered for sale by Franklin
- in the followi.ng forms:

1. A sterling silver Tedal in a lucite display stand

5. A s.Lel-,ng silver medal with 24kt gold electroplate (pe:ndant)
4. An 181,t gold medal with neck chain (pendant)

C,
The riedals will bear a reproduction of the Republican

Prcsidential and Vice-Presidential. candidates on the obverse and
(7 the party's campaign symbol on the reverse.

FranlKlin will offer the-medals for sale to the general public
i .- nd to Franklin's established collectors conmencing in September
1976 by m.eans of direct mail and publication advertising w ith a
closing date for acceptance of orders of November 2, 1976.

Franklin pro:;cently intends to spend an aggregate of *100,000
for publication advertising of the Republican and Democratic
Presidential C.ainagn, mcdajs. F'nklin agrees that any increase
in said ad'erti-i:g budget shall be subject to your organization's
aproval.
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Your organization agrees to designate the above-described
fepublican Presidential Campaign medals as the Official Presidential

Catrpaign Medals of the Republican National Committee and. authorizes

Franklin to make reference to such designation in its advertising

materials. In consideration thereof, and of the agreements of your

orcanization hereunder, Franklin is willing to:

- I. Pay to your organization a royalty 'equal to 15% of

Franklin's net sales of said Republican National
Comrmittee i976 Presidential Campaign Medals with a

minimum guaranteed royalty of $30,000. "Net sales"

shall mean Franklin's gross receipts from its sales
of said medals less returns, allowances and sales or
use taxes.

2. Provide to your committee at no charge a quantity of
the i6edals equivalent in retail valu6 to $5,000.

Your organization further agrees that Franklin shall be the

(n exclusive organization authorized to mint and/or sell the Official

1976 Presidential Campaign Medals of the Republican National Com-

mittee. "

Your.organization .urther agrees to provide for certifications

to Lhe i-eJa concern.i.ng Franklin's advertising o% th medals as

required under applicable Federal law.

b*ould you kindly indicate your acceptance of the above agreement

by signing the duplicate copy of this letter enclosed herewith.

Yours very truly,

F.NKLI I MINT CORPOPATION

Francis J. Fit zpatrick, Jr.
Vice' President

Acccpted and agrized to this

day of AutiUst, 1976

Fc.ub icn .,--io:nal Corijitce, except t!,at .:e reserve tLhe right tc i;ave
,io" ,,prc,.a1 of tihe design.

13 y: _ -4



FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

January 28, 1982

Mr. Alphons J. Hacki
2400 Seventeenth Street, N.W.
Washington, D.C. 20009

RE: MUR 1180

Dear Mr. Hackl:

Based on information ascertained in the normal course of
carrying out its supervisory responsibilities, the Federal Election
Commission,-on December 2, 1980, found reason to believe that
your company had violated 2 U.S.C. S 441b, and instituted an
investigation in this matter.

After considering all the evidence available to the Commission,
the Office of General Counsel is prepared to recommend that the
Commission find probable cause to believe that a violation has
occurred.

Submitted for your review is a brief stating the position of
the General Counsel on the legal and factual issues of the case.
Within fifteen days of your receipt of this notice, you may file

C', with the Secretary of the Commission a brief (10 copies if possible)
stating your position on the issues and replying to the brief of
the General Counsel. (Three copies of such brief should also be
forwarded to the Office of General Counsel, if possible). The
General Counsel's brief and any brief which you may submit will be
considered by the Commission before proceeding to a vote of
probable cause to believe a violation has occurred.

If you are unable to file a responsive brief within fifteen
days, you may submit a written request to the Commission for an
extension of time in which to file a brief. The Commission will
not grant any extentions beyond twenty days.



Mr. Alphons J. Hackh
Page 2

A finding of probable cause to believe requires that the
Office of General Counsel attempt for a period of not less than
thirty, but not more than ninety days to settle this matter
through a conciliation agreement.

Should you have any questions, please contact William Taylor
at (202) 523-4000.

General Counsel

Enclosure
Brief



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
) MUR 1180

Acropolis Books Ltd. )

GENERAL COUNSEL'S BRIEF

I. Statement of Facts

This matter was referred to the Office of General Counsel by

the Audit Division and is based on an audit of the Republican

National Committee ("RNC") covering the period of January 1, 1976

through March 31, 1979.

On June 22, 1976 and on October 23, 1976, the committee

deposited in its operating account two checks in the amounts of

$1,050.25 and $2,145.50 received from Acropolis Books Ltd.

(Acropolis). The RNC reported the checks as "refund/rebates" and

not as a contribution. When the audit staff inquired about the

checks, the RNC explained that it was a royalty payment resulting

from an agreement entered into on August 25, 1975 for the sale of a

book called REPUBLICAN HUMOR BOOK. The RNC, the publisher and the

authors of the book were all parties to the agreement.

The RNC provided the audit staff with a copy of the agreement

that contains the following pertinent terms:

g) The publisher (Acropolis) agrees that the retail price of

this work will be Four Dollars and Ninety-Five Cents

($4.95) and royalties will be paid to the Authors

[Mr. Shabik and Mr. Short] and the Committee [RNC] on the

following schedules:

v , l
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A. On the sales through the Republican National

Committee, a royalty upon all copies of the work

sold and paid for in the exclusive territory in

Paragraph 1:

(iii) Two Dollars and Twenty-Five Cents ($2.25)

per book to the committee, as long as Stephen J.

Shubik [author] shall receive thirty (30) cents per

book, thereafter Two Dollars and Fifty-Five Cents

($2.55) per book to the committee;

B. On sale through the normal book trade distribution

channels a royalty upon all copies of the work sold

and paid for in exclusive territory specified in

Paragraph 1:

(iii) One Dollar ($1.00) to the committee (RNC)

and One Dollar and Ten Cents ($1.10) after Stephen J.

Shubik [author] has recovered his expense.
C

CV II. Legal Analysis

cq- The transaction between Acropolis and the RNC raises the

specific issue of the applicability of 2 U.S.C. S 441b(a), which

provides:

It is unlawful for any . . . corporation
whatever . . . to make a contribution or
expenditure in connection with any election
to . . . [Federal] office.



-3-

The term "contribution or expenditure" is defined in

2 U.S.C. S 441b to include:

* any direct or indirect payment,
distribution, loan, advance or gift of

money or any services or anything of
value . . . to any candidate, campaign
committee, or political party or organi-
zation, in connection with any election
to . . . [Federal office] . .

Section 441b(b)(2) contains a narrow exception for loans made

by national or State banks in accordance with banking laws and in

the normal course of business. There is no other explicit statutory

exception from S 441b(a) that would permit a political party

organization to view payments from a corporation or national bank

as consideration for services rendered rather than as prohibited

contributions. .
-Nv

The Commission in its regulations has recognized that funds

of a political committee could be invested and earn income. See

11 CFR S 103.3(a). Similarly, the Commission has permitted the

sale or lease of a committee's contributor list (Advisory

Opinion 1979-18) and the sale of excess equipment and supplies

acquired in the course of the campaign (AO 1979-24), provided

that corporate purchaser or lessees pay the usual and normal

charge for the goods or services sold by the committee. See

also 11 CFR S 100.7(a) (i)(iii) (A) and (B).

The persent transaction is, however, similar in many respects

to the proposed "credit card program" previously considered by

the Commission in Advisory Opinion 1979-17. In that opinion
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request, the Commission considered several alternative plans under

which the Republican National Committee would provide the prestige

of its name, the loyalty of its members, the endorsement of its

leadership and the use of its membership lists to several banks

issuing credit cards such as a VISA card. As a result, the

issuing banks would be able to expand their card holder base.

In exchange, the banks would provide the RNC with either (a) the

exclusive use of the monthly statement as a vehicle for mailing

RNC educational/promotional materials to RNC credit card holders,

(b) a one-time payment for each RNC card issued or account activated

as a result of the solicitation, or (c) a negotiated fee on a

0% monthly basis representing a percentage of either total card

holder sales or the finance charge balance on RNC credit card

accounts. The opinion request described the transaction as a

"bargain struck at arms length by the parties", with benefits

and consideration flowing back and forth between the parties

1T much the same as in any commercial relationship. However, the

Commission determined that the RNC proposal did not present the

possibility of characterizing the amounts received by the RNC and

the services rendered by the banks as bargained for consideration

rather than contributions from the banks in violation of

2 U.S.C. § 441b. Fundamental to the Commission' s conclusion

that the plan would result in a violation of the Act was its

recognition of the distinction between income that a political

committee can produce using certain types of tangible assets
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and, "the use of a political organization's good will and the

reputation of its national leadership to promote a commercial

enterprise in exchange for a share of the income realized or

anticipated by the commercial enterprise."~ AO 1979-17, p. 5-6.

In the present transaction, apparently, the RNC granted

Acropolis the right to use the name Republican in the title of

the book Acropolis published and agreed to help sell the book.

In so doing, the Committee, in essence, sold its good will

and the reputation to the corporation in exchange for a share

of the income realized or anticipated. As such, the payments

made by the Corporation, as in the "credit card program," supra,

0% cannot be viewed simply as bargained for consideration but rather

constitute contributions in violation of S 441b of the Act.

Finally, it should be noted that the narrow exception

recognized by the Commission in Advisory Opinion 1978-46 is

inapplicable to the present transaction. In that opinion, the

7r Commission, after analyzing the question of whether amounts paid

C, by corporate advertisers in convention programs and publications

of a political party could be treated as commercial transactions,

rather than political contributions, the Commission held that such

proceeds were contributions and prohibited under 2 U.S.C. S 441b,

although they could be placed in a separate bank account of a

non-federal political party committee for use only in state and

local elections if permitted by state law. Here, the Committee

deposited the two checks received from the Corporation into its

operating account, which the Committee used for federal

campaign purposes.
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III. Recommendation

The Office of General Counsel recommends, for the above-

mentioned reasons, that the Commission find Probable Cause that

Acropolis Books Ltd. violated 2 U.S.C. S 441b by making a

contribution to the Republican National Committee.

Cha s N. Steele
General Counsel

Date

C,

I v 
v

m --



WAHNTN DC 06

Janary28,198

Fairfanuar 28,ini 19820

Gerdy. Carson:sq

4069 d Cha n Bigefoadinacranditenra oreo

Commission, on December 2, 1980, found reason to believe that
your client had violated 2 U.S.C. S 44lb, a provision of the Act,
and instituted an investigation of this matter.

After considering all the evidence available to the Commission,
the Office of General Counsel is prepared to recommend thdt the
Commission find no probable cause to believe that a violation
has occurred. The Commission may or may not approve the General
Counsel 's Recommendation.

Submitted for yur review is a brief stating the position of
the General Counsel on the legal and factual issues of the case.
Within fifteen days of your receipt of this notice, you may file
with the Secretary of the Commission a brief (10 copies if possible)
stating your position on the issues and replying to the brief of
the General Counsel. Three copies of such brief should also be
forwarded to the Office of General Counsel, if possible. The
General Counsel's brief and any brief which you may submit will
be considered by the Commission before proceeding to a vote of
no probable cause to believe a violation has occurred.

Should you have any questions, please contact William Taylor
at (202) 523-4000.

C ar es N.Stee
General Counsel

Enclosure
Brief



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
MUR 1180

American Medical )
Laboratories, Inc.

GENERAL COUNSEL'S BRIEF

I. Statement of Facts

This matter was referred to the Office of General Counsel by

the Audit Division and is based on an audit of the Republican

National Committee ("RNC") covering the period of January 1, 1976

through March 31, 1979.

C According to the records of the RNC, American Medical

Laboratories, Inc. ("American Medical") purchased in October of

1978 two "disc pacs with controller" from the RNC for $11,000.

American .Medical and the RNC contend that these disc pacs were part

of a Microdata Reality computer system purchased by the RNC from

Datatel, Inc. ("Datatel") in 1976. In 1978, as the information

storage needs of the RNC increased, the RNC purchased a 150 megabyte

disc pac, which substantially increased RNC's information storage

capability. According to American Medical and Datatel, a 150

megabyte disc pac cannot be used in conjunction with a 10 megabyte

disc pac. Thus, the RNC had no further use for the equipment in

question.

II. Legal Analysis

The issue raised by the facts presented in this transaction is

basically: what can a national political party, as defined by

2 U.S.C. S 431(14), that is vested with the capacity of continued

existence, do with excess or obsolete equipment without violating
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s 441b(b)(2) of the Act? The Commission has addressed the issue of

the disposal of excess and obsolete equipment on two prior occasions

in Commission Advisory Opinions 1979-24 and 1979-76. The former

opinion was given by the Commission to Mr. Ronald Hemn, an

unsuccessful candidate for Congress in 1978, who in addition to

maintaining an ongoing campaign committee under the Act, also maintained

an active state campaign committee that under applicable state

law could receive corporate contributions. Mr. Hemn asked the

Commission if his congressional committee could sell excess house

signs and a typewriter to his state political committee, which

Chad co-mingled,corporte and labor monies, or to a state-registered

political action committee, which otherwise did not qualify under

federal law for Contributions to a federal campaign. The

SCommission answered that a non-qualified PAC or the state political

'~committee could purchase the excess campaign equipment, the house

C', signs, and typewriter from Mr. Hein's federal committee so long

7:as the price paid for the excess equipment is no greater than the

usual and normal charge of those specific materials. The later

Advisory Opinion, 1979-76, was issued by the Commission at the

request of Mr. Richard B. Dingman, Treasurer of the RSC Campaign

Fund ("RSC"). Mr. Dingman sought to determine whether RSC could

sell a book, which it intended to publish, to individuals for a

profit and to corporations, not at a profit, but to recover its

costs, if RSC should be unable to find sufficient individual

purchasers of its book. The Commission determined that when
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aperson transmits money to a political committee -any portion

of which is available to be spent for the purpose of influencing

a federal election - that person has made a contribution in the

full amount of the funds transmitted, regardless of whether

RSC made or did not make a profit on the transaction. The

Commission then went on to distinguish the situation presented

by RSC's request and the situation presented in Advisory

opinion 1979-24, mentioned supra,. The Commission did so by

holding that AO 1979-24 presented a factual situation where the

campaign equipment was originally purchased for and used during the

campaign by the campaign committee and, when sold, the proceeds

C-) were applied to satisfy the debts of the committee so that it

could terminate.

The facts relating to this situation - the sale of computer

equipment by the RNC to American Medical Laboratories - are

similar to the facts before the Commission in Advisory Opinion

1979-24. The campaign committee of Mr. Hemn had excess campaign

C, equipment - house signs and a typewriter - to sell. In the

instant case, the RNC had excess computer equipment to sell,

which the evidence indicates it sold to American Medical at

fair market value. Where the instant case differs from the

situation presented to the Commission in Advisory Opinion 1979-24

is in one important area, and that is that the RNC, unlike the

Hemn's comhmittee, was not selling its excess equipment to pay

off its debts and then terminate.
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A principal campaign committee of a candidate, by its very

nature, contemplates becoming inactive and eventually terminating,

either by the candidate deciding to terminate and forming a new

political committee or by simply terminating. Except for

reporting requirements, pursuant to Section 104.11 of the

regulations (11 CFR 104.11), its principal function ceases

upon the death or the political inactivity of the candidate.

On the other hand, a party committee of a national party, like

the Republican Party, has a function quite different from the

function of a principal campaign committee, for it is established,

not for the purposes of electing one individual to political

office, but for the purpose of promoting the aims of the Republican

Party, which includes the election of Republicans to public office.

Unlike a principal campaign committee, a party committee of a

national party, such as the RNC, does not by its very nature

contemplate becoming inactive and, unlike a candidate, a national

party is vested with the capacity for indefinite existence.

Moreover, because of this capacity for indefinite existence,

it is highly unlikely that the RNC will terminate in the near

future. Nonetheless, it is highly probable that a party committee

of a national party will have obsolete equipment or supplies

that, though no longer of use to it, will have some fair market

value.

In addition to the fact that the 10 megabyte disc pacs

were inadequate for the increased needs of the RNC and incapable
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of being integrated into the new computer system, it is self-

evident that by the very nature of the equipment sold, it was not

being sold as a fundraising device. Unlike a book, a jacket, a hat,

or any of the items traditionally sold by political committees for

the purpose of raising funds, computer equipment is not something

that is purchased by a committee solely for the purpose of reselling

it to a third party at a profit or to induce a contribution from a

third party. Computer equipment is, however, that type of equipment

that is originally purchased for and used by a party committee of a

r~national party - The Republican Party. See Advisory Opinion 1976- 76.

For the reasons mentioned above, it is the opinion of the

office of General Counsel that the sale of excess computer equipment,

by the RNC and receipt of corporate monies from American Medical

Laboratories, Inc., should not be considered as a corporate

contribution in contravention of S 441b of the Act.

_N III. Recommendation

The Office of General Counsel recommends, for the above-

mentioned reasons, that the Commission find no Probable Cause that

American Medical Laboratories, Inc. violated 2 U.S.C. S 441b by

making a contribution to the Republican nal Co "ttee.

Date Chh-e N. Seele
General Counsel



FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

S YESJanuary 28, 1982

Justin D. Simo~n, Esq.
2101 L Street , N.W.
Washington,, D.C. 20037

RE: MUR 1180

Dear Mr. Simron:

Based on information ascertained in the normal course of
carrying out its supervisory responsibilities, the Federal Election
Commnission, on December 2, 1980, found reason to believe that your
client had violated 2 U.S.C. S 441b, a provision of the Act, and
instituted an investigation of this matter.

0 After considering all-the evidence available to the Commnission,
the Office of General Counsel is prepared to recommnend that the
Ccommission find no probable cause to believe that a violation has
occurred.* The Commriss ion may or may not approve the General

f, Counsel's Recommnendat ion.

Submnitted for your review is a brief stating the position of
the General Counsel on the legal and factual issues of the case.
Within fifteen days of your receipt of this notice, you may file with
the Secretary of the Ccsirission a brief (10 copies if possible)
stating your position on the issues and replying to the brief of
the General Counsel.* Three copies of such brief should also be
forwarded to the Office of General Counsel, if possible. The
General Counsel's brief and any brief which you may submit will
be considered by the Comimiss ion before proceeding to a vote of no
probable cause to believe a violation has occurred.

Should you have any questions, please contact William Taylor
at (202) 523-4000.

General Counsel

Enclosure
Brief
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
MUR 1180

National Direct Mail )
Services, Inc. )

GENERAL COUNSEL'S BRIEF

I. Statement of Facts

This matter was referred to the Office of General Counsel by

the Audit Division and is based on an audit of the Republican

National Committee ("RNC") covering the period of January 1, 1976

through March 31, 1979.

According to records of the RNC, National Direct Mail

Services, Inc. ("National Direct Mail") purchased in 1977 and 1978

100,000 envelopes for $680.00. Both the RNC and National Direct

Mail contend that the type of envelope purchased, blanks # 7.3/4

with wihdows, were the type of envelopes used by National Direct

Mail in the normal course of carrying out its business - direct

mailing. Furthermore, the RNC had no longer a need or a use for the

envelopes in question; thus, they became excess supplies that could

be sold or thrown out.

II. Legal Analysis

The issue raised by the facts presented in this transaction is

basically: what can a national political party, as defined by

2 U.S.C. § 431(14), that is vested with the capacity of continued

existence, do with excess or obsolete equipment without violating

S 441b(2) of the Act? The Commission has addressed the issue of

the disposal of excess and obsolete equipment on two prior

occasions in Commission Advisory Opinions 1979-24 and 1979-76.
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The former opinion was given by the Commission to Mr. Ronald Hemj

an unsuccessful candidate for Congress in 1978, who in addition

to maintaining an open campaign committee under the Act, also

maintained an active state campaign committee that under applicable

state law could receive corporate contributions. Mr. Hemn asked

the Commission if his congressional committee could sell excess

house signs and a typewriter to his state political committee,

which had co-mingled corporate and labor monies, or to a state-

registered political action committee, which otherwise did not

qualify under federal law for contributions to a federal campaign.

The Commission answered that a non-qualified PAC or the state

0 political committee could purchase the excess campaign equipment,

the house signs, and a typewriter from Mr. Hemn's federal

committee so long as the price paid for the excess equipment is

no greater than the usual and normal charge of those specific

materials. The latter Advisory Opinion, 1979-76, was issued

by the Commission at the request of Mr. Richard B. Dingman,

Treasurer of the RSC Campaign Fund ("RSC"). Mr. Dingman sought

to determine whether RSC could sell a book, which it intended to

publish, to individuals for a profit and to corporations, not at

a profit, but to recover its costs, if RSC should be unable to

find sufficient individual purchasers of its book. The

Commission determined that a when a person transmits money to

a political committee - any portion of which is available to be

spent for the purpose of influencing a federal election - that
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person has made a contribution in the full amount of the funds

transmitted, regardless of whether RSC made or did not make a

profit on the transaction. The Commission then went on to

distinguish the situation presented by RSC's request and the

s ituation presented in Advisory Opinion 1979-24, mentioned supra.

The Commission did so by holding that AO 1979-24 presented a

factual situation where the campaign equipment was originally

purchased for and used during the campaign by the campaign committee

and, when sold, the proceeds were applied to satisfy the debts

of the committee so that it could terminate.

The facts relating to this situation - the sale of computer

equipment by the RNC to American Medical Laboratories - are

similar to the facts before the Commission in Advisory Opinion

1979-24. The campaign committee of Mr. Hemn had excess campaign

equipment - house signs and a typewriter - to sell. In the

instant case, the RNC had excess computer equipment to sell,

which the evidence indicates it sold to American Medical at fair

market value. Where the instant case differs from the situation

presented to the Commission in Advisory Opinion 1979-24 is in one

important area, and that is that the RNC, unlike the Hemn's

committee, was not selling its excess equipment to pay off its

debts and then terminate.

A principal campaign committee of a candidate by its very

nature contemplates becoming inactive and eventually terminating,

either by the candidate deciding to terminate and forming a new
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political committee, or by simply terminating. Except for reporting

requirements, pursuant to Section 104.11 of the regulations

(11 CFR 104.11), its principal function ceases upon the death or

the political inactivity of the candidate. On the other hand,

a party committee of a national party, like the Republican Party,

has a function quite different from the function of a principal

campaign committee, for it is established, not for the purposes

of electing one individual to political office, but for the

purpose of promoting the aims of the Republican Party, which

includes the election of Republicans to public office. Unlike

a principal campaign committee, a party committee of a national

party, such as the RNC, does not by its very nature contemplate

becoming inactive and, unlike a candidate, a national party is

vested with the capacity for indefinite existence. Moreover,
I.

because of this capacity for indefinite existence, it is highly

unlikely that the RNC will terminate in the near future. None-

theless, it is highly probable that a party committee of a national

party will have obsolete equipment or supplies that, though no

longer of use to it, will have some fair market value.

In addition to the fact that the envelopes in question were

of no use to the RNC, it is self-evident that by the very nature

of the goods sold, they were not being sold as a fundraising

device. Unlike a book, a jacket, a hat, or any of the items

traditionally sold by political committees for the purpose of

raising funds, envelopes are not something that are purchased
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by a committee solely for the purpose of reselling it to a third

party at a profit or to induce a contribution from a third party.

Envelopes are, however, that type of goods that are originally

purchased for and used by a party committee, such as the RNC, in

carrying out its function as the party committee of a n ational

party - The Republican Party. See Advisory Opinion 1976-76.

For the reasons mentioned above, it is the opinion of the

office of General Counsel that the sale of excess envelopes by the

RNC and receipt of corporate monies from National Direct Mail

Services, Inc. should not be considered as a corporate contribution
C,)

in contravention of S 441b of the Act.

* III. Recommendation

The Office of General Counsel recommends, for the above-

mentioned reasons, that the Commission find no Probable Cause that

National Direct Mail Services, Inc. violated 2 U.S.C. S 441b by

making a contribution to the Republican i al Committee.

Dae ek C h are 9 ?S te ele 'pI
General Counsel
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FEDERAL ELECTION COMMISSION
WASHINGTON. D.C. 20463

January 28, 1982

William H. Schweitzer
818 Connecticut Avenue, N.W.
Washington, D.C. 20006

RE: MUR 1180

Dear Mr. Schweitzer:

Based on information ascertained in the normal course of
carrying out its supervisory responsibilities, the Federal Election
Commission, on December 2, 1980, found reason to believe that
your client had violated 2 U.S.C. S 441b, a provision of the
Act, and instituted an investigation of this matter.

After considering all the evidence available to the Commission,
the Office of General Counsel is prepared to reccmmend that the
Commission find no probable cause to believe that a violation has
occurred. The Commission may or may not approve the General
Counsel's Recommendation.

Submitted for your review is a brief stating the position of
the General Counsel on the legal and factual issues of the case.
Within fifteen days of your receipt of this notice, you may file
with the Secretary of the Commission a brief (10 copies if possible)
stating your position on the issues and replying to the brief of
the General Counsel. Three copies of such brief should also be
forwarded to the Office of General Counsel, if possible. The
General Counsel's brief and any brief which you may submit will be
considered by the Caomission before proceeding to a vote of no
probable cause to believe a violation has occurred.

Should you have any questions, please contact William Taylor
at (202) 523-4000.

Sincer / .

C arles N. e
General Counsel

Enclosure
Brief
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
) MUR 1180

Civic Services, Inc. )

GENERAL COUNSEL'S BRIEF

I. Statement of Facts

This matter was referred to the Office of General Counsel by

the Audit Division and is based on an audit of the Republican

National Committee ("RNC") covering the period of January 1, 1976

through March 31, 1979.

According to the records of the RNC, Civic Services, Inc.

(Civic Services), a nationwide polling firm, located in St. Louis,

Missouri, purchased 900 precinct lists for a fee of $1,500. Civic

m Services contends that these precinct lists were needed by it for

the purpdse of conducting a nationwide poll and that the RNC was

the only source of this information willing to sell these lists to

Civic Services.

II. Legal Analysis

The receipt of funds by the RNC from Civic Services raises the

specific issue of the applicability of 2 U.S.C. S 441b(a) which

provides:

It is unlawful for any . . . corporation
whatever . . .to make a contribution or
expenditure in connection with any election
to . . . [Federal] office.

The term "contribution or expenditure" is defined in 2 U.S.C.

S 441b to include:



*..any direct or indirect payment, distribution,
loan, advance, or gift of money or any services or
anything of value . . . to any candidate, campaign
committee, or political party or organization,
in connection with any election to . . . (Federal
office].

The Commission has previously stated that the mere fact a

person receives something of value in return does not in and of

itself render a payment made to a political committee a commercial

sale rather than a political contribution. Moreover, even if the

primary purpose of the RNC in selling the goods and services in

question is cost recovery or loss reduction, the amount of the

payment by the purchaser still results in a contribution to the

RNC, since the RNC is receiving funds that will be available for

its political purpose. (See Advisory Opinions 1979-76, 1979-17,

1978-46, 1975-15).

According to evidence recently forwarded by Civic Services

C,~ and the RNC, these lists were part of an RNC computer program

Sof the approximately 180,000 precincts in the country. From this

program of 180,000 precincts, 900 precincts were selected at

random, and the pertinent information of each precinct drawn from

the computer base. Civic Services states that these precinct

lists were needed by it for the purposes of conducting a nation-

wide poll and that the RNC was the only source of this information

willing to sell these lists to Civic Services.

As a result of the additional information mentioned, supra,

it appears that these precinct lists were purchased for fair market

value by Civic Services in the ordinary course of carrying out
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its business - polling. These lists were not created by the RNC

for fundraising purposes, but were created in the normal course of

RNC's business, which would include keeping a record by precinct of

all votes in the country, and primarily for its own use. Like the

Bailey-Deardourff sale, this transaction appears to be that type of

commercial transaction permitted by the Commission in Advisory

opinions 1979-18 and 1979-24.

III. Recommendation

The Office of General Counsel recommends, for the above-

mentioned reasons, that the Commission find no Probable Cause that

Civic Services violated 2 U.S.C. S 441b by making a contribution to

the Republican National Committee.

'- Date Char es
General Counsel



f FEDERAL ELECTION COMMISSION
WASHINGTON. D.C. 20463

January 28, 1982
David M. Davenport, Esq.
611 McLean Office Center
6845 Elm Street
McLean, Virginia 22101

RE: MUR 1180

Dear Mr. Davenport:

Based on information ascertained in the normal course of
carrying out its supervisory responsibilities, the Federal Election
Commission, on December 2, 1980, found reason to believe that
your client had violated 2 U.S.C. S 441b, and instituted an
investigation in this matter.

After considering all the evidence available to the Commission,
the Office of General Counsel is prepared to recommend that the

's Commission find probable cause to believe that a violation has
occurred.

Submitted for your 'review is a brief stating the position
of the General Counsel on the legal and factual issues of the
case. Within fifteen days of your receipt of this notice, you
may file with the Secretary of the Commission a brief (10 copies
if possible) stating your position on the issues and replying
to the brief of the General Counsel. (Three copies of such

S brief should also be forwarded to the Office of General Counsel,
Sif possible). The General Counsel's- brief and any brief which

you may submit will be considered by the Commission before
proceeding to a vote of probable cause to believe a violation
has occurred.

If you are unable to file a responsive brief within fifteen
days, you may submit a written request to the Commission for an
extension of time in which to file a brief. The Commission will
not grant any extensions beyond twenty days.
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A finding of probable cause to believe requires that the
Office of General Counsel attempt for a period of not less than
thirty, but not more than ninety days to settle this matter
through a conciliation agreement.

Should you have any questions, please contact William Taylor
at (202) 523-4000.

General Counsel

Enclosure
Brief

F% .'
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
MUR 1180

Datatel, Inc.

GENERAL COUNSEL'S BRIEF

I. Statement of Facts

This matter was referred to the Office of General Counsel by

the Audit Division and is based on an audit of the Republican

National Committee ("RNC") covering the period of January 1, 1976

through March 31, 1979.

According to the records of the RNC, Datatel, Inc. purchased

in 1977 and 1978 computer time from the RNC for $6,521.50. The RNC

has stated that, at the time, it leased, as part of its operations,

a large, sophisticated computer facility that it has on occasion

offered, for a fee, computer time to Datatel. Datatel contends

that it had a very unique relationship with the RNC in that it

owned the computer equipment in question, and that it leased this

equipment to the RNC, who in turn sold computer time to Datatel

when the computer time was available and Datatel had a need for this

time. Datatel had not substantiated, however, this contention and

thus it is the opinion of the Office of General Counsel that until

datatel can substantiate its contention that this transaction should

be treated as a sale of computer time by the RNC to datatel.

II. Legal Analysis

The sale of computer time by the RNC to a vendor is basically

the leasing of the RNC's computer equipment for a specific period of

time. Unlike a computer program of all the registered voters
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in a county or a computer program that selects at random 900

precincts through the country,, the sale of computer time is not

the sale of something created by the RNC in the normal course of

carrying out its business and is not something created primarily

for RNC's own use. The RNC is in the business of politics, and

this business would call upon the RNC to keep a record of all

public officials in the country, to compile lists of all the

registered voters in each political unit throughout the country,

and to compile lists of all the registered Republican voters in

each of these political units. The RNC is not, however, in the

business of selling computer time; its computer equipment is

something it purchased from a company that was in the business of

selling computer equipment and is not something created by the RNC

in the ordinary course of carrying out its business.

The sale of computer time by the RNC cannot be analogized to

the sale of excess or obsolete equipment or supplies. Though the

RNC in selling computer time was selling the use of its equipment

at a time when it was not using this equipment, there is no

permanent transfer of ownership of the computer equipment by the

RNC to a vendor. The vendor merely obtains the right to use the

computer equipment for a period of time.

Because the RNC received corporate funds from Datatel that

could be used for the purposes of influencing a federal election,

and because the sale of computer time is not the sale of something

created by the RNC in the normal course of carrying out its business
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or is the sale of obsolete equipment, it is the opinion of the

Office of General Counsel that the receipt of funds by the RNC from

Datatel, a corporation, is in contravention of S 441b of the Act,

regardless of whether the RNC did or did not make a profit on the

transaction. See Advisory Opinions 1975-15 and 1979-76. Should

Datatel be able, however, to substantiate its contention that it was

merely buying computer time on a computer it leased the RNC, then

in the opinion of the Office of General Counsel, this transaction

would be basically a modification of the original terms of the

leasing contract between the RNC and Datatel, and would not result

in a corporate contribution being made by Datatel or received by the

RNC.

III. Recommendation

The Office of General Counsel recommends, for the above-

mentioned reasons, that the Commission find Probable Cause that

Datatel, Inc. violated 2 U.S.C. S 441b by making a contribution to

the Republican National Committee.

Date Chaes N. Steele
General Counsel



FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

January 28, 1982

Mr. Jay Bruce Mackey
Envelopes Unlimited, Inc.
649 North Home Lane
Rockville, Maryland 20850

RE: MUR 1180

Dear Mr. Mackey:

Based on information ascertained in the normal course of
carrying out its supervisory responsibilities, the Federal Election

ro Commission, on December 2, 1980, found reason to believe that
your company violated 2 U.S.C. S 441b, and instituted an

- investigation in this matter.

After considering all the evidence available to the Commission,
the Office of General Counsel is prepared to recommend that the
Commission find probable cause to believe that a violation has

,~occurred.

Submitted for your review is a brief stating the position
of the General Counsel on the legal and factual issues of the

7* case. Within fifteen days of your receipt of this notice, you
may file with the Secretary of the Commission a brief (10 copies
if possible) stating your position on the issues and replying
to the brief of the General Counsel. (Three copies of such
brief should also be forwarded to the Office of General Counsel,
if possible). The General Counsel's brief and any brief which
you may submit will be considered by the Commission before
proceeding to a vote of probable cause to believe a violation
has occurred.

If you are unable to file a responsive brief within fifteen
days, you may submit a written request to the Commission for
an extension of time in which to file a brief. The Commission
will not grant any extensions beyond twenty days.
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A finding of probable cause to believe requires that the
office of General Counsel attempt for a period of not less than
thirty, but not more than ninety days to settle this matter
through a conciliation agreement.

Should you have any questions, please contact William Taylor
at (202) 523-4000.

General Counsel

Enclosure
Brief



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
MUR 1180

Envelopes Unlimited, Inc. )

GENERAL COUNSEL'S BRIEF

I. Statement of Facts

This matter was referred to the Office of General Counsel by

the Audit Division and is based on an audit of the Republican

National Committee ("RNC") covering the period of January 1, 1976

through March 31, 1979.

According to records of the RNC, Envelopes Unlimited

purchased, in June of 1976, computer time from theRNC for $812.50.

The RNC contends that it owns, as part of its operations, a large,

sophisticated computer facility. On occasions when the RNC and

' other Republican organizations are not using the computer facilities

to its fullest extent, the RNC offered (and apparently offers) the
r%

use of its facilities for a fee "no greater than the usual and

normal charge."

fN III. Legal Analysis

It. The sale of computer time by the RNC to Envelopes Unlimited

is basically the leasing of the RNC's computer equipment for a

specific period of time. Unlike a computer program of all the

registered voters in a county or a computer program that selects

at random 900 precincts throughout the country, the sale of

computer time is not the sale of something created by the RNC in

the normal course of carrying out its business and is not
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something created primarily for RNC's own use. The RNC is in the

business of politics, and this business would call upon the RNC

to keep a record of all public officials in the country, to

compile lists of all the registered voters in each political unit

throughout the country, and to compile lists of all the registered

Republican voters in each of these political units. The RNC

is not, however, in the business of selling computer time; its

computer equipment is something it purchased from a company that

was in the business of selling computer equipment and is not

something created by the RNC in the ordinary course of carrying

out its business.

The sale of computer time by the RNC cannot be analogized

to the sale of excess or obsolete equipment or supplies. Though

the RNC, in selling computer time, was selling the use of its

equipment at a time when it was not using this equipment, there

-1 is no permanent transfer of ownership of the computer equipment by

17 the RNC to Envelopes Unlimited, as there was in the sale of the

computer disc packs. Envelopes Unlimited merely obtains the

right to use the computer equipment for a period of time.

Because the RNC received corporate funds from Envelopes

Unlimited, that could be used for the purposes of influencing a

federal election, and because the sale of computer time is riot

the sale of something created by the RNC in the normal course

of carrying out its business or is the sale of obsolete equipment,

it is the opinion of the Office of General Counsel that the receipt
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of funds by the RNC from Envelopes Unlimited, a corporation,, is

in contravention of S 441b of the Act, regardless of whether the

RNC did or did not make a profit on the transaction. See Advisory

opinions 1975-15 and 1979-76.'

III. Recommendation

The Office of General Counsel recommends, for the above-

mentioned reasons, that the Commission find Probable Cause that

-Envelopes Unlimited, Inc. violated 2 U.S.C. S441b by making a

contribution to the Republican National C t tee.

Date Charles N. Steele
General Counsel



FEDERAL ELECTION COMMISSION
~WI7 I)) WASHINGTON, D.C. 20463

January 28, 1982
Douglas L. Bailey
Bailey, Deardourff and Associates, Inc.
McLean, Virginia 22101

RE: MUR 1180

Dear Mr. Bailey:

Based on information ascertained in the normal course of
carrying out its supervisory responsibilities, the Federal Election
Commission, on December 2, 1980, found reason to believe that
your client had violated 2 U.S.C. S 441b, a provision of the Act,
and instituted an investigation of this matter.

'Oki After considering all the evidence available to the Commission,
the Office of General Counsel is prepared to recommend that the

S Commission find no probable cause to believe that a violation has
occurred. The Commission may or may not approve the General
Counsel's Recommendation.

Submitted for your review is a brief stating the position
of the General Counsel on the legal and factual issues of the
case. Within fifteen days of your receipt of this notice, you may
file with the Secretary of the Commission a brief (10 copies if
possible) stating your position on the issues and replying to the
brief of the General Counsel. Three copies of such brief should
also be forwarded to the Office of General Counsel, if possible.
The General Counsel's brief and any brief which you may submit

~' will be considered by the Commission before proceeding to a vote
of no probable cause to believe a violation has occurred.

Should you have any questions, please contact William Taylor
at (202) 523-4000.

since

es1IN. Steele
General Counsel

Enclosure
Brief
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
MUR 1180

Bailey-Deardourff and
Associates, Inc. )

GENERAL COUNSEL'S BRIEF

I. Statement of Facts

This matter was referred to the Office of General Counsel by

the Audit Division and is based on an audit of the Republican

National Committee ("RNC") covering the period of January 1, 1976

through March 31, 1979.

According to the records of the RNC, Bailey-Deardourff and

Associates, Inc. ("Bailey-Deardourff") purchased from the RNC

computerized precinct voter analysis lists ("PIP lists") for

$750.00.

II. Legal Analysis

The receipt of funds by the RNC from Bailey-Deardourff raises

the specific issue of the applicability of 2 U.S.C. S 441b(a) which

provides:

It is unlawful for any . . . corporation
whatever . . .to make a contribution or
expenditure in connection with any election
to . . . [Federal] office.

The term "contribution or expenditure" is defined in 2 U.S.C.

S 441b to include:

S. .any direct or indirect payment,
distribution, loan, advance, or gift of money
or any services or anything of value . . . to
any candidate, campaign committee, or political
party or organization, in connection with any
election to . . . [Federal] office.
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The Commission has previously stated that the mere fact a

person receives something of value in return does not in and of

itself render a payment made to a political committee a commercial

sale rather than a political contribution. Moreover, even

if the primary purpose of the RNC in selling the goods and services

in question is cost recovery or loss reduction, the amount of the

payment by the purchaser still results in a contribution to the

RNC, since the RNC is receiving funds that will be available for

its political purpose. (See Advisory Opinions 1979-76, 1979-17,

1978-46, 1975-15).

As a result of the additional evidence presented by both

the RNC and Bailey-Deardourff, the Office of General Counsel is

of the opinion that the arms length commercial transaction entered

into between the RNC and Bailey Deardourff is within the category

of commercial activity previously permitted by the Commission in

Advisory Opinion 1979-18 and in Advisory Opinion 1979-76. A PIP

list is an asset created by the RNC in the normal course of its

operations, which includes the analyzing of the basic political

unit, namely, the precinct, and is developed, nor for fundraising

purposes, but primarily for the RNC's own use.

III. Recommendation

The Office of General Counsel recommends, for the above-

mentioned reasons, that the Commission find no Probable Cause that
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Bailey-Deardourff violated 2 U.S.C. S 441b by making a contribution

to the Republican National Committe*

Date Charle
General Counsel

C-,



FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

S January 28, 1982

Robert P. Visser, Esq.
Peabody, Rivlin, Lambert and Meyers
1150 Connecticut Avenue, N.W.
Washington, D.C. 20036

RE: MUR 1180

Dear Mr. Visser:

Based on information ascertained in the normal course of
carrying out its supervisory responsibilities, the Federal Election
Commission, on December 2, 1980, found reason to believe that
your client had violated 2 U.S.C. S 441b, a provision of the Act,

N and instituted an investigation of this matter.

NAfter considering all the evidence available to the Commission,

the Office of General Counsel is prepared to recommend that the
Commission find no probable cause to believe that a violation

- has occurred. The Commission may or may not approve the General
Counsel's Recommendation.

Submitted for your review is a brief stating the position of
the General Counsel on the legal and factual issues of the case.
Within fifteen days of your receipt of this notice, you may file
with the Secretary of the Commission a brief (10 copies if possible)
stating your position on the issues and replying to the brief of
the General Counsel. Three copies of such brief should also be

c forwarded to the Office of General Counsel, if possible. The
.General Counsel's brief and any brief which you may submit will
be considered by the Commission before proceeding to a vote of
no probable cause to believe a violation has occurred.

Should you have any questions, please contact William Taylor
at (202) 523-4000.

Si on e'0

Charles N. teele
General Counsel

Enclosure
Brief



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of)
MUR 1180

Market Opinions Research, )
Inc.

GENERAL COUNSEL'S BRIEF

I. Statement of Facts

This matter was referred to the Office of General Counsel by

the Audit Division and is based on an audit of the Republican

National Committee ("RNC") covering the period of January 1,, 1976

through March 31, 1979.

C". According to the records of the RNC, Market Opinions Research,

Inc. ("Market Opinions") purchased for $800.00 a sample list of

voters. Market Opinions and the RNC contend that the list in

question was a sample list of registered Republicans for 28

California counties that Market Opinions used for the purposes of

conducting a study of registered Republicans in the state of

California for a client. Moreover, both the RNC and Market

Opinions contend that this list had been developed by the RNC in

the normal course of its operations and had been compiled primarily

for its own use.

II. Legal Analysis

It appears that the commercial transaction entered into

between the RNC and Market Opinions is within the category of

commercial activity previously permitted by the Commission in

Advisory Opinions 1979-18 and 1979-76. The sample lists in question

sold by the RNC are that type of list that a major political
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party would compile and maintain, namely, county lists of all

registered members of the party. It is a list that the RNC would

compile and maintain in the normal course of its business and would

not be produced for the purpose of being sold to raise campaign

funds. It is the type of list that a polling firm retained by a

Republican gubernatorial candidate would need to conduct its

business of polling Republican voters. Moreover, there is no

evidence to indicate that the price charged by the RNC was other

than fair market value. Thus, it is the opinion of the Office of

General Counsel that given the additional information recently

supplied to us, this transaction is within the category of

permissible commercial activity.

III. Recommendation

The Office of General Counsel recommends, for the above-

mentioned reasons, that the Commission find no Probable Cause that

Market Opinions Research, Inc. violated 2 U.S.C. S 441b by making a

contribution to the Republican-National e.

Date Ch es N teele
General Counsel



"b FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

January 28, 1982

E. Mark Braden, Esq.
Republican National Committee
310 First Street, S.E.
Washington, D.C. 20003

RE: MUR 1180

Dear Mr. Braden:

Based on information ascertained in the normal course of

carrying out its supervisory responsibilities, the Federal Election

Commission, on December 2, 1980, found reason to believe that

your client had violated 2 U.S.C. S 441b, 2 U.S.C. S 434(b)(2),

2 U.S.C. S 434(b)(3) and 2 U.S.C. S 441a(d), and instituted
an investigation in this matter.

After considering all the evidence available to the Commission,

the Office of General Counsel is prepared to recommend that the

Commission find probable cause to believe that a violation has

occurred.

Submitted for your review is a brief stating the position

of the General Counsel on the legal and factual issues of the

case. Within fifteen days of your receipt of this notice, you

may file with the Secretary of the Commission a brief (10 copies

if possible) stating your position on the issues and replying

to the brief of the General Counsel. (Three copies of such

brief should also be forwarded to the Office of General Counsel,
if possible). The General Counsel's brief and any brief which

you may submit will be considered by the Commission before
proceeding to a vote of probable cause to believe a violation

has occurred.

If you are unable to file a responsive brief within fifteen

days, you may submit a written request to the Commission for an

extension of time in which to file a brief. The Commission will

not grant any extensions beyond twenty days.
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A finding of probable cause to believe requires that the
office of General Counsel attempt for a period of not less than
thirty, but not more than ninety days to settle this matter
through a conciliation agreement.

Should you have any questions, please contact William Taylor
at (202) 523-4000.

Charles N. Steele
General Counsel

Enclosure
Brief



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of)
MUR 1180

The Republican National)
Committee)

GENERAL COUNSEL'S BRIEF

Statement of Facts

This matter was referred to the Office of General Counsel by

the Audit Division and is based on an audit of the Republican

National Committee ("RNC"I) covering the period of January 1, 1976

through March 31, 1979.

r." On October 27, 1976, the RNC deposited in its operating

account a check for $20,000 from the Franklin Mint Corporation

(See attachment I), and in July of 1979 deposited in its operating

account another check for $8,705.00, both from the Franklin Mint

Corporation. I/ When-the Audit staff inquired about the first

check, the committee explained that it was a royalty payment

resulting from an agreement entered into during August of 1976

with the Franklin Mint Corporation ("the Corporation") for the use

of the Republican party's campaign symbol; the RNC provided the

Audit staff with a copy of the agreement (See attachment II),

which contains the following terms:

a) The Corporation would offer for sale gold and silver

medals in four different forms, all of which would bear

a reproduction of the Republican Presidential and Vice-

Presidential candidates on the obverse and the party's

1The second check was received after the audit had been
conducted.
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campaign symbol on the reverse.

b) The Corporation would offer the medals for sale to the

general public and to its established collectors commencing

in September of 1976 by means of direct mail and publication

advertising with a closing date for acceptance of orders of

November 2, 1976.

c) The Corporation would spend an aggregate of $100,000 for

publication advertising of the Republican and Democratic

Presidential campaign medals. 2/ Any increase in this

advertising budget would be subject to the Committee's

approval.

ale)d) The RNC would agree to designate the medals as the official

Presidential Campaign Medals of the Republican National

Committee and would authorize the Corporation to make

reference to this designation in its advertising materials.

e) In consideration of the RNC's agreement, the Corporation would:

1) Pay the RNC royalty of .15% of the net sales of the

Campaign Medals with a minimum guaranteed royalty of

$30,000.

2) Provide to the RNC at no charge a quantity of medals

with a retail value of $5,000. 3/

2/ On approximately the same date, the Corporation entered into an
identical agreement with the Democratic National Committee.

3/ The RNC was uncertain whether the $5,000 worth of medals had ever
benreceived, and the audit staff found no indication in the RNC's

records that the medals were received.
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f) The RNC would grant the corporation the exclusive right to

mint and/or sell the Official 1976 Presidential Campaign

Medals of the Republican National Committee, and would

further provide for certifications to the media concerning

the corporation's advertising of the medals as required

under applicable Federal law.

g) The RNC agreed to the Corporation's proposal but reserved

the right to have prior approval of the design.

On June 22, 1976 and on October 23, 1976, the committee deposited

in its operating account two checks in the amounts of $1,050.25 and

$2,145.50 received from Acropolis Books, Ltd. (Acropolis). The RNC

reported the checks as "refund/rebates" and not as a contribution.

When the audit staff inquired about the checks; the RNC explained that

it was a royalty payment resulting from an agreement entered into on

August 25, 1975 for the sale of a book called THE REPUBLICAN HUMOR BOOK.

The RNC, the publisher and the authors of the book were all parties

to the agreement.

The RNC provided the audit staff with a copy of the agreement

(See attachment III), that contains the following pertinent terms:

g) The Publisher [Acropolis] agrees that the retail price of

this work will be Four Dollars and Ninety-Five Cents ($4.95)

and royalties will be paid to the Authors [Mr. Shabik and

Mr. Short] and the Committee [RNCI on the following

schedules:
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A. On the sales through the Republican National

Committee, a royalty upon all copies of the Work

sold and paid for in the exclusive territory in

Paragraph 1:

(iii) Two Dollars and Twenty-Five Cents ($2.25) per

book to the committee, as long as Stephen J. Shubik

[author] shall receive thirty (30) cents per book,

thereafter Two Dollars and Fifty-five Cents ($2.55)

per book to the committee;

B. On sale through the normal book trade distribution

channels a royalty upon all copies of the Work sold

and paid for in exclusive territory specified in

Paragraph 1:

(iii) One Dollar ($1.00) to the committee (RNC) and

One Dollar and Ten Cents ($1.10) after Stephen J.

Shubik [author] has recovered his expense.

From January of 1976 through March of 1979, the RNC deposited

into its operating account funds in the amount of $24,206.48 it

received from sixty-six corporations and one labor organization. The

most outstanding receipts are as follows:

a) Civic Services Incorporated: $1500 (precinct lists);

b) Datatel Inc.: $6,521.50 (computer time);

c) Envelopes Unlimited: $812.50 (computer services);
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d) National Direct Mail Service, Inc.: $680.00 (envelopes);

e) Market Opinion Research, Inc.: $800.00 (list sample);

f) Bailey Deardourff and Associates, Inc.: $750.00 (Pips

listings);

g) American Medical Laboratories, Inc.: $11,100.00 (disc parts

with controller).

For the 1976 Congressional election, the RNC set up approximately

800 telephone banks ("phone banks") throughout the country for the

purpose of identifying voters who would vote for certain selected

Republican candidates. In October of 1977, the RNC filed an amended

report listing the amounts it expended on each of the candidates it

selected for help. On behalf of one candidate for Congress, Mr.

David Serotkin, the RNC expended $14,890.00 pursuant to 2 U.S.C.

§44la(d) and in doing so exceeded the 1976 2 U.S.C. §441a(d)

limitations by $3,908.

Legal Analysis

I. Franklin Mint Royalty Payment

The Franklin Mint Corporation is a corporation duly organized under

the laws of the state of Delaware. See Franklin Mint Corporation v.

Franklin Mint, Ltd., 360 F. Supp. 478 (1973). Thus, the campaign

medals transaction raises the specific issue of the applicability of

2 U.S.C. §441b(a), which provides that:

It is unlawful for any . . . corporation whatever . . .

to make a contribution or expenditure in connection with
any election to . . . [Federal] office.
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The term "contribution or expenditure" is defined in 2 U.S.C.

S44lb to include:

L . . any direct or indirect payment, distribution, loan,
advance, or gift of money or any services or anything
of value . . . to any candidate, campaign committee, or
political party or organization, in connection with any
election to . . . [Federal office] . . .

Section 441b(b)(2) contains a narrow exception for loans made

by national or State banks in accordance with banking laws and in

the normal course of business. There is no other explicit statutory

exception from S441b(a) that would permit a political party organi-

zation to view payments from a corporation or national bank as

consideration for services rendered rather than as prohibited contri-

! butions.

The Commission in its regulations has recognized that funds of

a political committee could be invested and earn income. See

11 CFR §103.3(a). Similarly, the Commission has permitted the sale

or lease of a committee's contributor list (Advisory Opinion 1979-18)

and the sale of excess equipment and supplies acquired in the course

of the campaign (AO 1979-24), provided that corporate purchaser or

lessees pay the usual and normal charge for the goods or services sold

by the committee. See also 11 CFR §100.7(a)(1)(iii)(A) and (B).

The present transaction is, however, similar in many respects

to the proposed "credit card program" previously considered by the

Commission in Advisory Opinion 1979-17. In that opinion request,

the Commission considered several alternative plans under which the

Republican National Committee would provide the prestige of its name,
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the loyalty of its members, the endorsement of its leadership and the

use of its membership lists to several banks issuing credit cards

such as a VISA card. As a result, the issuing banks would be able

to expand their card holder base. In exchange, the banks would

provide the RNC with either (a) the exclusive use of the monthly

statement as a vehicle for mailing RNC educational/promotional

materials to RNC credit card holders, (b) a one-time payment for each

RNC card issued or account activated as a result of the solicitation,

or (c) a negotiated fee on a monthly basis representing a percentage

of either total card holder sales or the finance charge balance on

RNC credit card accounts. The opinion request described the trans-

action as a "bargain struck at arms length by the parties," with

benefits and consideration flowing back and forth between the parties

much the same as in any commercial relationship. However, the

Commission determined that the RNC proposal did not present the

possibility of characterizing the amounts received by the RNC and the

services rendered by the banks as bargained for consideration rather

than contributions from the banks in violation of 2 U.S.C. §441b.

Fundamental to the Commission' s conclusion that the plan would result

in a violation of the Act was its recognition of the distinction

between income that a political committee can produce using certain

types of tangible assets and,, "the use of a political organization's

good will and the reputation of its national leadership to promote a

commercial enterprise in exchange for a share of the income realized

or anticipated by the commercial enterprise." AO 1979-17, pp. 5 and b.
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In the present transaction, the RNC granted the corporation the

exclusive right to mint and market commemorative medals bearing the

likeness of the candidates as the RNC's campaign symbol and authorized

the corporation to make reference to the RNC's designation of the

medals as the "Official Presidential Campaign Medals of the

Republican National Committee" in advertising materials. In so doing,

the Committee, in essence, sold its good will and the reputation of

its national leadership to the corporation in exchange for a share

of the income realized or anticipated. As such, the payments made

by the corporation, as in the "credit card program," supra, cannot be

viewed simply as bargained for consideration but rather constitute

; contributions in violation of §441b of the Act.

Alternatively, the present transaction may be analyzed in light

of the Commission approach in Advisory Opinion 1976-50. In that

opinion, a corporation was authorized to produce and market a shirt

bearing the candidate's name. The corporation would pay all expenses

to produce and sell the shirts and would remit $1 of the $7.98 purchase

price as a political contribution by the purchaser to the candidate's

campaign. The Commission concluded that the proposed commercial

arrangement was prohibited by 2 U.S.C. §441b in that the corporation

was advancing funds to produce and market campaign materials with a

portion of the proceeds paid over to the candidate. In the present

transaction, the corporation produced the medals, spent $100,000 on

advertising the Republican National Committee and Democratic

National Committee medals, and utilized their list of established
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collectors, thereby advancing funds and contributing valuable

services to the Committee in violation of S44lb of the Act.

Finally, it should be noted that the narrow exception recognized

by the Commission in Advisory opinion 1978-46 is inapplicable to the

present transaction. In that opinion, the Commission, after analyzing

the question of whether amounts paid by corporate advertisers in

convention programs and publications of a political party could be

treated as commercial transactions, rather than political contributions,

Sthe Commission held that such proceeds were contributions and

Sprohibited under 2 U.S.C. §441b, although they could be placed in a

separate bank account of a non-federal political party committee for

use only in state and local elections if permitted by state law.

Here, the Committee deposited the two checks received from the

Corporation into its operating account, which the Committee used for

federal campaign purposes.

II. The Acropolis Books Ltd., _Royalty Payment

The RNC listed on its reports two checks in the amount of

$1,050.25 and $2,145.50 received from Acropolis Books Ltd., (Acropolis),

a corporation. These checks were received as part of an agreement

entered into between the R14C,, Acropolis, and the two authors of the

book on August 25, 1975, whereby the RNC would receive a royalty

payment for each copy sold of THE REPUBLICAN HUMOR BOOK.

In section I of the report, we analyzed that the Franklin Mint

royalty payments were a corporate contribution; that analysis fits
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the situation here. Moreover, the contract entered into by the RNC,

the authors of the book, and the publisher, Acropolis Books Ltd.,

specifically requires the publisher to pay the RNC a sum certain for

each copy of the book sold. The funds in question came directly from

Acropolis Ltd., a corporation, pursuant to an agreement among the

above-mentioned parties and not from the personal funds of either of the

authors of the book. Thus, it is the opinion of the Office of General

Counsel that funds received by the RNC from Acropolis Books Ltd.

represent the receipt of corporate funds in violation of 2 U.S.C.

§441b.

III. Sale of Goods and Services by The RNC

From January 1976 through March 1979, The RNC deposited in its

operating account funds in the amount of $24,206.48 it received from

some sixty-six corporations and one labor union.

These corporate and labor union receipts raise the specific issue

of the applicability of 2 U.S.C. S44.lb(a) which provides that:

It is unlawful for any . . . corporation whatever
• . . to make a contribution or expenditure in
connection with any election to . . . [Federal]
office.

The term "contribution or expenditure" is defined in 2 U.S.C.

§441b to include:

• . . any direct or indirect payment distribution,
loan, advance, or gift of money or any services or
anything of value . . . to any candidate, campaign
committee, or political party or organization, in
connection with any election to . . . [Federal office].
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The Commission has previously stated that the mere fact a

person receives something of value in return does not in and of itself

render a payment made to a political committee a commercial sale

rather than a political contribution. Moreover, even if the primary

purpose of the RNC in selling the goods and services in question is

cost recovery or loss reduction, the amount of the payment by the

purchaser still results in a contribution to the RNC, since the RNC

is receiving funds that will be available for its political purpose.

(See Advisory Opinions 1979-76, 1979-17, 1978-46, 1975-15.)

In entering the finding of Reason to Believe, the Commission did

so only against those corporations making the most substantial pay-

ments to the RNC. Because of additional evidence presented by the

RNC, and most particularly by the respective corporate entities, it is

incumbent upon the Office of General Counsel to analyze each transaction

separately; it must be added, that this additional information was

not available to the Commission auditors during this audit.

(1) Bailey, Deardourff and Associates, Inc. ("Bailey

Deardourff") purchased from the RNC computerized precinct voter analysis

lists ("PIP lists") for $750.00. According to evidence presented

by the RNC and Bailey Deardourff, these lists were purchased

for fair market value by Bailey Deardourff in the ordinary

course of carrying out its business of political consulting.

Moreover, these lists were created by the RNC in the normal

course of carrying out its operations and primarily for

its own use, rather than for sale to others.

T X, PIP=
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As a result of the additional evidence presented by both the

RNC and Bailey Deardourff, the Office of General Counsel is of the

opinion that the arms length commercial transaction entered into

between the RNC and Bailey Deardourff is within the category of

commercial activity previously permitted by the Commission in

Advisory opinion 1979-18. In this opinion, the Commission held

that the Federal Election Commission's Former Employees

Committee ("FEC-FEC") could sell its contributor lists and no

contribution would result from this sale, so long as the

purchase price did not exceed the usual and normal charge

for such a list and the list was developed by the committee in

Sthe normal course of its operations rather than to sell to

others. Also see AO 1979-76. A pip list is an asset created

Sby the RNC in the normal course of its operations, which

includes the analyzing of the basic political unit, namely,

C-
the precinct, and is developed, not for fundraising purposes,

but primarily for the RNC's own use.

(2) Civic Services, Inc. ("Civic Services"), a nationwide

polling firm, located in St. Louis, Missouri, purchased 900 precinct

lists for a fee of $1500. According to evidence recently forwarded

by Civic Services and the RNC, these lists were part of an RNC

computer program of the approximately 180,000 precincts in the country.

From this program of 180,000 precincts, 900 precincts were selected

at random, and the pertinent information of each precinct drawn from

the computer base. Civic Services contends that these precinct lists
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were needed by it for the purposes of conducting a nationwide poll and

that the RNC was the only source of this information willing to sell

these lists to Civic Services.

As a result of the additional information mentioned, supra,

it appears that the facts relating to this situation are similar to the

transaction between Bailey Deardourff and the RNC. Apparently, these

precinct lists were purchased for fair market value by Civic Services

in the ordinary course of carrying out its business - polling.

These lists were not created by the RNC for fundraising purposes, but

were created in the normal course of RNC's business, which would

include keeping a record by precinct of all votes in the country, and

primarily for its own use. Like the Bailey Deardourff sale, this

transaction appears to be that type of commercial transaction

permitted by the Commission in Advisory Opinions 1979-18 and 1979-24.

(3) Market Opinions Research, Inc. ("Market Opinions"),

a nationwide polling organization involved in political market

research, was retained by a Republican gubernatorial candidate in the

state of California in 1976 for the purposes of conducting a study of

registered Republicans in California. According to both the RNC

and Market Opinion Research, Market Opinion Research purchased

for $800 a sample list of registered Republicans for 28 California

counties. Moreover, both respondents contend that this list had

been developed by the RNC in the normal course of its operations

and had been compiled primarily for its own use.

As with Bailey Deardourff and Civic Services, it appears that

the commercial transaction entered into between the RNC and Market
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Opinions is within the category of commercial activity previously

permitted by the Commission in Advisory Opinions 1979-18 and 1979-24.

The sample lists in question sold by the RNC are that type of list

that a major political party would compile and maintain, namely,

county lists of all registered members of the party. It is a list

that the RNC would compile and maintain in the normal course of

its business and would not be produced for purpose of being sold to

raise campaign funds. It is the type of list that a polling firm

retained by a Republican gubernatorial candidate would need to conduct

its business of polling Republican voters. Moreover, there is no

evidence to indicate that the price charged by the RNC was other

than fair market value. Thus, it is the opinion of the Office of

' General Counsel that given the additional information recently supplied

- to us, this transaction, like the other transactions mentioned, supra,

is within the category of permissible commercial activity.

(4) American Medical Laboratories, Inc. ("Americal Medical")

purchased in October of 1978 from the RNC two 10 megabyte disc pacs

with controller for $11,000. According to information recently

supplied by American Medical, these disc pacs were part of a Micro-

data Reality computer system purchased by the RNC from Datatel, Inc.

("Datatel") in 1976. In 1978, as the information storage needs of the

RNC increased, the RNC purchased a 150 megabyte disc pac, which

substantially increased RNC's information storage capability. According

to American Medical and Datatel, Inc., the company that originally

sold the equipment in question to the RNC, a 150 megabyte disc
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pac cannot be used in conjunction with a 10 megabyte disc pac.

Thus, the RNC had no further use for the equipment in question.

The issue raised by the facts presented in this transaction

is basically: what can a national political party, as defined

by 2 U.S.C. §431(14), that is vested with the capacity of

continued existence, do with, excess or obsolete equipment without

violating S44lb(b)(2) of the Act? The Commission has addressed the

issue of the disposal of excess and obsolete equipment on two prior

occasions in Commission Advisory Opinions 1979-24 and 1979-76. The

former opinion was given by the Commission to Mr. Ronald Hemn, an

unsuccessful candidate for Congress in 1978, who in addition to

Smaintaining an ongoing campaign committee under the Act, also maintained

San active state campaign committee that under applicable state law

'~could receive corporate contributions. Mr. Hemn a,';ked the Commission

if his congressional committee could sell excess house signs and a

typewriter to his state political committee, which had co-mingled

corporate and labor monies, or to a state-registered political action

committee, which otherwise did not qualify under federal law for

contributions to a federal campaign. The Commission answered that

a non-qualified PAC or the state political committee could purchase

the excess campaign equipment, the house signs, and a typewriter

from Mr. Hemn's federal committee so long as the price paid for the

excess equipment is no greater than the usual and normal charge of

those specific materials. The latter advisory opinion, 1979-76,

was issued by the Commission at the request of Mr. Richard B. Dingman,
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Treasurer of the RSC Campaign Fund ("RSC"). Mr. Dingman sought

to determine whether RSC could sell a book, which it intended to

publish, to individuals for a profit and to corporations, not at a

profit, but to recover its costs, if RSC should be unable to find

sufficient individual purchases of its book. The Commission determined

that when a person transmits money to a political committee -

any portion of which is available to be spent for the purpose

of influencing a federal election - that person has made a

contribution in the full amount of the funds transmitted,

regardless of whether RSC made or did not make a profit on the

transaction. The Commission then went on to distinguish the

situation presented by RSC's request and the situation presented in

Advisory Opinion 1979-24, mentioned supra. The Commission did so

by holding that AO 1979-24 presented a factual situation where the

campaign equipment was originally purchased for and used during the

campaign by the campaign committee and, when sold, the proceeds were

applied to satisfy the debts of the committee so that it could terminate.

The facts relating to this situation - the sale of computer

equipment by the RNC to American Medical Laboratories - are similar

to the facts before the Commission in Advisory Opinion 1979-24.

The campaign committee of Mr. Hein had excess campaign equipment -

house signs and a typewriter - to sell. In the instant case,

the RNC had excess computer equipment to sell, which the

evidence indicates it sold to American Medical at fair market

value. Where the instant case differs from the situation presented
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to the Commission in Advisory Opinion 1979-24 is in one important

area, and that is that the RNC, unlike the Hemn's committee, was not

selling its excess equipment to pay off its debts and then terminate.

A principal campaign committee of a candidate by its very nature

contemplates becoming inactive and eventually terminating, either by

the candidate deciding to terminate and forming a new political

committee or by simply terminating. Except for reporting requirements,

pursuant to Section 104.11 of the regulations (11 CFR 104.11),

C its principal function ceases upon the death or the political

inactivity of the candidate. On the other hand, a party

committee of a national party, like the Republican Party,

has a function quite different from the function of a principal

campaign committee, for it is established, not for the purposes

r~of electing one individual to political office, but for the purpose

of promoting the aims of the Republican Party, which includes

C~the election of Republicans to public office. Unlike a

principal campaign committee, a party committee of a national party,

such as the RNC,.does not by its very nature contemplate becoming

inactive and, unlike a candidate, a national party is vested with the

capacity for indefinite existence. Moreover, because of this

capacity for indefinite continuance, it is highly unlikely that the

RNC will terminate in the near future. Nonetheless, it is highly

probable that a party committee of a national party will have obsolete

equipment or supplies that, though no longer of use to it, will have

some fair market value.
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In addition to the fact that the 10 megabyte disc pacs were

inadequate for the increased needs of the RNC and incapable of being

integrated into the new computer system, it is self-evident that by

the very nature of the equipment sold, it was not being sold as a

fundraising device. Unlike a book, a jacket, a hat, or any of the

items traditionally sold by political committees for the purpose of

raising funds, computer equipment is not something that is purchased

by a committee solely for the purpose of reselling it to a third

fNparty at a profit or to induce a contribution from a third party.

VComputer equipment is, however, that type of equipment that is

originally purchased for and used by a party committee, such as the

RNC, in carrying out its function as the party committee of a national

party - The Republican Party. See Advisory Opinion 1979-76.

For the reasons mentioned above, it is the opinion of the

"voffice of General Counsel that the sale of excess computer equipment

C~by the RNC and receipt of corporate monies from American Medical

Laboratories, Inc., should not be considered as a corporate contri-

bution in contravention of §441b of the Act.

(5) National Direct Mail Services, Inc. ("National Direct

Mail") purchased in 1977 and 1978 100,000 envelopes for $680. According

to both the RNC and National Direct Mail, the type of envelope

purchased, blanks 0i.3/4 with windows, were the type of envelope used

by National Direct Mail in the normal cause of carrying out its

business - direct mailing. Furthermore, the RNC had no longer a need

or a use for the envelopes in question; thus they became excess supplies

that could be sold or thrown out.
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In section IM(4) of the brief, we analyzed that the sale of

obsolete computer equipment by the RNC to American Medical Laboratories,

Inc. did not result in the receipt of a corporate contribution by the

RNC; that analysis fits the situation here.

(6) Envelopes Unlimited, Inc. ("Envelopes Unlimited") in

June of 1976 purchased computer time from the RNC for $812.50.

According to the RNC, it owns, as part of its operations, a large

sophisticated computer facility. On occasions when the RNC and

other Republican organizations are not using the computer facilities

to its fullest extent, the RNC offered (and apparently offers) the

use of its facilities for a fee "no greater than the usual and

normal charge."

The sale of computer time by the RNC to Envelopes Unlimited is

C basically the leasing of the RNC's computer equipment for a specific

period of time. Unlike a computer program of all the registered

voters in a county or a computer program that selects at random 900

precincts throughout the country, the sale of computer time is not the

sale of something created by the RNC in the normal course of carrying

out its business and is not something created primarily for RNC's

own use. The RNC is in the business of politics, and this business

would call upon the RNC to keep a record of all public officials in

the country, to compile lists of all the registered voters in each

political unit throughout the country, and to compile lists of all

the registered Republican voters in each of these political units.

The RNC is not, however, in the business of selling computer time; its
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computer equipment is something it purchased from a company that was

in the business of selling computer equipment and is not something

created by the RNC in the ordinary course of carrying out its business.

The sale of computer time by the RNC cannot be analogized to the

sale of excess or obsolete equipment or supplies as discussed in

sections 111(4) and 111(5) above. Though the RNC in selling computer

time was selling the use of its equipment at a time when it was not

using this equipment, there is no permanent transfer of ownership of

the computer equipment by the RNC to Envelopes Unlimited, as there

was in the sale of the computer disc pacs to American Medical

Laboratories. Envelopes Unlimited merely obtains the right to use the

computer equipment for a period of time.

Because the RNC received corporate funds from Envelopes Unlimited

Sthat could be used for the purposes of influencing a federal election,

vand because the sale of computer time is not the sale of something

Screated by the RNC in the normal course of carrying out its business

or is the sale of obsolete equipment,- it is the opinion of the Office

of General Counsel that the receipt of funds by the RNC from Envelopes

Unlimited, a corporation, is in contravention of §441b of the Act,

regardless of whether the RNC did or did not make a profit on the

transaction. See Advisory Opinions 1975-15 and 1979-76.

(7) Datatel, Inc., purchased in 1977 and 1978 computer

time from the RNC for $6,521.50. According to the RNC, at the time,

it leased, as part of its operations, a large sophisticated

computer facility. On occasions when the RNC and other Republican
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organizations were not using the computer facilities to their

fullest extent, the RNC offered, for a fee, computer time

to Datatel. Datatel contends that it had a very unique relation-

ship with the RNC in that it owned the computer equipment in

question, and that it leased this equipment to the RNC, who

in turn sold computer time to Datatel when the computer time was

available and Datatel had a need for this time. Datatel has not

substantiated, however, this contention and thus it is the opinion, I

of the Office of General Counsel that the analysis in section 111(6)

of this brief, where we analyzed that the sale of computer time

by the RNC to Envelopes Unlimited in return for the receipt of

corporate funds was in contravention of §441(b) of the Act, fits

the situation here. Should Datatel be able to substantiate its

contention that it was merely buying computer time on a computer it

'- leased to the RNC, then in the opinion of the Office of General Counsel,

this transaction would be basically a modification of the original

terms of the leasing contract between the RNC and Datatel, and would

not result in a corporate contribution being made by Datatel or

being received by the RNC.

(8) In addition to the specific transactions mentioned above,

the RNC sold goods and services to an additional 58 corporations and

one labor union for a total of $2,032.98. Because of the fact that

the individual transactions were, for the most part, under $50, the

58 corporations and one labor union were not made parties to this

matter. Nonetheless, though the 58 corporations were not cited as
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respondents, the Commission did enter a reason to believe finding

against the RNC for the receipt of funds from the 58 corporations and

one labor union.

In 1976, it appears that the RNC conducted two seminars, one

titled "FEC Law Seminar" and the other titled "PAC Seminar." The

records of the RNC show that the following corporations paid anywhere

from $10 to $35 in connection with these seminars. These corporations

are as follows:

1) Plonski Agency of Jersey City, NJ - $10;

2) Hansen, Barrett and Maxwell, Inc. of Salt Lake
City, UT - $20;

3) The LTV Corp. of Dallas, TX - $20;

4) Mid American Dairymen, Inc. of Springfield, MO - $10;

5) Convenient Ind. of America, Inc. of Louisville, KY - $10;

6) United Airlines of Chicago, IL - $10;

7) The Bendix Corp. of Southfield, MO - $10;

8) Southern Association Dairyford Man, Inc. of Richmond,
VA - $10;

9) International Paper Co. of Washington, D.C. - $20;

10) Simpson Timber Co. of Seattle WA - $10;

11) National Association of Mutual Insurance Agents
of Washington, D.C. - $10;

12) Alton Box Board Co. of Alton, IL $10;

13) American Petroleum Inst. of Washington, D.C. - $10;

14) Kansas City Life Insurance Company of Kansas City,
MO - $30; and

15) Business Planning Service of Artland, NY - $10.
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In addition one company - The Yankee Book Peddler of the state of

New Hampshire - purchased in 1978 a company manual for $19.50 from the

RNC. The Office of General Counsel has only the bald statement contained

in the RNC records reviewed by the auditors that a sum of money was

received from a corporate entity for "FEC Law Seminar" or a "PAC Seminar"

or a "Campaign Manual." Though it is within the normal course of

operations for a political committee of a national party, such as the

RNC, to conduct seminars for the purposes of educating potential

candidates and party activists, the respondent has failed to offer any

t evidence that would establish that the seminars in question or the

Scampaign manuals in question were developed primarily for the RNC's

~)own purposes of educating potential candidates and party activists

Srather than to sell to others. See Advisory Opinions 1979-18,

and 1979-76. Also see AO 1975-87. Absent any evidence showing

this, and absent any evidence establishing that the goods sold

Cwere excess goods or equipment, see AO 1979-24, it is the

~opinion of the Office of General Counsel that RNC received

from each corporate entity a contribution in contravention

of 2 U.S.C. §441b.

Of the remaining goods and services sold by the RNC to

corporate entities in the aggregate amount of $1812.98, many of

the individual transactions involve the sale of "Almanacs,"

"Promises" (a book), "newsletter subscriptions," and assorted items.

Immediately above, we analyzed that the sale of goods and

services, absent any showing that the goods and services were
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developed primarily for the RNC's own purposes, and absent any

showing that the goods sold were excess goods or equipment,

resulted in the receipt of a corporate contribution by the

RNC in contravention of 2 U.S.C. S441b; that analysis fits

the situation here.

IV. 2 U.S.C. §434(b) Violations

In addition to the Commission's finding of reason to believe

for the receipt of corporate contributions by the RNC, the Commission

cited the RNC for violating 2 U.S.C. §434(b) - failure to list the
In

contributions in question as contributions on the RNC's reports,

pursuant to 2 U.S.C. S434(b). Because of the fact that the respondents

have supplied us with information not previously available and

" because of the fact that the nature of the violation is of such a

technical nature - the receipt of the funds in question was reported

as "refunds/rebates" rather than the receipt of a contribution - it is

the opinion of the Office of General Counsel that the Commission find

no probable cause that the RNC violated 2 U.S.C. §434(b) except for the

receipt of contributions from the Franklin Mint, Envelopes Unlimited,

Datatel, and the 58 corporations and one labor union. Furthermore,

even as to the receipt of corporate contributions from the above-

mentioned corporate entities, the Office of General Counsel recommends

that the Commission take no further action in regards to the RNC's

violation of 2 U.S.C. §434(b).
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V. Contribution to Mr. David Serotkin

In accordance with the provisions of S44la(d) of the Act, which

holds in pertinent part:

Notwithstanding any other provision of law with respect
to limitations on expenditures or limitations on
contributions, the national committee of a political
party . . . may make expenditures in connection with
the general election campaign of candidates for federal
office subject to the limitations contained in paragraph
(2) and (3) of this subsection.

The RNC set up approximately 800 telephone banks ("phone banks")

throughout the country for the purpose of identifying voters who would

vote for certain selected Republican candidates. One of the candidates

rt, selected for help was Mr. David Serotkin, a candidate for Congress

I' in the 12th Congressional district of Michigan. In October of 1977,

the RNC filed an amended report listing the amounts it expended on

each of the candidates it selected for help. On this report, the RNC

allocated $14,890 of the cost of running the phone banks to
C

Mr. Serotkin's campaign. By allocating $14,890 to Mr. Serotkin's

campaign, the RNC exceeded the expenditure limitation imposed by

2 U.S.C. §441a(d)(3)(B) (after being adjusted for inflation,

this limitation was in 1976 $10,910) by $3,908 and thus violated

2 U.S.C. §441a(d).

Recommendations

The Office of General Counsel recommends for the above-mentioned

reasons that the Commission find:

1) Probable Cause that the RNC violated 2 U.S.C. §441b by

accepting a corporate contribution from the Franklin Mint;
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2) Probable Cause that the RNC violated 2 U.S.C. S441b by

accepting a corporate contribution from Acropolis Books, Ltd.;

3) No Probable Cause that the RNC violated 2 U.S.C. S441b by

accepting a corporate controbution from Bailey, Deardourff

and Associates, Inc.

4) No Probable Cause that the RNC violated 2 U.S.C. S44lb by

accepting a corporate contribution from Civic Services, Inc.;

5) No Probable Cause that the RNC violated 2 U.S.C. S441b by

accepting a corporate contribution from Market Opinion

Research;

6) No Probable Cause that the RNC violated 2 U.S.C. S441b by

!el accepting a corporate contribution from American Medical

Laboratories, Inc.;

7) No Probable Cause that the RNC violated 2 U.S.C. §441b by

accepting a corporate contribution from National Direct Mail
C"

Services, Inc.;

8) Probable Cause that the RNC violated 2 U.S.C. §441b by

accepting a corporate contribution from Envelopes Unlimited,

Inc.;

9) Probable Cause that the RNC violated 2 U.S.C. §441b by

accepting a corporate contribution from Datatel, Inc.;

10) Probable cause that the RNC violated 2 U.S.C. §441b by

accepting corporate contributions from 58 corporations and

one labor union;
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11) No Probable Cause that the RNC violated 2 U.S.C.

S 434(b) by failing to list receipt of corporate

contributions except for the receipt of contributions

from the Franklin Mint, Envelopes Unlimited, Datatel,

and the 58 corporations and one labor union.

Furthermore, even as to receipt of corporate

contributions from the above-mentioned corporate

entities, take no further action.

(Y 12) Probabale Cause that the RNC violated 2 U.S.C.

S 441a(d) (3) (B) by making excessive expenditures on

behalf of Mr. David Serotkin, a ca idate or Congress.

Date C
General Counsel

Attachments
1. Checks - I
2. Agreement - II
3. Agreement - III
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August 11, 1976

Republican National Comnmittee
310 First Street SE
Washington, D.C. 20003

Gentlemen:

This letter sets forth our proposal to your organization
ani, when accepted by you, will serve as the agreement between

C us relating to an offering and sale by Franklin Mint Corporation
("Franklin") of 1976 Republican residential Campaign Medals as

; described below. The medals will be offered for sale by Franklin
in the follo.ing forms:

1. A sterling silver medal in a lucite display stand

.. A sLerlii g silver medal with 24kt gold electroplate (pendant)
4. An l8kt cold medal with neck chain (pendant)

The medals will bear a reproduction of the Republican
Frcsidential and Vice-Presidential. candidates on the obverse and

- the party's campaign symbol on the reverse.

r- Franklin will offer the-medals for sale to the general public

and to Franklin's established collectors con-nencing in September
1976 by reans of direct mail and publication advertising with a
closing date for acceptance of orders of November 2, 1976.

Franklil -. nsnly, intenCds to spend an agaregate of $100,000

for pub)ication adve:rtising of tle Repubjican anld Democratic
ProsiWent:-ia 1 Ctina ijn ejj(lja].. pi7;inklin agrees timi: any increase
in said advejrtising 1udjet shall be subject to your organization's
a:proval.
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Your organization agrees to designate the abovc-describc'd

Rcpublican Presidential Campaign medals as the Official Presidential

campaign Medals of the Republican National Committee and, authorizes

Franklin to make reference to such designation in its advertising

materials. In consideration thereof, and of the agreements of your

organization hereunder, Franklin is willing to:

1. Pay to your organization a royalty equal to 15% of

Franklin's net sales of said Republican National

Committee 1976 Presidential Campaign Medals with a

minimum guaranteed royalty of $30,000. "Net sales"

shall mean Franklin's gross receipts from its sales

of said medals less returns, allowances and sales or

use taxes.

2. Provide to your comnmittee at no charge a quantity of

the miedals equivalent in retail valui to $5,000.

Your organization further agrees that Franriklin shall be the

%0 exclusive organization authorized to mint and/or sell the Official

1976 Presidential Campaign Medals of the Republican Nation-al Com-

mittee.

Your organization further agrees to provide for certifications

to L.] OedIC coIICeIuincj Fra-lin's advcrtising c < thI.2 medals as

required under applicable Federal law.

1%oulcl you kindly indicate your acceptance of the above agreement

by signing the duplicate copy of this letter enclosed herewith.

Yours very truly,

FRA\N.KLIN MINT CORPORATION

By :-,'

Francis J. Fitipatrick, Jr.

Vice' President

Acc pted and agreed to this

day of Auust, 1976

F.cpu.r lican .., ional Cor~ lte',_ except t,.at :e reserve Ule right tc i;ave

~rio'" pZ.rcval of tie dtisign.

By:



AUTHORSHIP. PUBLICATIO'
AND

ERBOIOTI OD--GREE.MEIT

1 AGREEM;ENT made this ;-Oay of August, 1975.

between Stephen J. Skubik, whose address is 1725 DeSales

Street, NW, Washington, D.C., and Hal E. Short, whose

I address is 1522 K Street, NW. Washington, D.C.' (Authors):

the Republican National Committee, 310 First Street, SE,

Washington, D.C. (Committee); and Acropolis Books, Ltd.,

2400 17th Street, NW, Washington, D.C. (Publisher):

.,.
I WITNESSETH

In consideration of the mutual covenants herein

contained the parties agree as follows:

HE GPANT 1. The Authors hereby grant and assign to the

ND THE
'ERRITORY Publisher and its successors, representatives and assignees,I".

during the full term of the copyright and all renewals

%T :thereof, the full, sole and exclusive right to print,

publish and gell under its own name:

" :~~~~~~~~~~~~RFUBL.ICAN .H.UMOR - .''.. :_ ..... .. -.-, .
...... . ...

(hereinafter called the Work) which title may be.chanzed

only by mutual consent In writing.

1" {E . 2. The AKuthors represent and guarantee to the

Publisher that they are the sole authors of the said Work,

that they are the owners of all the rights granted to the-

Publisher hereunder,.that the said Work is original, has

not been previously published in book form, and is not

in the public domain; that it contains no libelous, obscene

or other unlawrul matter; and that it in no wise infringes

u;on the copy right or violates the right of prlvacyor

any other right of any person or party whatsoever, and

they agree to hold the Publisher harmless against any

recovery finally sustained in any suit which may be

brouE.ht or had against the Publisher, by reason of a

-. . . -

.I,.
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Bause of'any libelous, obscene o her lwful :.atter
contained in the said Work.

3. The Authors agree to deliver a Completed

manuscript copy of the said Work, ready for ty.inE, con-

taining works and cartoons equivalent to 196 pares cf

printed material, not later than the 15th of October, 1075.

If the Authors fall to deliver such copy by said date the

Publisher may terminate this agreement by giving written

notice to the Authors to such effect. The Publisher ard

Authors may, by mutual consent In writing, establish a

new deadline for delivery.

4. The Publisher shall, upon receipt of a

manuscript, have the right and dole discretion to reject

the Work for any reason, or to request changes or additions

to it. The Authors may refuse to make any such changes or

additions to it, and in such event this agreement shall be

terminated..! The Publisher shall within three months after

the Authors have delivered a complete and satisfactory

manuscrlpt, publish said Work at its own expense and in

such style and manner as It deems best suited to the sale

thereof, and advertise and promote the sale thereof as

and to the extent it deems best. The*Publisher will use

all customary means to pro;note and market the Work

throughout the United States.

The expenses for which the Publisher shall be

responsible, in addition to all others involved in

publication, distribution, and promotion, include:

artist's fees; costs of editing, typing, collating,

proofreading and.make-up by the person or persons engaged/'
by the Authors; secretarial and maillng services supplied

by the Committee to obtain material for the book and

subsequently to help promote within the Republican Party

the sale of the book.] The artist's fees and editing,

typing, collating, proofreading, and make-up costs will

C

:1
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THE
COPYRIGHT

"" Lhe U. I.,. 41
ch fces and corts to be consideo advancet against the
Poyalties. The secretarial and maling services supplied

by the Committee will be Pe-mbuIsed--by-+he-ubl. her-by .

-_tbe charged against the promo
tional expenses as per Paragraph 10.

5. The Publisher, upon first publication of
the Work, agrees to apply for copyright In the name of
Stephen J. Skubik in the United States of America and
under the Universal Copyright Convention it-e e4Js4-ye '.
tP r-1-yzprz'_i ied an raragra?. , and to Imprint the
copyright notice required by law in each copy of the Work.
Stephen J. Skublk, using forms acceptable to the Publisher,
agrees to furnish the Publisher promptly with any author-
ization or other document necessary to carry out the
provisions hereof.

The Publisher shall, upon the termination of
the first te-m, make timely application for renewal of
copyriCht under then existing United States Copyright

6. If the Work includes excerpts of materials
presently under copyright, the Authors, using forms
acceptable to the Publisher, will obtain written per-
mission from the owners of such copyrights to print the
excerpts.

7. "The Authors agree to prepare and deliver,
alono with the ranuscript: Title page, preface or fore-
word, table of contents and/or Index, and complete and
final copy for all Illustrations properly prepared for
reproduction.

. The Publisher shall furnish the Authors
w.th a Proor of the Work which, except for such reason-
able char--es In styling as are required by the Publisher,

'1,

If,

C',

Ce

ISE OF
'OPYRIGHT
IATERIAL

.DDI TI C :AL
;ATERIAL
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confor, to the'! cnnr)p#ted .anusc:'i;- .. :' t: .

Authors, unless chanc.-td by mutual ccnuer.t. . Auth. r

agree to return such proof to the Publizl.er w't:. thr'lr

corrections within ten days of the reccirt t.ereof b::

then.

ES, 9. The Publisher agrees that the retail price
RE
EEDS of this Work will be Four Dollars and i:Inety-Flve cent3

($4.95) and royalties will be paid to the Authors and

the Committ-ee on the following schedules:

A. On sales through the Republican Iational

Committee, a royalty upon all copies of

the Work sold and paid for in the exclus'.'e

territory specified in Pararraph 1:

i) Thirty Cents ($0.30) per book to

Stephen J. Skubik until such time as -

all of his out-of-pocket costs of -

creating the book are recovered;

ii) Twenty-five Cents.($0.25) per book

to Hal Short;

Two Dollars an d Twenty-fv et

($2.25) per bo'ok to the Cornittee,

as long as Stephen J. Skubik shall

receive Thirty (30) Cents per book,

thereafter Two Dollars and Fifty-

five Cents ($2.55) per book to the

Committee;

iv) All orders from the Coruittee and

Republican organizations shall be

accompanied by check for the full

retail price.

.. On sales through the normal book trade

d1str~bution channels, a royalty upon

all copies of the Work sold and paid for

in the exclusive territory specified In

Paragrap'h 1:

, " 7 I 1 11 _1 . . I 1 -7 '7-1'111_-"-__' - -- F T - 'mr ' -F-VU, 'F'Fr-V" _VFM5?
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2-- ,.,nd broadcasting), 
and adaptations

of said Work for commercial use. Subsidiary
rights to publish are to be arranged by mutual
consent of the Authors, Publisher and the
COMMittee.. The division of receipts from thesale Of subsidiary rights shall be Forty per-
cent ('4O) to the Committee, Thirty percent
(30%) to the Publisher and Thirty percent (30%)
to the Authors, I.e., Ten percent (10%) to hal
Short, Twenty percent (20Z) to Stephen J. Skublk
until his Out-of-pocket costs of creating thebook are recovered, then his 20:- wil be added

to the Corlttee. All compensation from sales ofthe Work under this Paragraph shall be excluded
from the coputaton of theroyalties payable I A
under Paratraph (A)(above and Shall be
Puted and shown separately In rePorLs fro thePubliSher and/or Authors.

.14'

, Ir
) Ten Cents ($0.10) per book to

Stephen J. Skubjk until Such time
as all of his out-of-pocket Costs
of creating the book are recovered;

ii) Twenty-flve Cents ($0.25) per book
to Hal Short;

111) One Dollar ($1.00) to the Committee,
and One Dollar and Ten Cents ($1.10)
after Stephen j. Skubik has recovered
his expenses.

C. The following shall be considered as subs.-
diary rights: sales to book clubs, publ..- 

4cations by another publisher Publication

of' the Work In a mnU-rcheap editiorj '
serial rights before and after book publica-tion, dramatic and/or motion Picture rights,
translations, digests, abridgements, selec-
tions, ant-hologies, and mechanical, visual
(such as microfilm and microprint), or noun-

[]

i



D. 1c ro::altics shall be rcab..- C:. ... cu.,:

fu:r.:shed to the Auth.ors or tc, t.he C .::.ttee,

or on copies "or review, sanple, or cther
similar purposes.

TION 10. The ,Authors will take the Work to the natlo:ial
print, T. V., and radio press for maximum publicity includn g
talk shows, known comedians, etc. The Co.-mittee will bulletin
all state, county, and city Republican Committee officials,
and in addition will publicize the Work through State
Republican publications, Young Republicans, Women's Feder-

ation, etc. One Dollar ($1.00) per book sold by the
Publisher (under the provisions of Paragraph 9A) shall be
remitted by the Publisher to the Committee to cover these
promotional expenses of the Authors and the Corm-ittee, on
sales made through the National Committee but not on sales
through normal book distribution channels referred to in
Paragraph 9B. The Committee shall be the final Judge of
the legitimacy and necessity of promotional expenses and•jshall reimburse such expenses from this pr-imotional fund.

., ,..- - - - .-. - • -.

of such fund shall be credited to the Committee as additional
C1 royalties under this agreement.

7' 11. The Publisher agrees to present to each
Author 100 copies of the Work and to the Committee 1,000
copies of the Work for promotional purposes, such costs

to be charges aFai-nst the promotion fund as per Paragra.h 0"'..Is 12. The Publisher wXlll repoS t on the sa'le "  
--

TS the Work in February and July of each year for the six

month period ending the prior December 31 and June 30
respectively on sales to the Committee, and in .arch and
Sjptember on sales made through trade channels. With each
report of sales, the Publisher will make settlenent for

any balance of royalties due.
kTION 13. a) In the event that the Work shall at any
!ON time be out of print, the Authors may give notice thereof
ITS to the Publisher and In such event the Publisher shall declare
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within sixty days In writing whether or r.ot ,e lnend3 t

bring out a new printing of the Work wittin six months.

Failure to reprint the Work within six months after r.'ei,,t

of the Authors' notice shall cause all riphts herein rranted

to revert to the Authors at the expiration of said period

without further notice.

b) If the Publisher shall, during the exist-

ence of this agreement, default in the making of payment as

herein provided; if the Publisher shall fail to comply with

or fulfill with other terms and conditions hereof; or In

the event of bankruptcy, this agreement shall terminate and

the rights granted herein to the Publisher shall revert to

the Authors and Committee. In such event all payments

theretofore made to the Authors and Committee shall belong

to the Authors and Committee without prejudice to any other

remedy which the Authors and Committee may have.

c) Upon the termination of this agreement

for any cause, all rights granted to the Publisher revert

to the Authors and Committee for their use at any time, and

originally furnished by the Authors. The Authors shall

have the right in such'instance to purchase the plates,

if any exist, from the Publisher at their metal value, and

any or all of the remaining sheets or copies at a price

not to exceed 50% of the manufacturing costs, exclusive of

overhead.

14. The Authors agree that during the term of

this agreement they will not, without the written permission

of the Publisher, publish or permit to.be published any

material In book or pamphlet form, based on the material

in the Work, which is reasonably likely to interfere with

Its sale.

15. If a petition in bankruptcy should be filed

by or against the Publisher, of if It shall be Judged In-

solvent by any court, or if the Publisher shall liquidate

Its business for any cause whatsoever, this agreement shall

CONFLI CTI NG
PUBLICATION

INSOLVENCY

cr

.... .. ... . ....... ,-:, , r. . r - - "
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terminate automatically and without notic, ind ill r-

rranted hereunder shall thereupon revert to the Auhtr:

and to the Committee.

16. Any controversy or claim arising out of

this agreement or the breach thereof, with the exceotion

of a failure to pay royalties, shall be settled by arbi-

tration In accordance with the rules of the American

Arbitration Association then obtaining, and judreient urcn .

any award may be entered in the highest court of the forum,

State or Federal, having Jurisdiction. Such arbitration

shall be held in the City of Washington, D.C., unless other-

wise-agreed by the parties.

This agreement shall be construed and interpreted

according to the laws of the District of Columbia, and

shall be binding upon the parties hereto, their heirs,

successors, assigns, and personal representatives.

17. A waiver of any breach of any of the terms or

conditions of this agreement by any of the parties thereto,

shall neither be deemed a waiver of any repetition of such

of Lhis agreement; shall be valid or binding unless it snai

be in writing, and signed by the parties.

IN WITNESS WHEREOF, the parties hereto have s'et:.

their hands and seals at Washington, District of Columbia,

the day and year first written above.

BY: (c BY: 01V0,

zi. °44 .. .-

PVBL.LSHER AL)TIHCVJ

BY: ' l ,, , 
. . BY: • . -

I ,4/'4A N C ',---.

REPUBLICAN N4ATIONAL COM Ml'TTEE AUTHOR
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January 28, 1982

MEMORANDUM TO: Marjorie W. Emwons

FROM: Phyllis A. Kayson

SUBJECT: MUR 1180

Please have the attached Memo and Briefs distributed

to the Comiission on an informational basis. Thank you.

Attachment

cc: Taylor



ABIUV4 FEDERAL ELECTION COMMISSION
4W'I(Y* WASHINCTON. D.C. 20463

January 28, 1982

E. Mark Braden, Esq.
Republican National Committee
310 First Street, S.E.
Washington, D.C. 20003

RE: MUR 1180

Dear Mr. Braden:

Based on information ascertained in the normal course of

carrying out its supervisory responsibilities, the Federal Election
Commission, on December 2, 1980, found reason to believe that
your client had violated 2 U.S.C. S 441b, 2 U.S.C. S 434(b)(2),
2 U.S.C. S 434(b) (3) and 2 U.S.C. S 441a(d), and instituted.

P*%. an investigation in this matter.

elft After considering all the evidence available to the Commission,

the Office of General Counsel is prepared to recommend that the

Commission find probable cause to believe that a violation has
occurred.

Submitted for your review is a brief stating the position

of the General Counsel on the legal and factual issues of the
case. Within fifteen days of your receipt of this notice, you

IT7 may file with the Secretary of the Commission a brief (10 copies
if possible) stating your position on the issues and replying
to the brief of the General Counsel. (Three copies of such
brief should also be forwarded to the Office of General Counsel,
if possible). The General Counsel's brief and any brief which
you may submit will be considered by the Commission before
proceeding to a vote of probable cause to believe a violation
has occurred.

If you are unable to file a responsive brief within fifteen
days, you may submit a written request to the Commission for an

extension of time in which to file a brief. The Commission will
not grant any extensions beyond twenty days.



E. Mark Braden, Esq.
Page 2

A finding of probable cause to believe requires that the
Office of General Counsel attempt for a period of not less than
thirty, but not more than ninety days to settle this matter
through a conciliation agreement.

Should you have any questions, please contact William Taylor
at (202) 523-4000.

S inc

Charles N.. Steele
General Counsel

Enclosure
Brief



A~4E~A~4 FEDERAL ELECTION COMMISSION
'~I7~Ii WASHINGTON, DC. 20463

0'S
January 28, 1982

Douglas L. Bailey
Bailey, Deardourff and Associates, Inc.
McLean, Virginia 22101

RE: MUR 1180

Dear Mr. Bailey:

Based on information ascertained in the normal course of
carrying out its supervisory responsibilities, the Federal Election

-Commission, on December 2, 1980, found reason to believe that
your client 'had violated 2 U.S.C. S 441b, a provision of the Act,
and instituted an investigation of this matter.

After considering all the evidence available to the Commission,
Nthe Office of General Counsel is prepared to recommend that the

Commission find no probable cause to believe that a violation has
occurred. The Commission may or may not approve the General
Counsel's Recommendation.

Submitted for your review is a brief stating the position
of the General Counsel on the legal and factual issues of the
case. Within fifteen days of your receipt of this notice, you may

r, file with the Secretary of the Commission a brief (10 copies if
possible) stating your position on the issues and replying to the

17T brief of the General Counsel. Three copies of such brief should
also be forwarded to the Office of General Counsel, if possible.
The General Counsel's brief and any brief which you may submit

-~will be considered by the Commission before proceeding to a vote
of no probable cause to believe a violation has occurred.

Should you have any questions, please contact William Taylor
at (202) 523-4000.

Since

2 zeN. Steelev
General Counsel

Enclosure
Brief



FEDERAL ELECTION COMMISSION
WASHINGTON, D.C 20463

STEIS January 28, 1982

Robert P. Visser, Esq.
Peabody, Rivlin, Lambert and Meyers
1150 Connecticut Avenue, N.W.
Washington, D.C. 20036

RE: MUR 1180

Dear Mr. Visser:

Based on information ascertained in the normal course of
carrying out its supervisory responsibilities, the Federal Election
Commission, on December 2, 1980, found reason to believe that
your client had violated 2 U.S.C. S 441b, a provision of the Act,
and instituted an investigation of this matter.

After considering all the evidence available to the Commission,
c, the Office of General Counsel is prepared to recommend that the

Commission find no probable cause to believe that a violation
-' has occurred. The Commission may or may not approve the General

Counsel's Recommendation.

Submitted for your review is a brief stating the position of
the General Counsel on the legal and factual issues of the case.
Within fifteen days of your receipt of this notice, you may file
with the Secretary of the Commission a brief (10 copies if possible)

n stating your position on the issues and replying to the brief of
the General Counsel. Three copies of such brief should also be
forwarded to the Office of General Counsel, if possible. The

. General Counsel's brief and any brief which you may submit will
be considered by the Conission before proceeding to a vote of
no probable cause to believe a violation has occurred.

Should you have any questions, please contact William Taylor
at (202) 523-4000.

Charles N. teele
General Counsel

Enclosure
Brief



FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

January 28, 1982

James P. Mercurio, Esq.
1815 H Street, N.W.
Washington, D.C. 20036

RE: MUR 1180

Dear Mr. Mercurio:

Based on information ascertained in the normal course of
-carrying out its supervisory responsibilities, the Federal Election
Commission, on December 2, 1980, found reason to believe that
your client had violated 2 U.S.C. S 441b, and instituted
an investigation in this matter.

After considering all the evidence available to the Commission,
the Office of General Counsel is prepared to recormmend that the
Commission find probable cause to believe that a violation has
occurred.

Submitted for your review is a brief stating the position
of the General Counsel on the legal and factual issues of the
case. Within fifteen days of your receipt of this notice, you
may file with the Secretary of the Commission a brief (10 copies
if possible) stating your position on the issues and replying
to the brief of the General Counsel. (Three copies of such
brief should also be forwarded to the Office of General Counsel,
if possible). The General Counsel's brief and any brief which

C you may submit will be considered by the Commission before
proceeding to a vote of probable cause to believe a violation
has occurrred.

If you are unable to file a responsive brief within fifteen
days, you may submit a written request to the Commission for an
extension of time in which to file a brief. The Commission will
not grant any extensions beyond twenty days.
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James P. Mercurio, 9sq. 4
Page 2

A finding of probable cause to believe requires that the
office of General Counsel attempt for a period of not less than
thirty, but not more than ninety days to settle this matter
through a conciliation agreement.

Should you have any questions, please contact William Taylor
at (202) 523-4000.

General Counsel

Enclosure
Brief



C j
FEDERAL ELECTION COMMISSION
WASHINGTON. D.C. 20463

January 28, 1982

Mr. Alphons J. Hackl
2400 Seventeenth Street, N.W.
Washington, D.C. 20009

RE: MUR 1180

Dear Mr. Hackl:

Based on information ascertained in the normal course of
carrying out its supervisory responsibilities, the Federal Election
Commission, on December 2, 1980, found reason to believe that
your company had violated 2 U.S.C. S 441b, and instituted an
investigation in this matter.

After considering all the evidence available to the Commission,
the Office of General Counsel is prepared to recommend that the
Commission find probable cause to believe that a violation has

' occurred.

Submitted for your review is a brief stating the position of
the General Counsel on the legal and factual issues of the case.
Within fifteen days of your receipt of this notice, you may file
with the Secretary of the Commission a brief (10 copies if possible)
stating your position on the issues and replying to the brief of

- the General Counsel. (Three copies of such brief should also be
forwarded to the Office of General Counsel, if possible). The
General Counsel's brief and any brief which you may submit will be
considered by the Commission before proceeding to a vote of
probable cause to believe a violation has occurred.

If you are unable to file a responsive brief within fifteen
days, you may submit a written request to the Commission for an
extension of time in which to file a brief. The Commission will
not grant any extentions beyond twenty days.



Mr. Alphons J. Hackl@
Page 2

A finding of probable cause to believe requires that the

Office of General Counsel attempt for a period of not less than
thirty# but not more than ninety days to settle this matter
through a conciliation agreement.

Should you have any questions, please contact William Taylor
at (202) 523-4000.

General Counsel

Enclosure
Brief



FEDERAL ELECTION COMMISSION
J WASHINGTON, D.C. 20463

MIS January 28, 1982

Grady Carlson, Esq.
McCandlesh, Lelland, Church and Best
4069 Chain Bridge Road
Fairfax, Virginia 22030

RE: MUR 1180

Dear Mr. Carlson:

Based on information ascertained in the normal course of
carrying out its supervisory responsibilities, the Federal Election
Commission, on December 2, 1980, found reason to believe that
your client had violated 2 U.S.C. S 441b, a provision of the Act,
and instituted an investigation of this matter.

N After considering all the evidence available to the Commission,

the Office of General Counsel is prepared to recommend that the
Commission find no probable cause to believe that a violation
has occurred. The Commission may or may not approve the General
Counsel's Recommendation.

Submitted for yur review is a brief stating the position of
the General Counsel on the legal and factual issues of the case.
Within fifteen days of your receipt of this notice, you may file
with the Secretary of the Commission a brief (10 copies if possible)
stating your position on the issues and replying to the brief of
the General Counsel. Three copies of such brief should also be
forwarded to the Office of General Counsel, if possible. The
General Counsel's brief and any brief which you may submit will
be considered by the Commission before proceeding to a vote of
no probable cause to believe a violation has occurred.

Should you have any questions, please contact William Taylor
at (202) 523-4000.

SCar es AN. Stee
General Counsel

Enclosure
Brief



FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

yJanuary 28, 1982

Justin D. Simon, Esq.
2101 L Street, N.W.
Washington, D.C. 20037

RE: MUR 1180

Dear Mr. Simon:

Based on information ascertained in the normal course of
carrying out its supervisory responsibilities, the Federal Election
Commission, on December 2, 1980, found reason to believe that your
client had violated 2 U.S.C. S 441b, a provision of the Act, and
instituted an investigation of this matter.

After considering all the evidence available to the Commission,
(X the Office of General Counsel is prepared to recammend that the

Commission find no probable cause to believe that a violation has
occurred. The Commission may or may not approve the General
Counsel's Recommendation.

Submitted for your review is a brief stating the position of
the General Counsel on the legal and factual issues of the case.
Within fifteen days of your receipt of this notice, you may file with

C7 the Secretary of the Comission a brief (10 copies if possible)
stating your position on the issues and replying to the brief of
the General Counsel. Three copies of such brief should also be
forwarded to the Office of General Counsel, if possible. The
General Counsel's brief and any brief which you may submit will
be considered by the Commission before proceeding to a vote of no
probable cause to believe a violation has occurred.

Should you have any questions, please contact William Taylor
at (202) 523-4000.

General Counsel

Enclosure
Brief



FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

January 28, 1982

William H. Schweitzer
818 Connecticut Avenue, N.W.
Washington, D.C. 20006

RE: MUR 1180

Dear Mr. Schweitzer:

Based on information ascertained in the normal course of
carrying out its supervisory responsibilities, the Federal Election
Catission, on December 2, 1980, found reason to believe that
your client had violated 2 U.S.C. S 441b, a provision of the
Act, and instituted an investigation of this matter.

After considering all the evidence available to the Ccmmission,
the Office of General Counsel is prepared to recamend that the
Ccmmission find no probable cause to believe that a violation has
occurred. The Commission may or may not approve the General
Counsel's Recommendation.

Submitted for your review is a brief stating the position of
the General Counsel on the legal and factual issues of the case.
Within fifteen days of your receipt of this notice, you may file
with the Secretary of the Commission a brief (10 copies if possible)
stating your position on the issues and replying to the brief of
the General Counsel. Three copies of such brief should also be
forwarded to the Office of General Counsel, if possible. The
General Counsel's brief and any brief which you may submit will be
considered by the Ccrrission before proceeding to a vote of no
probable cause to believe a violation has occurred.

Should you have any questions, please contact William Taylor
at (202) 523-4000.

Sincerelof

-arles N.e

General Counsel

Enclosure
Brief



FEDERAL ELECTION COMMISSION
.~I? 11. WASHINGTON. D.C. 20463

January 28, 1982
David M. Davenport, Esq.
611 McLean Office Center
6845 Elm Street
McLean, Virginia 22101

RE: MUR 1180

Dear Mr. Davenport:

Based on informat ion ascertained in the normal course of
carrying out its supervisory responsibilities, the Federal Election
Commission, on December 2, 1980, found reason to believe that

~' your client had violated 2 U.S.C. S 441b, and instituted an
investigation in this matter.*

After considering all the evidence available to the Commission,
the Office of General Counsel is prepared to recommend that the

S Commission find probable cause to believe that a violation has
occurred.

Submitted for your review is a brief stating the position
of the General Counsel on the legal and factual issues of the
case. Within fifteen days of your receipt of this notice, you
may file with the Secretary of the Commission a brief (10 copies

'Y if possible) stating your position on the issues and replying
to the brief of the General Counsel. (Three copies of such

S brief should also be forwarded to the Office of General Counsel,
if possible). The General Counsel's brief and any brief which
you may submit will be considered by the Commission before
proceeding to a vote of probable cause to believe a violation
has occurred.

If you are unable to file a responsive brief within fifteen
days, you may submit a written request to the Commission for an
extension of time in which to file a brief. The Commission will
not grant any extensions beyond twenty days.



David M. Davenport, Esq.
Page 2

A finding of probable cause to believe requires that the
Of£ce of General Counsel attempt for a period of not less than
thirty, but not more than ninety days to settle this matter
through a conciliation agreement.

Should you have any questipns, please contact William Taylor
at (202) 523-4000.

General Counsel

Enclosure
Brief



.7 FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

FIS

January 28, 1982

Mr. Jay Bruce Mackey
Envelopes Unlimited, Inc.
649 North Home Lane
Rockville, Maryland 20850

RE: MUR 1180

Dear Mr. Mackey:

Based on information ascertained in the normal course of
carrying out its supervisory responsibilities, the Federal Election
Commission, on December 2, 1980, found reason to believe that
your company violated 2 U.S.C. S 441b, and instituted an

S investigation in this matter.

After considering all the evidence available to the Commission,
the Office of General Counsel is prepared to recommend that the
Commission find probable cause to believe that a violation has
occurred.

_ Submitted for your review is a brief stating the position
of the General Counsel on the legal and factual issues of the

_- case. Within fifteen days of your receipt of this notice, you
may file with the Secretary of the Commission a brief (10 copies
if possible) stating your position on the issues and replying
to the brief of the General Counsel. (Three copies of such
brief should also be forwarded to the Office of General Counsel,

~" if possible). The General Counsel's brief and any brief which
you may submit will be considered by the Commission before
proceeding to a vote of probable cause to believe a violation
has occurred.

If you are unable to file a responsive brief within fifteen
days, you may submit a written request to the Commission for
an extension of time in which to f ile a brief. The Commission
will not grant any extensions beyond twenty days.



Jay Bruce Mackey
Page 2

A finding of probable cause to believe requires that the
office of General Counsel attempt for a period of not less than
thirty, but not more than ninety days to settle this matter
through a conciliation agreement.

Should you have any questions, please contact William Taylor
at (202) 523-4000.

General Counsel

Enclosure
Brief
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Office of the General Counsel
Federal Election Commission
1325 K Street, N. W.
Washington, D.C. 20463

Attention: William E. Taylor

Re: Matter Under Review 1180

Dear Sir:

Enclosed is a submission by Civic Service Inc. for
the purpose of demonstrating that no further action should
be taken against it in Matter Under Review 1180.

Very truly yours,

William 1H. Schweitzer

WHS: gh
Encls.

cc: Roy Pfautch
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FEDERAL ELECTION COMMISSION
UNITED STATES OF AMERICA

)
)
)

In Re CIVIC SERVICE, INC. ) Matter Under Review 1180)
)

RESPONDENT CIVIC SERVICE INC.'S SUBMISSION FOR THE PURPOSE
OF DEMONSTRATING THAT THE FEDERAL ELECTION COMMISSION'S

FINDING OF REASON TO BELIEVE HAS NO BASIS IN FACT OR
LAW AND THAT NO FURTHER ACTION SHOULD BE

TAKEN AGAINST IT

PRELIMINARY STATEMENT

Respondent Civic Service, Inc. ("Civic Service"),

by its counsel, hereby submits the following information and

affidavits for the purpose of demonstrating to the Federal

Election Commission ("FEC") that its finding of "reason to

believe" has no basis in fact or law and that no further

action should be taken against Civic Service in Matter Under

Review ("MUR") 1180. Civic Service respectfully requests

that the FEC dismiss MUR 1180.

FACTS

On April 2, 1981, Civic Service received a letter

dated March 30, 1981 from John Warren McGarry, Chairman of

the FEC, and a document entitled Notification of Reason to
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Believe. Chairman McGarry advised Civic Service that the

FEC had found reason to believe that Civic Service had

violated 2 U.S.C. f 441b(a) by making a corporate contri-

bution of $1500 to the Republican National Committee ("RNC")

in May, 1977.

Civic Service is a polling firm located in St.

Louis, Missouri. See Affidavit of Roy Pfautch, president of

Civic Service, ("Pfautch Affidavit") at 2-3. It has both

commercial and association clients. Pfautch Affidavit at 4.

In 1977, Civic Service was retained by a client to

conduct a nationwide poll. After consultation with its

consultants, in particular Dr. Daniel Nimmo at the Universi-

ty of Tennessee, Civic Service decided to base the poll on

precincts rather than census tracts. Since census tracts do

not constitute every area of the nation, a survey based on

such tracts is not as complete as a survey based on pre-

cincts. Pfautch Affidavit at 5.

The initial step in the process was to obtain a

random listing comprising 900 of the approximately 180,000

precincts in the fifty states and the District of Columbia.

Mr. Roy Pfautch ("Pfautch"), president of Civic Service,

contacted the United States Department of Commerce, Bureau

of the Census ("Bureau") and was advised that the Bureau had

begun constructing such a list but cancelled the project
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before its completion. The Bureau suggested that a precinct

list could be purchased from either CBS-Polls or the Repub-

lican National Committee. Pfautch Affidavit at 6.

Pfautch contacted CBS-Polls which declined to sell

its list but referred Pfautch to the RNC. Pfautch Affidavit

at 7. Pfautch talked to employees of the RNC's Computer

Services Division. They agreed to sell Civic Service a

random computer generated listing consisting of a list of

900 precincts. Pfautch Affidavit at 8; Affidavit of Ron

Charnock ("Charnock Affidavit") at 3-4. In mid-February,

1977, the RNC sent the precinct list to Civic Service and

billed Civic Service $1,500.00 for the list. See Exhibits

1-2. On March 18, 1977, Civic Service paid the RNC in full.

See Exhibit 3.

The price charged by the PNC constituted fair

market value for the precinct list. Pfautch Affidavit

at 10; Charnock Affidavit at 4. At no time did Civic

Service intend to make a political contribution to the RNC.

Pfautch Affidavit at 10. The only relationship that Civic

Service had with the RNC was that of a commercial buyer-

seller relationship. Pfautch Affidavit at 10.

ARGUMENT

CIVIC SERVICE DID NOT MAKE A POLITICAL
CONTRIBUTION TO THE RNC

A) The purchase of a precinct list by a
corporation from a political committee is not
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a contribution under the Federal Election

Campaign Act of 1971, as amended.

Contributions by a corporation to a "campaign

committee, or a political party or organization" are prohib-

ited by the Federal Election Capaign Act of 1971, as amended

("FECA"). 2 U.S.C. § 441b(a) and 441b(b)(2). For purposes

of the prohibition on corporate contributions, contribution

is defined as "any direct or indirect payment, distribution,

loan, advance, deposit, or gift of money, or any services,

or anything of value . . . to any . . . campaign committee,

or political party or organization in connection with any

election to any [federal] office . . .. " 2 U.S.C.

§ 441b(b)(2).

Civic Service is a corporation organized under the

laws of the State of Missouri. Pfautch Affidavit at 3. Its

principal business includes conducting polls and analyzing

polling data for commercial and assciation clients. Pfautch

Affidavit at 4.

In 1977, a client retained Civic Service to con-

duct a national poll for it. In order to conduct the poll,

Civic Service had to obtain certain precinct lists. The

only willing seller of such lists was the RNC. Pfautch

Affidavit at 5-8.

Civic Service paid fair market value for the list.

Pfautch Affidavit at 10; Charnock Affidavit at 4. The sale
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of the list was an arm's length business transaction and the

price was the usual and normal charce. Charnock Affidavit

at 4. Also, the price paid by Civic Service was not above

or below the usual and normal charge. See Advisory Opinion

1979-18, 1 Fed. Elec. Camp. Fin. Guide (CCH) 1 5405.

The FEC decided in two advisory opinions that the sale

of contributor lists by an organization such as the RNC is

not a contribution by the purchaser to the political com-

mittee as long as the purchase price is the usual and normal

charge for the list. See Advisory Opinion 1979-17, Fed.

Elec. Camp. Fin. Guide (CCH) 5416 at 10,443; Advisory

Opinion 1979-18, Fed. Elec. Camp. Fin. Guide (CCH) 5405.

A precinct list is also a computer generated list which is

maintained for the purpose of identifying voters in election

districts. It clearly is analogous to a contributor list

and, therefore, should fall within the exception created by

the above-mentioned advisory opinions.

B) The payment by Civic Service is not
a contribution because it was not made in
connection with a federal election.

Civic Service's payment for the list did not

constitute a contribution under FECA because the payment was

not made in connection with any election to federal office.

Pfautch Affidavit at 10; 2 U.S.C. § 441b(b)(2). The RNC did

not solicit a political contribution from Civic Service nor

did it intend the payment for the list to be a political
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contribution. Charnock Affidavit at 6. The purchase was a

commercial transaction not prohibited by FECA.

The General Counsel's Office in the Notification

of Reason to Believe attached to Chairman McGarry's letter

concedes that Civic Service "did not realize they were

making a contribution in contravention of 2 U.S.C. § 441b,

but believed they were involved in an arm's length business

transaction." The General Counsel further states: "Moreover,

if the RNC had deposited the funds received in these trans-

actions in bank accounts opened and used only for activities

not within the jurisdiction of the Act, there would be no

prohibited contributions under 2 U.S.C. S 441b." Surely,

Civic Service cannot be found in violation of FECA because

the RNC deposited its payment for a precinct list in a

political rather than a commercial account when Civic Ser-

vice did not intend to make a contribution in connection

with any election to federal office.

WHEREFORE, Civic Service respectfully moves the

FEC: (a) to find that its finding of "reason to believe"
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has no basis in fact or law; (b) to find that no further ac-

tion should be taken against Civic Service; and (c) to dis-

miss MUR 1180.

Respectfully submitted,

William H. Schweitzer Q

Ja W. Baran
BA R & HOSTETLER
818 Connecticut Avenue, N.W.

c, Washington, D.C. 20006
(202) 861-1500

2WHS3G



FEDERAL ELECTION COMMISSION
UNITED STATES OF AMERICA

IN RE CIVIC SERVICE, INC. ) Matter Under Review 1180

AFFIDAVIT

COUNTY OF ST. LOUIS )
ss:

STATE OF MISSOURI)

Roy Pf autch for his affidavit deposes and says:

1 . I have personal knowledge of the facts con-

tained herein and am competent to testify thereto.

2. 1 am and was in February and March, 1977 the

president of Civic Service, Inc. ("Civic Service").

3. Civic Service is a corporation organized

under the laws of the State of Missouri. Its principal

place of business is St. L~ouis, Missouri.

4. Civic cervice's business includes conducting

polls and analyzing polling results for commercial and asso-

ciation clients. These clients include corporations, asso-

ciations and political action committees.
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5. In 1977, Civic Service was retained by a cli-

ent to conduct a nationwide poll1. After consultation with

one of Civic Services' s consultants, Dr. Daniel Ni'iro at the

University of Tennessee, Civic Service decided to base the

poll on precincts rather than census tracts. The reason for

this choice was that since census tracts do not constitute

every area of the nation, a survey based on such tracts is

not as complete as a survey based on precincts.

6. In order to conduct such a poll based on pre-

0% cincts, Civic Service needed to obtain a random listing

comprising 900 of the approximately 180,000 precincts in the

fifty states and the District of Columbia. Initially, I

contacted the United States Department of Commerce, Bureau

of the Census ("Bureau") and was advised that the Bureau had

begun constructing such a 'ijst but cancelled the project be-

fore its completion. The Bureau suggested that a precinct

rv list could be purchased from either CBS-Polls or the Repub-

lican National Committee ("RNC").

7. 1 contacted CBS-Polls and was advised that

they would not sell their list. CBS-Polls referred me to

the RNC.

8. I then talked to employees of the RNC's Compu-

ter Services Division. They agreed to sell Civic Service a
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random listing consisting of 900 precincts. The charge for

such a list was $1,500. I agreed on behalf of Civic Service

to purchase such a list for $1,500.

9. In mid-February, 1977, the RNC sent the pre-

cinct list to Civic Service and billed Civic Service $1,500.

On March 18, 1977, Civic Service paid the RNC in full for

the list.

10. At no time did Civic Service make or intend

to make a contribution to the RNC in connection with an

election to federal office. The price charged by the RNC

constituted fair market value and was the usual and normal

charge for such a list. The relationship between Civic

Service and the RNC was that of a commercial buyer and

seller.

C.Roy Pfaut h

Subscribed and sworn to before me this P3oe day

of April, 1981.

NOTARY PUBLC STATf OF MjSS)J*I4
Notary Public



FEDERAL ELECTION COMMISSION
UNITED STATES OF AMERICA

In Re CIVIC SERVICE, INC. )Matter Under Review 1180

AFFIDAVIT

DISTRICT OF COLUMBIA )ss.

Ron Charnock for his affidavit deposes and says:

1. I have personal knowledge of the facts contained herein

I!! and am competent to testify thereto.

2. In 1977, I worked in the Republican National Committee's

("1RNC"1) Computer Services Division.

3. The Computer Services Division compiled, among other things,

lists of the 180,000 precincts in the United States. The RNC from time

to time sold these lists to various firms who used such lists in taking

polls.

4. In February, 1977, the RNC sold a precinct list containing

the names of 900 precincts to Civic Service, Inc. ("Civic Service").

The price charged for this list was the usual and normal price charged

by commercial vendors and constituted fair market value for the list.

5. The RNC billed Civic Service $1,500 for the list and Civic

Service paid this bill in full.
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6. The RNC did not solicit a political contribution 
from Civic

Service nor did it intend the payment for the list to be a political

contribution.

Ron Charnock

Subscribed and sworn to before me this 
day of

April, 1981.

FotaryPubli



EXHIBIT 1

Republican
National
Committee. February 18, 1977

Mr. Roy Pfautch
Suite 300, 408 Olive
St. Louis, MO 63102

Dear Roy:

Enclosed please find the first set of computer generated samples.
We will be forwarding the remainder of the coputer generated infor-

CV*I mation within the next 24 hours.

0% I think you'll find this format will be easier to work with,
however, if you have any questions on either the theory or the actual

rdata, please don't hesitate to give me a call.

Thanks again for your patience.

Sincerely,

~/
Ron Charnock
Deputy Director
Computer Services

RC: fb

Encls:

Dwight D. Eisenhower Republican Center: 310 First Street Southeast, Washington, D.C. 20003. (202) 484-6500.



Republican
National
Committee.

March 15, 1977

INVOICE #760302

Civic Service, Inc.
Suite 300, 408 Olive
St. Louis, MO 63102

Attention: Roy Pfautch

------------------------ ------- M---------------------

Precinct Sample of United States

Make check payable to: Republican National Committee
Attention: Computer Services

)iD4.

Dwight D. Eisenhower Republican Center: 310 First Street Southeast, Washington, D.C. 20003. (202) 484-6500.

SIBIT 2



EXHIBIT 3

March 18. 1977

Mr. Murray Dickman, Director
Computer Services
Republican National Commnittee
310 First Street, Southeast
Waghington, i). C. 20003

De r i.urray:

- any thanks for all your help with our nationwide research project
in terms of obtaining a random list oi precincts. We do appreciate

0 your help-and cooperation. You mi-ght 1c interested to know that

Matt Reese was unable to obtain such ai Jistin- from the Democratic
National Committee, which does not maintain such material, and,

hence, we are doubly erateful for your resources.

1 have enclosed a check in.the amotmt ot $1,500.00 representing

payment, in :ull, oF your invoice dated March 15, 1477 (Inv. #760302).

C11Again, our thanks and I-est wishes to you an" your fine team!-

VSincerely,

Roy Prfautch

encpoaure
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FEDERAL ELECTJON COMMISSION
WASHINGTON, DC. 20463

Sys ,March 30, 1981

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Charles J. Wardelich, Pregident"
Cities Service Company
Cities Services Building
Tulsa, Oklahoma 74102

Re: MUR 1180

Dear Mr. Wardelich:

This is to advise you that, as a result of information
received from your company and after conducting a further
investigation, the Commission has determined that its finding
of reason to believe of December 2, 1980 was entered into in
error; naturally this office regrets that such an error was
made. We apologize for any inconvenience this may have caused.
Accordingly the file in this matter, as it pertains to your
company, has been closed. Should you wish to submit any factual
or legal material to appear on the public record, please do so

r" within 10 days.
--7 If you have any questions, please call William E. Taylor

at (202) 523-4529.

Slr~cer yx 00 e 7 0



FEDERAL ELECTION COMMISSIONE~3 WASHINGTON, D.C. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

mr. Charles J. Wardelich, President
Cities Service Company
Cities Services Building
Tulsa, Oklahoma 74102

Re: MUR 1180

Dear Mr. Wardelich:

C!) This is to advise you that, as a result of information
0 received from your company and after conducting a further

investigation, the Commission hias determined that its finding
of reason to believe of December 2, 1980 was entered into in
error; naturally this office regrets that such an error was
made. We apologize for any inconvenience this may have caused.
Accordingly the file in this matter, as it pertains to your
company, has been closed. Should you wish to submit any factual
or legal material to appear on the public record, please do so
within 10 days.

Ni If you have any questions, please call William E. Taylor

C", at (202) 523-4529.

Sincerely,

Charles N. Steele
General Counsel



FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

March 30, 1901

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Donald L. Ivers, Esquire
Republican National Committee
310 First Street, S.E.
Washington, D.C. 20003

Re: MUR 1180

Dear Mr. Ivers:

This is to inform you that the Commission's finding of
10 reason to believe that Cities Services Cp. violated 2 U.S.C.

S 441b by making a corporate contribution was made in error.
0 In addition, on March 27 , 1981, the Commission found reason

to believe that Civic Services Inc. of St. Louis, Missouri

violated 2 U.S.C. S 441b by making a corporate contribution
to your client.

To set the record straight in this matter, the Comnission
would like to take this opportunity to list those corporations
cited by the Commission in this matter as having violated

C" 2 U.S.C. S 441b. They are as follows:

1 ) The Franklin Mint Corporation;
2) Acropolis Books Ltd.;
3) Market Opinion Research Co.;
4) American Medical Laboratories, Inc.;
5) National Direct Mail Services, Inc.;
6) Bailey, Duerdouff and Associates, Inc.;
7) Envelopes Unlimited, Inc.;
8) Datatel Incorporated; and
9) Civic Services Inc.

Should you have any questions, please call William E. Taylor,
the attorney assigned to this matter, at 523-4529.

Sincl.e l , _

Charles N. Steele
General Counsel
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Donald L. Ivers, Esquire
Republican National Committee
310 First Street, S.E.
Washington, D.C. 20003

Re: MUR 1180

Dear Mr. Ivers:

This is to inform you that the Commission's finding of
Nreason to believe that Cities Services Cp. violated 2 U.S.C.

S 441b by making a corporate contribution was made in error.o In addition, on March 27 , 1981, the Commission found reason
*to believe that Civic Services Inc. of St. Louis, Missouri

violated 2 U.S.C. S 441b by making a corporate contribution
to your client.

In To set the record straight in this matter, the Commission
would like to take this opportunity to list those corporations
cited by the Commission in this matter as having violated
2 U.S.C. S 441b. They are as follows:

1) The Franklin Mint Corporation;
2) Acropolis Books Ltd.;
3) Market Opinion Research Co.;
4) American Medical Laboratories, Inc.;
5) National Direct Mail Services, Inc.;
6) Bailey, Duerdouff and Associates, Inc.;
7) Envelopes Unlimited, Inc.;
8) Datatel Incorporated; and
9) Civic Services Inc.

Should you have any questions, please call William E. Taylor,
the attorney assigned to this matter, at 523-4529.

Sincerely,

Charles N. Steele
General Counsel

* ~
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

March 30, 1981

CERTIFIED MAIL
REIURN RECEIPT REQUESTED

Mr. Roy Pfautch
Civic Services Inc.
314 North Broadway
St. Louis, Missouri 63102

Re: MUR 1180

Dear Mr. Pfautch:

CBased on information ascertained in the normal course of
carrying out its supervisory responsibilities, the Federal
Election Commission, on March 27, 1981 , found reason to

believe that the Civic Services Inc. violated 2 U.S.C. S 441b(a).
A report on the Commission's finding is attached for your
information.

In the absence of any additional information which demon-
strates that no further action should be taken against your
company, the Commission may find probable cause to believe
that a violation has occurred and proceed with formal concilia-
tion. Please submit any factual or legal material that you
believe to be relevant within ten (10) days. Of course, this
does not preclude the settlement of this matter through informal
conciliation prior to a finding of probable cause to believe,
if you so desire.

Should you have any questions regarding this matter, please
call William E. Taylor, the attorney assigned to this case, at
(202) 523-4529.

JtOHN WARREN McGARRY
Chairman

Enclosure
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FEDERAL ELECTION COMMISSION
WASHINGTON. D.C. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Roy Pfautch
Civic Services Inc.
314 North Broadway
St. Louis, Missouri 63102

Re: MUR 1180

Dear Mr. Pfautch:

CBased on information ascertained in the normal course of

carrying out its supervisory responsibilities, the 
Federal

Election Commission, on , found reason to
believe that the Civic Services Inc. violated 2 U.S.C. S 441b(a).
A report on the Commission's finding is attached for your
information.

In the absence of any additional information which demon-
strates that no further action should be taken against your
company, the Commission may find probable cause to believe
that a violation has occurred and proceed with formal concilia-
tion. Please submit any factual or legal material that you
believe to be relevant within ten (10) days. Of course, this
does not preclude the settlement of this matter through informal
conciliation prior to a finding of probable cause to believe,
if you so desire.

Should you have any questions regarding this matter, please
call William E. Taylor, the attorney assigned to this case, at
(202) 523-4529.

Sincerely,

Enclosure



Taylor

(202) 523-4529

SOURCE OF MUR: I N T E R N A L L Y G E N E R A T E D

BACKGROUND

The records of the Republican National Committee (R.N.C.)
show that the R.N.C. received funds from Civic Services Inc.
(Civic Services) in the amount of $1,500.00 for precinct lists
purchased by Civic Services from R.N.C.

FACTUAL BASIS AND LEGAL ANALYSTS

It is unlawful for any . . . corporation whatever
to make a contribution or expenditure in

connection with any election to . . . [Federal]
office. 2 U.S.C. § 441b(a).

The term "contribution or expenditure" is defined in 2 U.S.C.
§ 441b to include:

* . . any direct or indirect payment, distribution,
loan, advance or gift of money or any services
or anything of value . . . to any candidate,
campaign committee, or political party or organi-
zation, in connection with any election to [Federal
office].

The funds received by the R.N.C. from Civic Services in May
of 1977 are contributions made by Civic Services to the R.N.C.
even if the contributors received something of value. See Commis-
sion Advisory Opinions ("AO") 1979-76, 1979-17, 1978-46 and 1975-15.
It should be added that the evidence indicates that the corporation
did not realize they were making a contribution in contravention of
2 U.S.C. § 441b, but believed they were involved in an arm's length
business transaction. Moreover, if the R.N.C. had deposited the
funds received in thesetransactions in bank accounts opened and
used only for activities not within the jurisdiction of the Act,
there would be no prohibited contributions under 2 U.S.C. § 441b.
See AO 1979-17, pg. 7.

Based on the foregoing analysis, the Federal Election Commis-
sion has found reason to believe that Civic Services Inc. violated
2 U.S.C. § 441b.

FEDERAL ELECTION COMMISSION

NOTIFICATION OF REASON TO BELIEVE FINDING

DATE February 23, 1981 MUR NO. 1180

RESPONDENT Civic Services Inc. STAFF MFMBER(S) & TEL. NO.

m



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

Civic Services Inc.
Cities Services Company

MUR 1180

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal

Election Commission, do hereby certify that on March 27,

1981, the Commission decided by a vote of 5-1 to take the

following actions regarding MUR 1180:

1. Inform Cities Services of the fact that the
Commission's finding of reason to believe
of December 2, 1980, was entered in error.

2. Find reason to believe that Civic Services Inc.
violated 2 U.S.C. S 441b(a) for making a
corporate contribution to the Republican
National Committee.

3. Send the letters attached to the Memorandum
to the Commission, dated March 24, 1981.

4. CLOSE THE FILE as to Cities Services.

Commissioners Harris, McGarry, Reiche, Thomson and

Tiernan voted affirmatively; Commissioner Aikens dissented.

Attest:

Marjorie W. Emmons
Secretary of the Commission

Received in office of Commission Secretary:
Circulated on 48 hour vote basis:

3-24-81, 2:51
3-25-81, 11:00

I

DaV66



March 24, 1981

MEMORANDUM TO: Marjorie W. Emmons

FROM: Elissa T. Garr

SUBJECT: MUR 1180

Please have the 6tteched Memo distributed to the

Commission on a 48 hour tally basis. Thank you.



FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463 8P MR 2: 5

I I March 24, 1981

MEMORANDUM

TO: THE COMMISSION

FROM: CHARLES N. STEEL~~.
GENERAL COUNSE

SUBJECT: MUR 1180

on December 2, 1980, the Office of General Counsel
presented its First General Counsel's report to the Commission
in the above-referenced matter. Section IV of this report
(p. 9) lists funds received by the Republican National

- Committee (R.N.C.) from various corporations for the sale of
goods and services including Cities Services Company (Cities
Services). On this date, the Commission found reason to
believe that Cities Services violated 2 U.S.C. S 441b(a) by
making a contribution to the Republican National Committee
and Cities Services was so notified.

Recently, it has come to our attention that, as a
result of a transcribing error made during the audit, Cities
Services was listed erroneously as the corporation making
the $1,500.00 contribution in question; when in fact, the
corporation that actually made this contribution was Civic
Services Inc. of St. Louis, Missouri. Thus, it is the
the office of General Counsel's recommendation that the
Commission inform Cities Services Company of this error and
find reason to believe that Civic Services Inc. violated
2 U.S.C. § 441b(a) by making a corporate contribution.

RECOMMENDATION

1. Inform Cities Services of the fact that the Commission's
finding of reason to believe of December 2, 1980, was
entered in error.

2. Find reason to believe that Civic Services Inc. violated
2 U.S.C. § 441b(a) for making a corporate contribution to
the Republican National Committee.

3. Send the attached letters.

4. Close file as to Cities Services.

Attachments
1. Letter to Cities Services
2. Letter and notification to Civic Services
3. Letter to RNC.



FEDERAL ELECTION COMMISSION
WASHINGTON. D.C. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Charles J. Wardelich, President
Cities Service Company
Cities Services Building
Tulsa, Oklahoma 74102

Re: MUR 1180

Dear Mr. Wardelich:

This is to advise you that, as a result of information
received from your company and after conducting a further
investigation, the Commission has determined that its finding
of reason to believe of December 2, 1980 was entered into in
error; naturally this office regrets that such an error was
made. We apologize for any inconvenience this may have caused.
Accordingly the file in this matter, as it pertains to your
company, has been closed. Should you wish to submit any factual
or legal material to appear on the public record, please do so
within 10 days.

If you have any questions, please call William E. Taylor
at (202) 523-4529.

Sincerely,

Charles N. Steele
General Counsel
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FEDERAL ELECTION COMMISSION

NOTIFICATION OF REASON TO BELIEVE FINDING

DATE February 23, 1981 MUR NO. 1180

RESPONDENT Civic Services Inc. STAFF MEMBER(S) & TEL. NO.

Taylor

(202) 523-4529

SOURCE OF MUR: I N T E R N A L L Y G E N E R A T E D

BACKGROUND

The records of the Republican National Committee (R.N.C.)
show that the R.N.C. received funds from Civic Services Inc.
(Civic Services) in the amount of $1,500.00 for precinct lists
purchased by Civic Services from R.N.C.

FACTUAL BASIS AND LEGAL ANALYSTS

It is unlawful for any . . . corporation whatever
.0. to make a contribution or expenditure in

connection with any election to . . . [Federal]
office. 2 U.S.C. S 441b(a).

The term "contribution or expenditure" is defined in 2 U.S.C.
S 441b to include:

any direct or indirect payment, distribution,
7loan, advance or gift of money or any services

or anything of value . . . to any candidate,
campaign committee, or political party or organi-
zation, in connection with any election to [Federal
office].

The funds received by the R.N.C. from Civic Services in May
of 1977 are contributions made by Civic Services to the R.N.C.
even if the contributors received something of value. See Commis-
sion Advisory Opinions ("AO") 1979-76, 1979-17, 1978-46 and 1975-15.
It should be added that the evidence indicates that the corporation
did not realize they were making a contribution in contravention of
2 U.S.C. § 441b, but believed they were involved in an arm's length
business transaction. Moreover, if the R.N.C. had deposited the
funds received in these transactions in bank accounts opened and
used only for activities not within the jurisdiction of the Act,
there would be no prohibited contributions under 2 U.S.C. S 441b.
See AO 1979-17, pg. 7.

Based on the foregoing analysis, the Federal Election Commis-
sion has found reason to believe that Civic Services Inc. violated
2 U.S.C. § 441b.



FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Donald L. Ivers, Esquire
Republican National Committee
310 First Street, S.E.
Washington, D.C. 20003

Re: MUR 1180

Dear Mr. Ivers:

This is to inform you that the Commission's finding of
reason to believe that Cities Services Co. violated 2 U.S.C.

-- S 441b by making a corporate contribution was made in error.
In addition, on , 1981, the Commission found reason
to believe that Civic Services Inc. of St. Louis, Missouri
violated 2 U.S.C. S 441b by making a corporate contribution
to your client.

To set the record straight in this matter, the Commission
would like to take this opportunity to list those corporations
cited by the Commission in this matter as having violated
2 U.S.C. S 441b. They are as follows:

1) The Franklin Mint Corporation;
2) Acropolis Books Ltd.;
3) Market Opinion Research Co.;
4) American Medical Laboratories, Inc.;
5) National Direct Mail Services, Inc.;
6) Bailey, Duerdouff and Associates, Inc.;
7) Envelopes Unlimited, Inc.;
8) Datatel Incorporated; and
9) Civic Services Inc.

Should you have any questions, please call William E. Taylor,
the attorney assigned to this matter, at 523-4529.

Sincerely,

Charles N. Steele
General Counsel



jFEDERAL ELECTION COMMISSION
c c WASHINGION, DC 20463

MEMORANDUM TO: CHARLES STEELE

PROM: MARJORIE CH . EMONS/MARGARET CHANEY 1981

DATE: MARCH 12, 1981

SUBJECT: OBJECTION - MUR 1180 - Memorandum to the
Commission dated 3-12-81; Received in
OCS 3-12-81, 12:38

The above-named document was circulated on a 48

hour vote basis at 4:00, March 12, 1981.

Commissioner Tiernan submitted an objection at 4:43,

March 12, 1981.

This matter will be placed on the Executive Session

Agenda for Tuesday, March 17, 1981.



March 12, 1981

MEMORANDUM TO: Marjorie W. Emmons

FROM: Elissa T. Garr

SUBJECT: MUR 1180

Please have the attached Memo distributed tothe

Commission on a 48 bour tally basis. Thank you.

I-.



FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463 MAR12 P12: 38

MEMORANDUM March 12, 1981

TO: THE COMMISSION

FROM: CHARLES N. STEEL.///
GENERAL COUNSEL

SUBJECT: MUR 1180

On December 2, 1980, the Office of General Counsel
presented its First General Counsel's report to the Commission

01k in the above-referenced matter. Section IV of this report
(p. 9) lists funds received by the Republican National

sno Committee (R.N.C.) from various corporations for the sale of
goods and services including Cities Services Company (Cities
Services). On this date, the Commission found reason to
believe that Cities Services violated 2 U.S.C. S 441b(a) by
making a contribution to the Republican National Committee
and Cities Services was so notified.

Recently, it has come to our attention that, as a
Cresult of a transcribing error made during the audit, Cities

Services was listed erroneously as the corporation making
the $1,500.00 contribution in question; when in fact, the
corporation that actually made this contribution was Civic
Services Inc. of St. Louis, Missouri. Thus, it is the
the Office of General Counsel's recommendation that the
Commission inform Cities Services Company of this error and
find reason to believe that Civic Services Inc. violated
2 U.S.C. S 441b(a) by making a corporate contribution.

RECOMMENDATION

1. Inform Cities Services of the fact that the Commission's
finding of reason to believe of December 2, 1980, was
entered in error.

2. Find reason to believe that Civic Services Inc. violated
2 U.S.C. § 441b(a) for making a corporate contribution to
the Republican National Committee.

3. Send the attached letters.

4. Close file as to Cities Services.

Attachments
1. Letter to Cities Services
2. Letter and notification to Civic Services



FEDERAL ELECTION COMMISSION

NOTIFICATION OF REASON TO BELIEVE FINDING

DATE February 23, 1981 MUR NO. 1180

RESPONDENT Civic Services Inc. STAFF MFMBER(S) & TEL. NO.

Taylor

(202) 523-4529

SOURCE OF MUR: I N T E R N A L L Y G E N E R A T E D

BACKGROUND

The records of the Republican National Committee (R.N.C.)
show that the R.N.C. received funds from Civic Services Inc.
(Civic Services) in the amount of $1,500.00 for precinct lists
purchased by Civic Services from R.N.C.

FACTUAL BASIS AND LEGAL ANALYSTS

It is unlawful for any . . . corporation whatever
S. .to make a contribution or expenditure in

connection with any election to . . . [Federal]
office. 2 U.S.C. § 441b(a).

The term "contribution or expenditure" is defined in 2 U.S.C.
" § 441b to include:

. . . any direct or indirect payment, distribution,

loan, advance or gift of money or any services
or anything of value . . . to any candidate,
campaign committee, or political party or organi-
zation, in connection with any election to [Federal
office].

The funds received by the R.N.C. from Civic Services in May
of 1977 are contributions made by Civic Services to the R.N.C.
even if the contributors received something of value. See Commis-
sion Advisory Opinions ("AO") 1979-76, 1979-17, 1978-46 and 1975-15.
It should be added that the evidence indicates that the corporation
did not realize they were making a contribution in contravention of
2 U.S.C. § 441b, but believed they were involved in an arm's length
business transaction. Moreover, if the R.N.C. had deposited the
funds received in these transactions in bank accounts opened and
used only for activities not within the jurisdiction of the Act,
there would be no prohibited contributions under 2 U.S.C. § 441b.
See AO 1979-17, pg. 7.

Based on the foregoing analysis, the Federal Election Commis-
sion has found reason to believe that Civic Services Inc. violated
2 U.S.C. § 441b.



FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Charles J. Wardelich, President
Cities Service Company
Cities Services Building
Tulsa, Oklahoma 74102

Re: MUR :180

Dear Mr. Wardelich:

600-MThis is to advise you that, as a result of information

CV received from your company and after conducting a further
investigation, the Commission has determined that its finding
of reason to believe of December 2, 1980 was entered into in
error. Accordingly the file in this matter Jas it pertains to
your company has been closed. Should you wi'sh to submit any
factual or legal material to appear on the public record, please
do so.

If you have any questions, please call William E. Taylor
at (202) 523-4529.

Sincerely,

Charles N. Steele
General Counsel



FEDERAL ELECTION COMMISSION
WASHINGTON. D.C. 20463

S O s

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Roy Pfautch
Civic Services Inc.
314 North Broadway
St. Louis, Missouri 63102

Re: MUR 1180

Dear Mr. Pfautch:

(%V Based on information ascertained in the normal course of

carrying out its supervisory responsibilities, the Federal
('I Election Commission, on , found reason to

believe that the Civic Services Inc. violated 2 U.S.C. S 441b(a).
A report on the Commission's finding is attached for your
information.

UON In the absence of any additional informaiton which demon-
strates that no further action should be taken against your

company, the Commission may find probable cause to believe
that a violation has occurred and proceed with formal concilia-
tion. Please submit any factual or legal material that you
believe to be relevant within ten (10) days. Of course, this
does not preclude the settlement of this matter through informal
conciliation prior to a finding of probable cause to believe,
if you so desire.

Should you have any questions regarding this matter, please
call William E. Taylor, the attorney assigned to this case, at
(202) 523-4529.

Sincerely,

Enclosure
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FEDERAL ELECTION COMMISSION
WASHINGTON, 1)C 20463

MEMORANDUM TO:

FROM:

DATE:

SUBJECT:

CHARLES STEELE

MARJORIE W. EMMONS/JODY CUSTER

APRIL 8, 1981

REFERRAL OF LETTER FROM DAVENPORT AND
ASSOCIATES, P.C. REGARDING MUR 1180,
Letter dated April 8, 1981

The attached letter regarding the above-named iiiitter.']

was received in Chairman McGarry's office and then 4rwarded

to the Secretary of the Commission. It is provided. or your

action.

Attachment:
Letter (Hand-Delivered)
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DAVENPORT & ASSOCIATES, P. C.

ATTORNEYS AT LAW

611 MCLEAN OrrlCe CENTRE

684S ELM STREET

MCLEAN, VIROIIA 22101S

slo

William E. Ta,,lor, Esquire
Feoral Flection Commission
1325 K Street, N.W.
Washington, D. C. 20463

r.



DAVENPORT & ASSOCIATES, P. C.
ATTORNEYS AT LAW

6II MCLEAN OFFICE CENTRE

cv 64845 ELM STREET

MCLEAN, VIRGINIA 22101

HAND-DELIVERED

1%4r. John Warren McGarry
Chairman
Federal Election Commission
1325 K Street, N.W.
Washington, D. C. 20463

al APR B P2: 15



DAVENPORT & ASSOCIATES. P.,
ATTORNEYS AT LAW -

611 M¢CAN OPrICE CENTRE / Apn

6645 ELM STREET P p5
MCLEAN, VIRGINIA 9 1

DAVID M. DAVENPORT (703) 790-1262 1629 K STREET, N. W,
ROBERT J. DAVENPORT SUITE 520

eRucE V MEYER April 8, 1981 WASHINGTON. 0. C. 20006

HAND-DELIVERED

CI D

Mr. John Warren McGarry
Chairman
Federal Election Commission
1325 K Street, N.W.
Washington, D. C. 20463 0

Re: FEC File No. MUR 1180

Dear Mr. McGarry: C"

This firm represents Datatel, Inc., of 3700 Mount Vernon
Avenue, Alexandria, Virginia, in regard to the referenced matter.

We have received and reviewed a copy of your letter dated
February 23, 1981 to Mr. Kendrick, Chairman of our client. That
letter states that on December 2, 1980 the Commission found
reason to believe that Datatel, Inc. had violated 2 U.S.C.
§441b(a). The enclosed memorandum indicates that this conclu-
sion was based upon records of the Republican National Committee
("R.N.C.") which show that the R.N.C. received $6,521.50 from
Datatel, Inc. for the sale of computer time by the R.N.C. to
Datatel. The memorandum does not state the date(s) or time
period involved. To the best of our knowledge, Datatel was not
a party to that inquiry.

The memorandum summarily concludes that this alleged pay-
ment constitutes an illegal contribution by Datatel, Inc. to
the R.N.C. and cites several Commission Advisory Opinions in
support of its conclusion. We disagree and object to that con-
clusion.

Datatel, Inc. is a small closely held company engaged in
the business of data processing. Its principal offices are lo-
cated in Alexandria, Virginia. In the normal course of its
business it periodically purchases the use of comouter time from
parties who offer the same for sale. It negotiates for this time
and pays fair market value for it. Datatel did purchase some
excess computer time from the R.N.C. It did so in an arm's length
transaction and at fair market value. It did not intend to make



9 9
DAVENPORT & ASSOCIATES, P. C.

Mr. John Warren McGarry
Page Two
April 8, 1981

a gift or contribution of any kind in violation of the law. From
the Commission memorandum received it does not appear that the
Commission determined that this purchase was "in connection with
a Federal election." Certainly Datatel did not intend for its
payment to be in connection with such.

The Commission has found in its memorandum that "the corpora-
tion [Datatel] did not realize they (sic) were making a contribution
in contravention of 2 U.S.C. §441b, but believed they (sic) were
involved in an arm's length business transaction." We assert
that our client in fact was involved in an arm's length business
transaction. The situation here is clearly and easily distinguished
from those in Commission Advisory Opinions 1979-76, or 1979-17,
in that the cited situations deal with a plan of fund raisina by
the Republican National Committee, in the one case by selling books
and in the other by a credit card promotion. In this case, we do
not believe that the action of the R.N.C. was intended as a fund
raising plan. The computer time in question was an asset of the
Committee developed in the normal course of its operations and
primarily for its own use rather than to sell to others--a situation
recognized as distinguishable by the Commission in Advisory Opinion
1979-76.

Lastly, the Commission memorandum states that Datatel, Inc.
would not have liability if the R.N.C. had earmarked any funds
received and placed same in a separate account used for exempted
activities. While this suggestion might provide a satisfactory
resolution of the matter for the R.N.C., it provides little help
for Datatel, Inc., since it has no control over the R.N.C.'s use
or depositing of funds.

The Advisory Opinions we have reviewed are careful to state
that they relate "...to the specific factual situation" contained
in the request. We believe this is appropriate and fair since
otherwise unjust and unintended results could follow. Under the
circumstances, and for the reasons set forth hereinabove, it is
respectfully requested that the referenced matter be dismissed
as to Datatel, Inc.

Vrtr yours

D7{E/POP T ASTES, P.C.

DMD/mab a i M. Davenp rt
cc: William E. Taylor, Esq.

Federal Election Commission

Mr. Earl G. Kendrick, Jr., Chairman
Datatel, Inc.

Donald Ivers, Esq.
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Washington DC 20463

Dear Mr. Taylor,
Re: MUR 1180

Reference is made to Chairman McGarry's letter dated
February 23, 1981, wherein he stated that the Federal Election
Commission ("Commission") has found reason to believe that Market
Opinion Research ("MOR") violated 2 U.S.C. S44lb(a). The basis
of the Commission's finding is contained in a Report enclosed
with Chairman McGarry's letter which indicates that the records
of the Republican National Committee ("RNC") reflect that the RNC
received funds from MOR in the amount of $800 for a sample list
purchased by MOR from the RNC. The Report concludes that the
funds received by the RNC from Market Opinion are "contributions"
made by Market Opinion to RNC even if the contributors received
something for value. Based upon our discussions and a review of
the relevant facts of law several things are readily apparent.

First, it appears that this transaction is a minor part
of a rather extensive Commission investigation into contested
business dealings among various corporations and labor unions
with the RNC during the 1976 campaign. MUR 1180 forms only one
small part of the larger investigation and is based merely upon a
review of the Committee's books, which have identified a payment
by MOR to the RNC above a threshhold dollar amount. There are no
other facts and circumstances to support the Reason to Believe
finding of the Commission.
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Second, it is clear from a reading of the Advisory
Opinions cited by the Commission in its own Report that this
proceeding must be dismissed as to MOR. The transaction was
clearly an ordinary and normal business transaction arived at
following arms-length negotiation between RNC and MOR.

The facts relating to this situation are quite simple.
MOR sought to purchase a list of California Republican County
Chairmen in certain counties in connection with a business pro-
ject they had undertaken. MOR is, of course, a noted national
polling organization involved in political market research on
behalf of candidates, political parties and committees. An
authorized official of MOR has advised me that the company had
been retained at that time to conduct a study of registered
Republicans in the State of California on behalf of a Republican
gubernatorial candidate running in the 1976 primary campaign.
Accordingly, in order to conduct their survey on behalf of their
client, they contacted the RNC in order to obtain a sample list
of registered California republicans in 28 counties. The RNC
agreed to sell such a list to MOR. The list had been developed
by the RNC in the normal course of its operations and had been
compiled primarily for its own use rather than for resale. The
value of the list was determined in accordance with normal com-
mercial practice regarding the sale of lists within the polling
community and that transaction merely constituted a lawful com-
mercial transaction which was valued at the usual and normal
charge.

Moreover, the instant case did not involve a situation
in which a committee was seeking to increase its cash flow or
intended to involve the participation of corporations in fund-
raising activities on behalf of the political committee. It did
not involve the sale of items which were specifically acquired or
developed for general fundraising purposes -- such as the sale of
books or contributor lists. As noted above, the California
Republican lists sample was an asset, the value of which was
developed by the Committee in the normal course of its operations.
These lists were acquired by the RNC primarily for its own use
rather than to sell to others. At the request of a bona fide
Republican marketing organization, which sought the list for a
specific business purpose, the RNC agreed to sell such list
sample to MOR at the usual and normal rate. I have been assured
by representatives of MOR that the amount paid represented the
fair market value for such a list of names at that time and the
RNC has confirmed that they assume the bill they issued was
figured at average prices at that time.
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Neither the Act nor Commission Regulations prohibits
political committees from engaging in ordinary and normal busi-
ness practices. The Commission's Regulations allow any lawful
commercial transaction between political committees and corpor-
ations as long as these transactions are valued at their usual
and normal charge (see 11 C.F.R. Si00.4(a)(i)(iii)). In fact,
the Commission has specifically approved the the commercial sale
of membership lists by a political committee. (Advisory Opinion
1979-18)

In sum, it appears that the fears raised is the descent-
ing opinion of Vice Chairman Friedersdorf and Commissioner
Aikens in Advisory Opinion 1979-17 were well founded and that MOR
has been caught up in a "dragnet" of circumstance surrounding an

- internally generated review and audit of the books and records of
the RNC. There is no foundation in either law or fact for
concluding that MOR has made any contribution to the RNC by the
purchase of a sample mailing list for a bona fide business pur-
pose at a usual and normal charge.

MOR has already expended considerable time, effort and
money in attempting to review the facts and circumstances sur-
rounding this transaction which occurred many years ago. The
purpose of the Act is not to impede or adversely affect normal
business operations of companies involved in the political pro-
cess with either parties, candidates or pollsters. When an error

':7 of this magnitude is made, I believe that it is important that
the situation be rectified as quickly as possible. Accordingly,
I respectfully request that this proceeding be dismissed immedi-
ately as to MOR.

If you have any further questions, please do not hesi-

tate to telephone me.

Sincerely,

Robert P. Visser

cc: R. Teeter
M. Lukens
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Republican
National
Committee
Donald L. Iver*
House Counsel

E. Mark Braden
Deputy House Counsel

May 15, 1981

Charles Steele
General Counsel
Federal Election Commission
1325 K Street, N.W.
Washington, D. C. 20463

RE: MUR 1180

I'-)

C-23

Dear Mr. Steele:

Enclosed is our response to your letter of February 23, 1981,

regarding MUR 1180.

If you have further questions concerning our response, please

do not hesitate to contact me.

Very truly yours,

E. Mark Braden /
House Counsel

EMB: j d

Enclosures

cc: Chairman Richard Richards

Dwight D. Eisenhower Republican Center: 310 First Street Southeast, Washington, D.C. 20003. (202) 484-6500.

ft t1MAY18 A 9: 3
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FEDERAL ELECTION COMMISSION

FEDERAL ELECTION COMMISSION

(Complainant)

V.

REPUBLICAN NATIONAL COMMITTEE -

(Respondent)

RE: HTJR 1180

The Republican National Committee, by and through counsel, in response
to the above-captioned, internally generated MUR, states as follows:

1. Complainant is barred from further proceedings against this
respondent in this case in connection with any and all incidents cited in
Complainant's Notification of Reason to Believe Finding and Subsequent
Materials which occurred on or before February 22, 1978. 2 USC Section 455.

2. Complainant, in addressing the issue presented by transactions
pursuant to a contractual agreement between the Republican National Committee
and Franklin Mint Corporation, dated August of 1976, relies, for its finding
that the income received by the Republican National Committee pursuant to
that agreement constitutes contributions in violation of 2 USC Section 441b(a)
upon an advisory opinion rendered by complainant on July 19, 1979. Advisory
Opinion 1979-17. Such reliance is inappropriate in that AO 1979-17 set out
guidelines which did not exist prior to that time and which are contrary to
the letter and spirit of the Federal Election Campaign Act of 1971, as
amended. Likewise, complainant's reliance upon Advisory Opinions 1976-50
and 1978-46 is inappropriate. Advisory Opinion 1976-50 deals with a situ-
ation involving contributions to candidates and not a situation involving
the generation of income from "non-exempt functions" - taxable income.
Advisory Opinion 1978-46, also relied upon by complainant deals with a State
Party Convention involving, in part, federal candidates, and not a commercial
transaction entered into for the purpose of generating income from "non-
exempt functions" - taxable income.

3. Complainant relies upon the same support with respect to the
contractual relationship between the Republican National Committee and
Acropolis Books, Ltd., as it does for its position with respect to the
relationship between the Republican National Committee and Franklin Mint
Corporation. Counsel for respondent has reviewed the agreement between the
authors of the book in question, REPUBLICAN HUMOR, Acropolis Books, Ltd.,
and the Republican National Committee. A copy of that contract is attached
hereto as Exhibit A. A careful reading of that contract reveals significant
differences between the terms of that particular agreement and the terms of
the agreement between the Republican National Committee and Franklin Mint

SCorporation. It would appear from the terms of the contract, that the
Republican National Committee is placed more in the position of a third party
beneficiary than in the position of a party to the contract in that, under
the terms of the agreement, it is to receive royalties that would usually
accrue to the individual authors, Stephen J. Skubik and Hal E. Short, if the
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Republican National Committee were not a party to the agreement. Therefore,

amounts received by the Republican National Committee pursuant to the terms

of this agreement would constitute individual contributions rather than
corporate contributions. Alternatively, of course, the Republican National

Committee, as a party to the contract, lends much more than merely its "good

will and the reputation of its national leadership to promote a commercial
enterprise." Under the terms of the agreement, the Republican National

Committee is to assist in obtaining material for the book and to assist in

promoting sales of the book within the Republican Party. In return for these

services, the Republican National Committee is to receive payment in the form
of royalties. Neither of the positions discussed here is meant to diminish
respondent's reliance upon the statute of limitations in this particular
instance since the contract was entered into and the income received prior
to February 22, 1978. Should complainant persist in its reliance upon the
same support in connection with this instance as relied upon in connection
with the transaction between the Republican National Committee and Franklin

Mint Corporation, respondent would then incorporate into this paragraph, by

reference, its arguments as set forth in the preceding paragraph.

4. Complainant, in its Notification of Reason to Believe Finding,

states that the Republican National Committee "deposited into its operating
account funds in the amount of Twenty-four Thousand Two Hundred Six Dollars
and Forty-eight Cents ($24,206.48) it received from sixty-six corporations
and one labor organization." The initial Notification of Reason to Believe
Finding contained no further support for this bald allegation and, in fact,
failed to list any of the "sixty-six corporations and one labor organization"
allegedly involved in the matter. Counsel for respondent was initially

advised that that information would be unavailable to him due to the "confi-
dential nature" of proceedings in connection with a Matter Under Review.

However, having, apparently, reconsidered that position, General Counsel,
on March 5, 1981, and again on March 30, 1981, condescended to supply respon-
dent with a list of alleged corporate contributors. From this list, General

Counsel has seen fit to cite nine corporate entities, charging them with

violations of 2 USC Section 441b. The corporate entities are as follows:

(1) The Franklin Mint Corporation

(2) Acropolis Books, Ltd.

(3) Market Opinion Research Company

(4) American Medical Laboratories, Inc.
(5) National Direct Mail Services, Inc.

(6) Bailey, Deardourffand Associates, Inc.

(7) Envelopes Unlimited, Inc.
(8) Datatel, Incorporated
(9) Civic Services, Inc.

5. Counsel for respondent will address the situation with
respect to each of the corporate entities in the order in which they are
listed above:

(1) Franklin Mint Corporation - See discussion in pre-

ceding paragraph #2.

(2) Acropolis Books, Ltd. - See discussion in preceding
paragraph #3.

(3) Market Opinion Research - Market Opinion Research

is alleged to have made an illegal corporate contribution to the Republican
National Committee by purchasing a copy of the REPUBLICAN ALMANAC from the
Republican National Committee in 1977, for the sum of Fifteen Dollars ($15.00)
Market Opinion Research is also accused of having made an illegal corporate

I-
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contribution in February, 1978, by purchasing a computer list for the sum
of Eight Hundred Dollars ($800.00). The REPUBLICAN ALMANAC has been published
by the Republican National Committee since 1973 and was developed by the
Committee in the normal course of its operations, primarily for its own use
and for the use of Party members, and was not specifically acquired or
developed for general fund raising purposes. See Advisory Opinion 1979-76.
The list purchased by Market Opinion Research is, likewise, an asset, the
value of which was developed by the Committee in the normal course of its
operations, primarily for its own use rather than for sale to the public.
The Republican National Committee is a rather large purchaser of lists, but
does not now and has not in the past engaged in the practice of selling its
lists on a commercial basis. See AO 1979-76. Thus, an RNC list such as
that purchased by Market Opinion Research Company would not be identical or
"tanalogous to a 'membership list commonly offered or used commercially."'
See AO 1979-18.

(4) American Medical Laboratories, Inc. - American
Medical Laboratories is charged with having made an illegal corporate contri-
bution to the Republican National Committee by purchasing from the Republican
National Commit tee computer hardware for the sum of Eleven Thousand Dollars
($11,000.00). This transaction involved arms length negotiations for the
sale of computer hardware at a price "no greater than the usual and normal
charge for those specific materials." See AO 1979-24. This transaction
occurred at a time when the Republican National Committee was in the process
of purchasing a new computer and found that it had on hand computer components
that were either unnecessary for, or not compatible with, the new computer.
Therefore, a purchaser for those components was sought.

(5) National Direct Mail Services, Inc. - National Direct
Mail Services, Inc., is charged with having made a corporate contribution in
the amount of Fifteen Dollars ($15.00) as a result of the purchase of a copy
of the REPUBLICAN ALMANAC and for having purchased, on two occasions, enve-
lopes in the amount of Two Hundred Dollars ($200.00) and Four Hundred Eighty
Dollars ($480.00). The transaction with National Direct Mail Services, Inc.,
with respect to the REPUBLICAN ALMANAC is identical to the transaction
entered into with Market Opinion Research Company with respect to this
publication. Respondent's position with respect to that transaction is set
forth in the discussion of the similar transaction involving Market Opinion
Research. With respect to the purchase of envelopes, it should be noted
that National Direct Mail Services, Inc., has, for a number of' years, con-
tracted with the Republican National Committee to perform direct mail func-
tions. National Direct Mail Services, Inc., also performs direct mail
functions for many other clients. In connection with the transactions in-
volved herein, National Direct Mail Services, Inc., developed a requirement
for a special type of envelope in connection with the preparation of a mail-
ing on behalf of a client other than the Republican National Committee. When
National Direct Mail Services, Inc., contacted their envelope supplier, they
were advised that the Republican National Committee had, on hand, a supply
of that type of envelope and that that supply was in excess of the needs of
the Republican National Committee. Therefore, National Direct Mail Services,
Inc., contacted the Republican National Committee and purchased from them
the excess envelopes at the same price that was paid to the supplier by the
Republican National Committee. This was, thus, a purchase of excess
materials at a price "tno greater than the usual and normal charge for those
specific materials." See AO 1979-24.
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(6) Bailey, Deardourff & Associates, Inc., and Bailey,

Deardourff & Eyre, Inc. - Bailey, Deardourff is charged with having made

an illegal corporate contribution in the amount of Eighty-five Dollars

($85.00) as a result of the purchase of information developed in the normal

course of the business of the Republican National Committee, another in

the amount of Fifty Dollars ($50.00) for the purchase of a precinct list

and yet another in the amount of Seven Hundred Fifty Dollars ($750.00) for

the purchase of a computerized listing known as a "PIPS," Precinct Informa-

tion Priority System, computerized precinct information developed by the

Republican National Committee in the normal course of its operations and

primarily for its own use, rather than for sale to others. See AO 1979-76.

(7) Envelopes Unlimited, Inc. - Envelopes Unlimited is

charged with having made an illegal contribution in the amount of Eight

Hundred Twelve Dollars and Fifty Cents ($812.50) having paid that amount

for "computer services." The Republican National Committee owns, as part

of its normal operations, a large and sophisticated computer facility. On

occasion, that computer facility is not utilized to its fullest extent by

the Republican National Committee and other Republican organizations.

Therefore, in an effort to make maximum utilization of a sophisticated and

expensive facility, the Republican National Committee will offer the use of

its facility to other organizations, much as it would offer left over cam-

paign materials, etc., to other organizations at fees "no greater than the

usual and normal charge for those specific materials [computer time, etc.]."

See AO 1979-24. To do otherwise would be wasteful and could subject the

Chairman of the Republican National Committee to censure for poor management

practices. The Chairman has fiduciary obligations to the Republican National

Committee. The failure of the Chairman to properly and reasonably utilize

the assets of the Committee could be considered a breach of his responsi-

bilities and could subject him to personal liability. Under the theory

apparently being propounded by complainant's office of General Counsel, any

political committee having excess assets, regardless of their nature, will

be required either to sell them to private individuals, contribute them to

charity or waste them. Few private individuals have a need for excess

materials developed by the Republican National Committee or for computer

time. The Republican National Committee does, on occasion, provide some

services to charitable organizations, but the demand for such services by

charitable organizations is rare. To waste those assets is, at minimum, poor

management and possibly a serious breach of a legal responsibility.

(8) Datatel, Inc. - Datatel is charged with having made

illegal corporate contributions to the Republican National Committee in the

amounts of Four Hundred Twenty-two Dollars and Fifty Cents ($422.50), Three

Hundred Seventy-five Dollars and Fifty Cents ($375.50), Nine Hundred Eighty-

nine Dollars and Ninety Cents ($989.90), Nine Hundred Forty-six Dollars

and Eighty Cents ($946.80), Twelve Hundred Fifty-Five Dollars and Eighty

Cents ($1,255.80), Twenty-five Hundred Thirty-one Dollars and Fifty Cents

($2,531.50), and Three Hundred Ninety Dollars ($390.00). In all instances,

these payments were made for computer time considered by the Computer

Services Division of the Republican National Committee to be excess or

left-over and provided to Datatel, Inc., at a price "no greater than the

usual and normal charge." See AO 1979-24.

(9) Civic Services, Inc. - Civic Services, Inc., is

charged with having made an illegal corporate contribution in the amount of

One Thousand Five Hundred Dollars ($1,500.00), the amount paid for the

purchase of precinct lists, a computerized listing developed by the Republican

National Committee in the normal course of its operations and primarily for

its own use rather than for sale to others. See AO 1979-76.

I-
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Respondent's review of the entire listing of alleged corporate con-

tributors to the Republican National Committee reveals that thosecorporations

cited by complainant are representative of the types of transactions or

relationships involved throughout the entire list. Therefore, with respect

to those cited as well as to those other corporations listed, respondent

would admit receipt of the funds indicated but denies that any funds re-

ceived were in the form of contributions. Funds received in connection

with the transactions listed were, rather than contributions, income from

non-exempt functions as provided for and permitted under Section 527 of

the Internal Revenue Code. The funds were received, reported to the Federal

Election Commission as other than contributions and taxes, as required by

the Internal Revenue Code, were paid on the amounts received. All funds

received were the result of attempts to apply sound business management

principals to a large and relatively sophisticated organization. The result

was the production of taxable income which was duly recorded and reported.

None of this was done with an intent on the part of any of the organizations

involved, including the Republican NationalCommittee, to circumvent the

IFederal Election Campaign Act. -

Respondent respectfully requests that MUR 1180 be dismissed without

further action.

Respectfully submitted,

EMARK BRADEN, House Counsel
Republican National Committee

--- II IM -0 - ---- m0 - M- M - -I -I
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AGREEMENT made this r/Zday of August, 1975,

between Stephen J. Skubik, whose address is 1725 DeSales

Street, NW, Washington, D.C., and Hal E. Short, whose

address is 1522 K Street, NW, Washington, D.C. (Authors):

the Republican National Committee, 310 First Street, SE,

Washington, D.C. (Committee); and Acropolis Books, Ltd.,

2400 17th Street, NW, Washington, D.C. (Publisher):

WITNESSETH

In consideration of the mutual covenants herein

contained the parties agree as follows:

1. The Authors hereby grant and assign to the

Publisher and its successors, representatives and assignees,

during the full term of the copyright and all renewals

thereof, the full, sole and exclusive right to print,

publish and sell under its own name:

REPUBLICAN HUMOR

(hereinafter called the Work) which title may be changed

only by mutual consent in writing.

2. The Authors represent and guarantee to the

Publisher that they are the sole authors of the said Work,

that they are the owners of all the rights granted to the

Publisher hereunder, that the said Work is original, has

not been previously published in book form, and is not

In the public domain; that it contains no libelous, obscene

or other unlawful matter; and that it in no wise infringes

,pon the copy ripht or violates the right of privacy or

any other right of any person or party whatsoever, and

they akree to hold the Publisher harmless against any

recovery finally sustained in any suit which may be

brought or had against the Publisher, by reason of a

IMAyI8 AS9 35
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THE
MANUSCRIPT

P U BLIICAT ION
OF TE WORK

violation of any proprietary right or copyri,)ht, or

because of any libelous, obscene or other unlawful matter

contained in the said Work.

3. The Authors agree to deliver a completed

manuscript copy of the said Work, ready for typing, con-

taining works and cartoons equivalent to 196 na:,es of

printed material, not later than the 15th of October, 1975.

If the Authors fail to deliver such copy by said date the
Publisher may terminate this agreement by giving written

notice to the Authors to such effect. The Publisher and

Authors may, by mutual consent in writing, establish a

new deadline for delivery.

4. The Publisher shall, upon receipt of a

manuscript, have the right and sole discretion to resect

the Work for any reason, or to request changes or additions

to it. The Authors may refuse to make any such changes or

additions to it, and in such event this agreement shall be

terminated. The Publisher shall within three months after

the Authors have delivered a complete and satisfactory

manuscript, publish said Work at its own expense and in

such style and manner as it deems best suited to the sale

thereof, and advertise and promote the sale thereof as

and to the extent it deems best. The Publisher will use

all customary means to promote and market the Work

throughout the United States.

The expenses for which the Publisher shall be

responsible, in addition to all others involved in

publication, distribution, and promotion, include:

artist's fees; costs of editing, typing, collating,

proofreading and make-up by the person or persons enr-aged

by the Authors; secretarial and mailing services supplied

by the Committee to obtain material for the book and

subsequently to help promote within the Republican Party

the sale of the book. The artist's fees and editing,

typing, collating, proofreading, and make-up costs will

v~2
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THE
COPYRIGHT

USE OF
COPYRIGHT
MATERIAL

ADDT LICKAL
..A hRIAL

be paid by the Publisher prior to the release of the book,

such fees and costs to be considered advances against the

royalties. The~secretarial and mailing services supplied

by the Comrrnittee will be rrursed-by the-Publisher byq,

del-ive nebook--for each-three__dollars-I-fexpenses

-d-expenses -to becharged against the promo-

t~onal exrpenes as per Paragraph 10.

5. The Publisher, upon first publication of

the Vork, agrees to apply for copyright in the name of

Stepheri J. Skubik in the United States of America and

under the Universal Copyright Convention 1-n--the-exclusive $

tLrritory- specified in Paragraph l, and to imprint the

copyrigcht notice required by law in each copy of the Work.

Stephen J. Skubik, using forms acceptable to the Publisher,

agrees to furnish the Publisher promptly with any author-

ization or other document necessary to carry out the

provisions hereof.

The Publisher shall, upon the termination of

the first term, make timely application for renewal of

copyricht under then existing United States Copyright

Law.

6. If the Work includes excerpts of materials

presently under copyright, the Authors, using forms
ccentable to the Publisher, will obtain written per-

mission from the owners of such copyrights to print the

7. The Authors agree to prepare and deliver,

ion-o wth the manuscript: Title page, preface or fore-

word, tab-e of contents and/or index, and complete and

r::" 'c, rall illustrations rroperly prepared for

r ro t-on.

-he.__ublisher shall furnish the Authors

a p'co o the '.ork which, except for such reason-

aI e 2-..,s in styling as are required by the Publisher,

ST,
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ROYALTIES,
AND SHARE
OF PROCEEDS

conform to the ciI t ed manuscr it a?1s ne:b't1.ea -

Authors, unless chancred by mutual consent. The £uthors

agree to return such proof to the Publisher witI 'er

corrections within ten days of the receit theeof b-

them.

9. The Publisher agrees that the retail n , ce

of this Work will be Four Dollars and cinety-Five cerlt3

($4.95) and royalties will be paid to the Authors and

the Committee on the following schedules:

A. On sales through the Republi ?an a!tional

Committee, a royalty upon all C(2".es of

the Work sold and paid for: in the ,-xclu, -

territory snecified In Para-, iFh -

I) Thirty Cents ($0.30) per book to

Stephen J. Skubik until such time as

all of his out-of-pocket costs of

creating the book are recovered;

ii) Twenty-five Cents ($0.25) per book

to Hal Short;

iii) Two Dollars and 'wenty-five Cents

($2.25) per book to the Committee,

as long as Stephen J. Skubik shall

receive Thirty (30) Cents per book,

thereafter Two Dollars and Fifty-

five Cents ($2.55) per book to the

Committee;

Iv) All orders from the Committee and

Republican organizations shall be

accompanied by check for the full

retail price.

B. On sales through the normal book trade

distribution channels, a roy,-lty upon

all copies of the Work sold and paid Cor

in the exclusive territory specified in

Paragraph 1:
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I) Ten Cents ($0.10) per book to

Stephen J. Skubik until such time

as all of his out-of-pocket costs

of creating the book are recovered;

11) Twenty-five Cents ($0.25) per book

to Hal Short;

III) One Dollar ($1.00) to the Committee,

and One Dollar and Ten Cents ($1.10)

after Stephen J. Skublk has recovered

his expenses.

C. The following shall be considered as subsi-

diary rights: sales to book clubs, publi-

cations by another publisher- publication

of the Work in a paperbou heap edition,

serial rights before and after book publica-

tion, dramatic and/or motion picture rights,

translations, digests, abridgements, selec-

tions, anthologies, and mechanical, visual

(such as microfilm and microprint), or sound

reproducing and recording rights (including

television and broadcasting), and adaptations

of said Work for commercial use. Subsidiary

rights to publish are to be arranged by mutual

consent of the Authors, Publisher and the

Committee. The division of receipts from the

sale of subsidiary rights shall be Forty per-

cent ('10%) to the Committee, Thirty percent

(30%) to the Publisher and Thirty percent (30%)

to the Authors, i.e. , Ten percent (10,) to Hal

Short, Twenty percent (20T) to Stephen J. Skubik

until his out-of-pocket costs of creating the

book are recovered, then his 20' will be added

to the CoT- mlttee. All compensation from sales of

the .ork under this Paragraph shall be excluded
/from the computation of the royalties payable '.

p~uted an d shown senarately in reports f 'ethe

Publishe±r :.nJ/or A, thors.



P R ' 1.,OT ION

FREE
COPIES

REPORTS
AND
PAYMENTS

TERMINATION
AND
R3EVERSION

F RIGHTS

D. Mo royalties shall be payable o1 ree ceoles

fur:Ashed to the Authors or tc -the Ccmmittce,

or on copies for review, sample, or other

similar purposes.

10. The Authors will take the Work to the national

nrint, T. V., and radio press for ii.aximum publicity in. udlnr.

talk shows, known comedians, etc. The Comm-14-e wl.I1b-i in

all state, county, and city Republican Committee officials,

and in addition will publicize the Work through State

Republican publications, Young Republicans, Women's Feder-

ation, etc. One Dollar ($1.00) per book sold by the

Publi3her (under the provisions of Paragrarh 9A) shall be

remitted by the Publisher to the Committee to cover these

oronmotlonal expenses of the Authors and the Corn.ittee, on

sales made through the National Committee but not or salus

through normal book distribution channels referred to in

Paragraph 9B. The Committee shall be the final judge of

the legitimacy and necessity of promotional expenses and

shall reimburse such expenses from this promotional fund.

After the reimbursement of all said expenses, the balance

of such fund shall be credited to the Committee as additional

royalties under this agreement.

11. The Publisher agrees to present to each

Author 100 copies of the Work and to the Committee 1,000

copies of the Work for promotional purposes, such costs

to be charges against the promotion fund sper Paragraph 104

12. The Publisher will report on the sale of

the Work in February and July of each year for the six

month period ending the prior December 31 and June 30

respectively on sales to the Committee, and in M"larch and

September on sales made through trade channels. With each

report of sales, the Publisher will make settlement for

any balance of royalties due.

13. a) In the event that the Work shall at any

time be out of print, the Authors may give notice thereof

to the Publisher and in such event the Publisher shall declare

ear
Ok -) -q, o s s- s 1 03
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within sixty days in writing whether or i-ot he intenls to

bring out a new printing of the Work within six months.

Failure to reprint the Work within six months after recelpt

of the Authors' notice shall cause all riL-hts herein gfranted

to revert to the Authors at the expiration of said period

without further notice.

b) If the Publisher shall, .iur ing th~e exist-

ence of this agreement, default in the making of payment as

herein provided; if the Publisher shall fail to corrply with

or fulfill with other terms and conditions hereof; or In

the event of bankruptcy, this agreement shall terminate and

the rights granted herein to the Publisher shall revert to

the Authors and Committee. In such event all payments

theretofore made to the Authors and Committee shall belong

to the Authors and Committee without prejudice to any ether

remedy which the Authors and Committee may have.

c) Upon the termination of this agreement

for any cause, all rights granted to the Publisher revert

to the Authors and Committee for their use at any time, and

the Publisher shall return to the Authors all property

originally furnished by the Authors. The Authors shall

have the right in such instance to purchase the plates,

if any exist, from the Publisher at their metal value, and

any or all of the remaining sheets or copies at a price

not to exceed 50% of the manufacturing costs, exclusive of

overhead.

14. The Authors agree that during the term of

this agreement they will not, without the written permission

of the Publisher, publish or permit to be published any

material in book or pamphlet form, based on the Praterial

in the Work, which is reasonably likely to interfere with

its sale.

15. If a petition in bankruptcy should be filed

by or against the Publisher, of if it shall be judged in-

solvent by any court, or if the Publisher shall liquidate

its business for any cause whatsoever, this agreement shall

CON.FLICTIN G
PUBLICATION

INSOLVENCY

I
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ARBITRATION

WAIVER

terminate automatically and without notice, and all richts

granted hereunder shall thereupon revert to the Authors

and to the Committee.

16. Any controversy or claim arisinp out of

this agreement or the breach thereof, with the excention

of a failure to pay royalties, shall be settled by arbi-

tration in accordance with the rules of the American

Arbitration Association then obtaining, and judgement upon

any award may be entered in the highest court of the forum,

State or Federal, having jurisdiction. Such arbitration

shall be held in the City of Washington, D.C., unless other-

wise agreed by the parties.

This agreement shall be construed and interpreted

according to the laws of the District of Columbia, and

shall be binding upon the parties hereto, their heirs,

successors, assigns, and personal representatives.

17. A waiver of any breach of any of the terms or

conditions of this agreement by any of the parties thereto,

shall neither be deemed a waiver of any repetition of such

breach nor in any wise affect any other terms or conditions

of this agreement; shall be valid or binding unless it shall

be in writing, and signed by the parties.

IN WITNESS WHEREOF, the parties hereto have set

their hands and seals at Washington, District of Columbia,

the day and year first written above.

BY:( I < 4-

' ' ~ .A f~ I rd

BY / :} ,

i
r ' PD

PUBLISHER

' . -. .. .

99

AUTHOR j

BY:

'Alt'f

?'-~' ~

AUTHOR

BY:

REPUBLICAN NATIONAL COMMITTEE

ow
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"Republican National Committee.
310 First Street Southeast, Washington, D.C. 20003.

Charles N. Steele, Esq.
General Counsel
Federal Election Commission
1325 K Street, N.W.
Washington, D. C. 20463



CIVIC SERVICE INCORPORATED
SUITE 960

314 NORTH BROADWAY

SAINT LOUIS, MISSOURI 63102

AREA CODE 314-436-4165

ROY PFAUTCH
poI[SIOrNT

April 16, 1981

William E. Taylor, Esquire
Staff Attorney
Federal Election Commission
1325 'K' Street, N. W.
Washington, D. C. 20463

Re: MUR 1180

Dear Mr. Taylor:

I am president of Civic Service, Inc., a respondent in
Matter Under Review ("MUR") 1180. Pursuant to the requirements
of 11 C.F.R. S. 111.23, I hereby advise the Federal Election
Commission ("FEC") that I will be represanted in MUR 1180 by
William H. Schweitzer and Jan W. Baran of the law firm of Baker
& Hostetler in Washington, D. C.

N-j" The firm's address is 818 Connecticut Avenue, N. W.,
Washington, D. C. 20006 and its telephone number is 202/861-1500.

(I authorize Mr. Schweitzer and Mr. Baran to receive on behalf of
Civic Service, Inc. any and all notifications and other commun-
ications from the FEC.

Very truly yours,

Roy P h

President

Civic Service, Inc.
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CIVIC SERVICE INCORPORATED

C SUITE 960
314 NORTH BROADWAY

qrS%..INT LOUIS, MISSOURI 63102

REQ D
NO$

113514

71,1
/Ii !

William E. Taylor, Esquire
Staff Attorney
Federal Election Commission
1325 'K' Street, N. W.
Washington, D. C. 20463



BGDKS LTD

I shiriky LC 2 8
(202)i 387-6805

April 14, 1981

William E. Taylor, Esq.
Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463

RE: MUR 1180

Dear Mr. Taylor,

In reply to the letter of John Warren McGarry
Ndated February 23, and that of Charles N. Steele

dated March 27, we submit the followings

It was never our intent to make a donation.
We simply carried out our contractual obligation as
stipulated in the Author/Publisher Book Contract.

We respectfully request that the case be dropped
for the reason stated above, and as further detailed in
our letter of March 12, 1981.

Sincerely,

Alplons J. Hackl /

Publisher

AJH/j Ip



ACROPOLIS BCKS LTD

William E. Taylor, Esq.
Federal Election Commision
1325 K Street, N.W.
Washington, D.C. 20463

C !)



FEDERAL ELECTION COMMISSION
WASHINGTON, D C, 20463

MEMORANDUM TO: CHARLES STEELE

FROM: MARJORIE W. EMMONS/JODY CUSTER

DATE: APRIL 14, 1981

SUBJECT: REFERRAL OF LETTER R A2ING
MUR 1166 and MUR

The attached letter regarding MUR 1166 and MUR 1180

tI./ was received in the Chairman's Office and then presented

to the Secretary of the Commission. It is provided for

your action.

Attachment:
Letter from James P. Mercurio,
dated April 13, 1981

21' ~
7A~
''I

(
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Arent, Fox, Kintner Plotkin & Kahn
Federal Bar Building. 1815 H Street, N.W.
Waahington D.C. 20006
IbboWmm: (t)m 8574oo

CahleARFOX IN=WU U87t ITTr44066 i APR 1 4 P 12: 1
James R Mercurio
(202) 857-6092

April 13, 1981

BY HAND 71

Honorable John Warren McGarry
Chairman
Federal Election Commission
1325 K Street, N.W.
Washington, D. C. 20463

Re: Franklin Mint Corporation
MUR 1166 and MUR 1180

Dear Mr. McGarry:

We are counsel for Franklin Mint Corporation in the
above matters.

Franklin Mint recently has been advised that the
Commission has found reason to believe that it violated
2 U.S.C. §441b(a) by making certain payments to the Re-
publican National Committee and the Democratic National
Committee in 1976. The payments in question -- which a-

Mmounted to approximately $30,000 for each committee -- were
made pursuant to contractual arrangements under which medals
that were designed, minted and sold by Franklin Mint were
designated by each committee as its Official Presidential
Campaign Medal and Franklin Mint was authorized to refer to
such designation in its advertising of the medals. The con-
tract with each committee also provided that Franklin Mint
would pay a royalty equal to 15 per cent of its sales, with
a minimum guaranteed royalty of $30,000, and provide a quan-
tity of medals equivalent in retail value to $5,000.

In the Notification of Reason to Believe Finding,
the Commission states the following conclusion with respect
to these arrangements:

In the present transaction, the [com-
mittee] granted the Corporation the exclusive
right to mint and market commemorative medals
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Honorable John Warren McGarry
Page Two
April 13, 1981

bearing the likeness of the candidates as
the [committee's] campaign symbol and
authorized the corporation to make reference
to the committee's designation of the medals
as the "Official Presidential Campaign Medals
of the Republican [or Democratic] National
Committee" in advertising materials. In so
doing, the [committee], in essence, sold its
good will and the reputation of its national
leadership to the corporation in exchange
for a share of the income realized or anti-
cipated. As such, the payments made by the
Corporation, in the "credit card program,"
supra, cannot be viewed simply as bargained
for consideration but rather constitute con-
tributions in violation of §441b of the Act.

The "credit card program" to which the above-quoted
passage refers is a program that was proposed in 1979 by the
Republican National Committee under which it would enter ar
arrangement with a credit card issuing bank that contained
the following essential elements:

(1) The committee would provide the prestige

r~l.,of its name, the loyalty of its members, the
endorsement of its leadership and the use of
its membership list, all of which would enable
the card issuer to increase the number of
persons holding its cards.

(2) The committee would have been compensated
by the credit card issuer in accordance with
one of three options, all of which would have
permitted the committee to make periodic use
of the credit card issuer's monthly billing
statement as a vehicle for sending political
messages to the credit card holders.

The Republican National Committee in that case admitted
that among the benefits expected to flow from the credit card
program were that the program would "increase its identity
with its members" and increase its "fund raising" potential.
On these facts, the Commission concluded in Advisory Opinion
1979-17 that payments made by the credit card issuers to the
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Republican National Committee and inclusion of political
materials in mailings of credit card statements, as contem-
plated by the program, would be "contributions or expenditures"
prohibited by 2 U.S.C. §411b.

The contractual arrangements under which Franklin
Mint made royalty payments to the Republ:lcan and Democratic
National Committees differ from the credit card program con-
sidered in AO 1979-17 in several important respects. Franklin
Mint's purpose in proposing its official campaign medal pro-
gram and in selling its medals was not to benefit the political
committees that designated the medals as their official cam-
paign medals, and unlike the credit card program, the campaign
medal offer did not provide a vehicle whereby the committees

IM could advance their political objectives. As stated in the
affidavit of Franklin Mint's Chairman, which is submitted

PV~ herewith, Franklin Mint had no purpose to influence any elec-
tion or to contribute to the success of any political candi-
date or party. Its purpose was the commercial purpose of making
a profit from the sale of its medals. Nothing in the 1program
is inconsistent with that purpose.

Unless there are circumstances which indicate that a
payment was made to a political committee for the purpose of
influencing an election, there can be no reason to believe that
a payment made pursuant to a commercial arrangement is a pro-

7r hibited contribution. The Commission's opinion in the credit
card program proposal addresses a joint arrangement between a
political committee and a bank in which the bank not only
would have made payments to the committee in return for com-
mercial benefits, it also would have permitted the committee,
as part of the commercial arrangement, to use mailings as a
means by which the committee could promote its political aims.
Under these circumstances, a purpose on the part of the bank
to influence political elections might be inferred. By con-
trast, it is difficult to discern how Franklin Mint's promotion
of official campaign medals of both the Republican and Demo-
cratic presidential candidates could have been intended to
influence the presidential election. There is nothing in the
promotional material that urges anyone to vote for any candidate
or to support any party. The presidential election is merely
the occasion for which these medals were created. And, while
the election may have been the event that made the medal pro-
gram appear to be an attractive commercial venture for Franklin
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Mint, there is no evidence that the program was intended to
influence the election.

Accordingly, we respectfully submit that payments by
Franklin Mint to the Democratic and Republican National Com-
mittees pursuant to the presidential campaign medal programs
in 1976 do not violate 2 U.S.C. §441b.

Sincerely,

j ames P. Mercurio

JPM:kcm
Enclosure

f cc: Charles N, Steele, Esquire
William Taylor, Esquire
Thomas Whitehead, Esquire



FRANKLIN MINT CORPORATION
FRANKLIN V ENTER. PENNSYLVANIA 10O1

AFFIDAVIT

I, Charles L. Andes, being first duly sworn, depose and say

as follows:

1. I am the Chairman of Franklin Mint Corporation, Franklin
Center, Pennsylvania.

2. In 1976 the Franklin Mint entered into contractual ar-
rangements under which it agreed with the Republican National

N- Committee and the Democratic National Committee to pay royalties
and other compensation in consideration of the committees' agree-
ments to designate medals designed and minted by Franklin Mint as
their official campaign medals. I am familiar with the circum-
stances under which these contractual arrangements were entered.

3. Franklin Mint's purpose in entering these arrangements
was to earn a profit from the sale of the medals in question. It
was not the purpose of Franklin Mint to influence any political
election or to contribute to the success of any political party

7 or candidate.

4. The terms of these arrangements are not more favorable
to the Republican and Democratic National Committees than terms

C to which Franklin Mint agrees with others in similar programs.

5. Exhibit 1 and Exhibit 2 exemplify the promotional materials
employed by Franklin Mint to promote the sale of these medals in
1976.

IN WITNESS WHEREOF, I hereby set my hand this 10th day of

April, 1981.

Charles L. Andes

County of Delaware )
Commonwealth of Pennsylvania) ss

Subscribed and sworn to before
me this 10th day of April, 1981.

Notary Public / HFLE11 A. I'PTY. NOTARY PuRLIC

MHDLETOWI TWp., DLAy'ARE TY

My U iS2J£FC C.i.11



Exhibit 1

THE FRANKLIN MINT
FRANKLIN CENTER. PENNSYLVANIA 19091

Dear Collector:

The Franklin Mint has been appointed to produce the official 1976
Presidential Campaign Medals of both the Republican National Committee
and the Democratic National Committee.

These official campaign Medals will be announced to the public soon
in newspapers throughout the United States. But, as official minter for
the medals, we have been given special permission to send this advance.
notice to our collectors.

Accordingly, we are enclosing a copy of the public announcement,
which includes illustrations of the Republican and Democratic campaign
medals. The portraits which appear on these medals are new and original
works of art which were created especially for the 1976 Presidential
campaign by two of America's leading medallic sculptors. The portrait
of Gerald R. Ford is by Gilroy Roberts, and the portrait of Jimmy Carter

fy'~ is by Julian Harris. These official campaign portraits will be used only
on these medals; they will never appear anywhere else.

Please note that you may acquire these official campaign commemora-
tives as solid sterling silver medals, or in pendant form. The pendants,
each with an appropriate neckchain, will be produced in sterling silver,
gold on sterling and in 18 karat gold. The medals and pendants alike will
be issued in limited edition, exclusively for those who place orders by
Election Day -- November 2, 1976. After Chat date, these medals and pen-
dants will never be made available again.

As you may know, many past Presidential campaign comnmemoratives are
today highly valued by collectors. And, since the 1976 Presidential cam-
paign promises to be one of the most exciting in years, it seems quite
likely that the official medals of this campaign will be widely sought
after by collectors in the future.

To obtain the medals and pendants of your choice, enter your order
on the accompanying form -- and be sure to mail it no later than Election
Day, November 2nd.

Sincerely,

Brian G. Harrison
BGH:rw President

The Franklin Mint is the world's largest private mint. It is not affiliated with the U.S. Mint or any other government agency.



Exhibit 2

THIE OIFF IUATL 1976
PLRES§ DENTIATL

CAMIGN MEDALS
A vailable on/v until Election Day, November 2, 1976

IREPUBLICAN

The Official Presidential Campaign Medal
of the Republican National Committee

*--------------

9 ORDER iFO]RM
OFFICIAL RFPI iBLICAN NATIONAL COMMITTEE
1976 PRESIDENTIAL CAMPAIGN MEDAL

The Franklin Mint
Franklin Center. Pennsylvania i 9091
Please send me the (ollowing

- -...Solid Sterling Silver medail I '1, diam. i
S '"" in Lucite display standa $ 22 50 ealh I........ . .

. .Solid Sterling Silver pendant 1 ,'4" diam.),
with appropriate chain. ,', $22. 

5
0 each ........

'4KT Gold electroplate on Sterling Silver
pendant ji ham i. with appropriate
chan. - S27 !0 macnh . ...... $ _

I .. 18 KT Gold pendant I jiam.).
with approprlatr cnain. 4 S154) each .. . ..

TotalofOrder: $

Ph'i, my U S caesale taAl : t _x: $ _

Ir. Remittance Enclsed: S-
Mrs.

I Miua___ ________

,Addres_ _ _ _

City. State. Zip - -
- ..... )o~i '. ... ,t ,'.'.'' r,. '..-.-.: it I

DEM©OCRAT[C

*eow ATUiAa Siss.

The Official Presidential Campaign Medal
of the Democratic National Committee

I G RDER FORM
OFFICIAL DEMOCRATIC NATIONAL COMMITTEE
1976 PRESIDENTIAL CAMPAIGN MEDAL

The Franklin Mint
Franklin Center, Pennsylvania 19091

" Please send me the following:
. Solid Sterling Silver medal (I i" diam. )

in Lucite display stand C_4 S22.50 each ........ $ _

* Solid Sterling Silver pendant (I V4,m diam.),
with appropriate chain. (o $22.50 each ........

1.4 KT Gold electroplate on Sterling Silver
pendant (I V" diam. ), with appropriate'
chain, ,' $27.50 each ..................... .-
1 .IKT Gold pendant ( I / diam,),

.. with approonate chain. i $250. eacb ..........

TotalofOrder: $

Plus my statesale tax: $__

M r Remittance Enclosed: $-

I City. State. Zip . .. .

a i

111"Cw 44"JAI Was.

z,*nnouncing
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James P. Merurio
(202) 857-6092

April 13, 1981

BY HAND

Honorable John Warren McGarry
Chairman
Federal Election Commission r
1325 K Street, N.W.
Washington, D. C. 20463

-D
Re: Franklin Mint Corp Q.

MUR 1166 and MUR 80""
r-%3

%0 Dear Mr. McGarry:

We are counsel for Franklin Mint Corporation in the
above matters.

Franklin Mint recently has been advised that the
Commission has found reason to believe that it violated
2 U.S.C. S44lb(a) by making certain payments to the Re-
publican National Committee and the Democratic National

-Committee in 1976. The payments in question -- which a-
• -- mounted to approximately $30,000 for each committee -- were

made pursuant to contractual arrangements under which medals
C- that were designed, minted and sold by Franklin Mint were

designated by each committee as its Official Presidential
Campaign Medal and Franklin Mint was authorized to refer to
such designation in its advertising of the medals. The con-
tract with each committee also provided that Franklin Mint
would pay a royalty equal to 15 per cent of its sales, with
a minimum guaranteed royalty of $30,000, and provide a quan-
tity of medals equivalent in retail value to $5,000.

In the Notification of Reason to Believe Finding,
the Commission states the following conclusion with respect
to these arrangements:

In the present transaction, the [com-
mittee] granted the Corporation the exclusive
right to mint and market commemorative medals
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bearing the likeness of the candidates as
the [committee's] campaign symbol and
authorized the corporation to make reference
to the committee's designation of the medals
as the "Official Presidential Campaign Medals
of the Republican [or Democratic] National
Committee" in advertising materials. In so
doing, the [committee], in essence, sold its
good will and the reputation of its national
leadership to the corporation in exchange
for a share of the income realized or anti-
cipated. As such, the payments made by the
Corporation, in the "credit card program,"
supra, cannot be viewed simply as bargained
for consideration but rather constitute con-
tributions in violation of §441b of the Act.

The "credit card program" to which the above-quoted
passage refers is a program that was proposed in 1979 by the
Republican National Committee under which it would enter ar
arrangement with a credit card issuing bank that contained
the following essential elements:

(1) The committee would provide the prestige
of its name, the loyalty of its members, the
endorsement of its leadership and the use of
its membership list, all of which would enable
the card issuer to increase the number of
persons holding its cards.

(2) The committee would have been compensated
by the credit card issuer in accordance with
one of three options, all of which would have
permitted the committee to make periodic use
of the credit card issuer' s monthly billing
statement as a vehicle for sending political
messages to the credit card holders.

The Republican National Committee in that case admitted
that among the benefits expected to flow from the credit card
program were that the program would "increase its identity
with its members" and increase its "fund raising" potential.
On these facts, the Commission concluded in Advisory Opinion
1979-17 that payments made by the credit card issuers to the
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Republican National Committee and inclusion of political
materials in mailings of credit card statements, as contem-
plated by the program, would be "contributions or expenditures"
prohibited by 2 U.S.C. S411b.

The contractual arrangements under which Franklin
Mint made royalty payments to the Republican and Democratic
National Committees differ from the credit card program con-
sidered in AO 1979-17 in several important respects. Franklin
Mint's purpose in proposing its official campaign medal pro-
gram and in selling its medals was not to benefit the political
committees that designated the medals as their official cam-.
paign medals, and unlike the credit card program, the campaign
medal offer did not provide a vehicle whereby the committees
could advance their political objectives. As stated in the
affidavit of Franklin Mint's Chairman, which is submitted
herewith, Franklin Mint had no purpose to influence any elec-
tion or to contribute to the success of any political candi-
date or party. Its purpose was the commercial purpose of making
a profit from the sale of its medals. Nothing in the program
is inconsistent with that purpose.

Unless there are circumstances which indicate that a
payment was made to a political committee for the purpose of
influencing an election, there can be no reason to believe that
a payment made pursuant to a commercial arrangement is a pro-
hibited contribution. The Commission's opinion in the credit
card program proposal addresses a joint arrangement between a

C political committee and a bank in which the bank not only
would have made payments to the committee in return for com-
mercial benefits, it also would have permitted the committee,
as part of the commercial arrangement, to use mailings as a
means by which the committee could promote its political aims.
Under these circumstances, a purpose on the part of the bank
to influence political elections might be inferred. By con-
trast, it is difficult to discern how Franklin Mint's promotion
of official campaign medals of both the Republican and Demo-
cratic presidential candidates could have been intended to
influence the presidential election. There is nothing in the
promotional material that urges anyone to vote for any candidate
or to support any party. The presidential election is merely
the occasion for which these medals were created. And, while
the election may have been the event that made the medal pro-
gram appear to be an attractive commercial venture for Franklin



97
Arent, Fox, Kintner, Plotikn & Kahn

Honorable John Warren McGarry
Page Four
April 13, 1981

Mint, there is no evidence that the program was intended to
influence the election.

Accordingly, we respectfully submit that payments by
Franklin Mint to the Democratic and Republican National Com-
mittees pursuant to the presidential campaign medal programs
in 1976 do not violate 2 U.S.C. S441b.

Sincerely,

/ames P. Mercurio

JPM:kcm
Enclosure
cc: Charles N, Steele, Esquire

William Taylor, Esquire
Thomas Whitehead, Esquire/
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FRANKLIN NWINT CORPORATION
FRANKLIN CENTER. PENNSYLVANIA 19091

AFFIDAVIT

I, Charles L. Andes, being first duly sworn, depose and say

as follows:

1. I am the Chairman of Franklin Mint Corporation, Franklin
Center, Pennsylvania.

2. In 1976 the Franklin Mint entered into contractual ar-
rangements under which it agreed with the Republican National
Committee and the Democratic National Committee to pay royalties
and other compensation in consideration of the committees' agree-
ments to designate medals designed and minted by Franklin Mint as
their official campaign medals. I am familiar with the circum-
stances under which these contractual arrangements were entered.

3. Franklin Mint's purpose in entering these arrangements
was to earn a profit from the sale of the medals in question. It
was not the purpose of Franklin Mint to influence any political
election or to contribute to the success of any political party
or candidate.

4. The terms of these arrangements are not more favorable
to the Republican and Democratic National Committees than terms
to which Franklin Mint agrees with others in similar programs.

5. Exhibit 1 and Exhibit 2 exemplify the promotional materials
employed by Franklin Mint to promote the sale of these medals in
1976.

IN WITNESS WHEREOF, I hereby set my hand this 10th day of

April, 1981.

Charles L. Andes

County of Delaware )
Commonwealth of Pennsylvania)SS

Subscribed and sworn to before
me this 10th day of April, 1981.

Notary Public/ -EE: A. H;.VTY, !,L." , ,Ur1'l.'r,

" ...'N TV,'?., r . " Y
MY% CD, 'IS Ex. : 7. Sk, - C'U ; . I

7,-- o n-- , 3 ? ! " ; .." """



0 Exhibit 1

THE FRANKLIN MINT
FrRANKLIN CZNTER. PENNSYLVANIA 19091

Dear Collector:

The Franklin Mint has been appointed to produce the official 1976
Presidential Campaign Medals of both the Rep~iblican National Committee
and the Democratic National Committee.

These official campaign medals will be announced to the public soon
in newspapers throughout the United States. But, as official minter for
the medals, we have been given special permission to send this advance
notice to our collectors.

Accordingly, we are enclosing a copy of the public announcement,
which includes illustrations of the Republican and Democratic campaign
medals. The portraits which appear on these medals are new and original
works of art which were created especially for the 1976 Presidential
campaign by two of America's leading medallic sculptors. The portrait
of Gerald R. Ford is by Gilroy Roberts, and the portrait of Jimmy Carter
is by Julian Harris. These official campaign portraits will be used only
on these medals; they will never appear anywhere else.

Please note that you may acquire these official campaign commemora-
tives as solid sterling silver medals, or in pendant form. The pendants,
each with an appropriate neckchain, will be produced in sterling silver,
gold on sterling and in 18 karat gold. The medals and pendants alike will
be issued in limited edition, exclusively for those who place orders by
Election Day -- November 2, 1976. After fhat date, these medals and pen-
dants will never be made available again.

As you may know, many past Presidential campaign commemoratives ate
today highly valued by collectors. And, since the 1976 Presidential cam-
paign promises to be one of the most exciting in years, it seems quite
likely that the official medals of this campaign will be widely sought
after by collectors in the future.

To obtain the medals and pendants of your choice, enter your order
on the accompanying form -- and be sure to mail it no later than Election
Day, November 2nd.

Sincerely,

Brian G. Harrison
BGH: rw President

The Franklin Mint is the world's largest private mint. It is not affiliated with the U.S. Mint or any other government agency.



QIFI.L /&IEILL 219 76zymT- J--- FI(C W- 1976
-PMff , ENTL&kL

CAMPMGN MEDAJLS
Available onl until Election Day, November 2, 1976

IREPUBLICAN

The Official Presidential Campaign Medal
of the Republican National Committee

*----------------U

9 ORDER FORM
OFFICIAL REPUBLICAN NATIONAL COMMITTEE
1976 PRESIDENTIAL CAMPAIGN MEDAL

The Franklin Mint
Franklin Center. Pennsylvania 19091

Please send me the following:
.... Solid Sterling Silver medal ( 1110 diam.)
* "in Lucite display stand Ca, S2.50 each .............. _

,,,Solid Sterling Silver pendant l IV ' diam.),
with approplate chain. Ca S.2.50 each .........

..KT Gold electropiate on Sterling Silver
pendant (I V" diarn.), with appropnate
chain. C& S27 50 each.t ............................... .. _

3 .l.18l KT Gold pentiant ( I;/- diar.l),
* with appropriate chi:ai. t S250. each .............. _

Total of Order: S _
P!us my state Sales tXA: S__

Mr. Remittance Enclosed: -
MI.

* rs.I
Miss

AddresI

, Cily. Slate. Z10_,,

I-

DEMOCIRATIC

The Official Presidential Campaign Medal
of the Democratic National Committee

ORDER FORM
OFFICIAL DEMOCRATIC NATIONAL COMMITE
1976 PRESIDENTIAL CAMPAIGN MEDAL

The Franklin Mint
Franklin Center, Pennsylvania 19091

Please send me the following:

-..... Solid Sterling Silver medal (I % ' diam.)
in Lucite display stand Ca, 522.50 each ........ __

* .Solid Sterling Silver pendant (I' diam.).
with approprite chain. @ 322.50 each ............

..._24 KT Gold electroplate on Sterling Silver
peadaot'( 4 " diam.), with appropiate'
chain, (, S27.50 each ................ -5 __

I 18 KT Gold pendant ( 1Vi diam.).
with approoriate chaui. C@ 1250. each .............

TotalotOrder: S __

Plus my state sales tax: S

Mr Remittance Enclosed: S1.
Mrs.I Mi's.

C ,iv
. 
Slae. Zip

- - - - -- - - - - -- - -- - - - -I

a-----------------------------

&P-W"&C" rosa.

Olt z
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DAVENPORT & ASSOCIATES. P. C.

ATTORIINEYS AT LAW

Oil MCLEAN OFFICE, CENTRE

6045 ELM STREET

MCLEAN, VIROINIA 82101

DAV I) M DAVENPC) k (703) 790-1262 1629 K STREET. N. W.

ROBERT J DAVENPORT 
SUITE 520

BRUCE V MEYER 
WASHINGTON. 0 C. 200068RoC~vMEYERApril 8, 1981

HAND-DELI VERED

-> r

Mr. John Warren McGarry

Chairman
Federal Election Commission
1325 K Street, N.W. r

Washington, D. C. 20463 
CAn

, Re: FEC File No. MUR 1180

,O Dear Mr. McGarry:

This firm represents Datatel, Inc., of 3700 Mount Vernon

Avenue, Alexandria, Virginia, in regard to the referenced matter.

We have received and reviewed a copy of your letter dated

February 23, 1981 to Mr. Kendrick, Chairman of our client. That

letter states that on December 2, 1980 the Commission found

reason to believe that Datatel, Inc. had violated 2 U.S.C.

§441b(a). The enclosed memorandum indicates that this conclu-

sion was based upon records of the Republican National Committee

("R.N.C.") which show that the R.N.C. received $6,521.50 from

r Datatel, Inc. for the sale of computer time by the R.N.C. to

Datatel. The memorandum does not state the date(s) or time

period involved. To the best of our knowledge, Datatel was not

a party to that inquiry.

The memorandum summarily concludes that this alleged pay-

ment constitutes an illegal contribution by Datatel, Inc. to

the R.N.C. and cites several Commission Advisory Opinions in

support of its conclusion. We disagree and object to that con-
clusion.

Datatel, Inc. is a small closely held company engaged in

the business of data processing. Its principal offices are lo-

cated in Alexandria, Virginia. In the normal course of its

business it periodically purchases the use of computer time from

parties who offer the same for sale. It negotiates for this time

and pays fair market value for it. Datatel did purchase some

excess computer time from the R.N.C. It did so in an arm's length

transaction and at fair market value. It did not intend to make

I



DAVENPORT & ASSoCIATES, P. C.
Mr. John Warren McGarry
Page Two
April 8, 1981

a gift or contribution of any kind in violation of the law. From

the Commission memorandum received it does not appear that the

Commission determined that this purchase was "in connection with

a Federal election." Certainly Datatel did not intend for its

payment to be in connection with such.

The Commission has found in its memorandum that "the corpora-

tion [Datatel] did not realize they (sic) were making a contribution

in contravention of 2 U.S.C. §441b, but believed they (sic) were

involved in an arm's length business transaction." We assert

that our client in fact was involved in an arm's length business

transaction. The situation here is clearly and easily distinguished

from those in Commission Advisory Opinions 1979-76, or 1979-17,

in that the cited situations deal with a olan of fund raising by

the Republican National Committee, in the one case by selling books

Or and in the other by a credit card promotion. In this case, we do

not believe that the action of the R.N.C. was intended as a fund

raising plan. The computer time in question was an asset of the

Committee developed in the normal course of its operations and

primarily for its own use rather than to sell to others--a situation

recognized as distinguishable by the Commission in Advisory 
Opinion

1979-76.

Lastly, the Commission memorandum states that Datatel, Inc.

would not have liability if the R.N.C. had earmarked any funds

received and placed same in a separate account used for exempted

activities. While this suggestion might provide a satisfactory

resolution of the matter for the R.N.C., it provides little help

for Datatel, Inc., since it has no control over the R.N.C.'s use

or depositing of funds.

The Advisory Opinions we have reviewed are careful to state

that they relate "...to the specific factual situation" contained

in the request. We believe this is appropriate and fair since

otherwise unjust and unintended results could follow. Under the

circumstances, and for the reasons set forth hereinabove, 
it is

respectfully requested that the referenced matter be dismissed

as to Datatel, Inc.

Ver tr yours

DAE PO\T SSf ATES, P.C.
kiM.avoep rt

DMD/mab av M .D en

cc: William E. Taylor, Esq.
Federal Election Commission

Mr. Earl G. Kendrick, Jr., Chairman
Datatel, Inp.

Donald Iverso.,sq.
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THE BAReOUR Houss

4069 CHAIN BRIDO ROAD

FAIRFAX, VIRGINIA 22030

TELEPHONE (703) 273-2440

April 8, 1981

BY MESSENGER

Charles N. Steele, Esquire
General Counsel
Federal Election Commission
Seventh Floor
1325 K Street, N.W.
Washington, D. C. 20463

Re: MUR No. 1180
American Medical Laboratories, Inc.

Dear Mr. Steele:

Enclosed please find two (2) copies of the "Statement
of American Medical Laboratories, Inc. In Response to the
Commission's Notification of 'Reason to Believe' Finding."

This statement is due today, by virtue of the exten-
sion granted by you on March 12, 1981.

If further information would be helpful to you, please
contact me.

Sincerely yours,

Randolph W. Church, Jr.

RWC/sc

Enclosure

cc: William Taylor, Esquire

F. 0- RICHARDSON

(I004- 154)

HUGH S. MARSH

(1900 -1Q76)

rILE NO,
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FEDERAL ELECTION COMMISSION

Washington, D. C.

In Re: American Medical Laboratories, Inc. MUR No. 1180

STATEMENT OF AMERICAN MEDICAL LABORATORIES,
INC. IN RESPONSE TO THE COMMISSION'S

NOTIFICATION OF "REASON TO BELIEVE" FINDING

The Commission's Notice

K~1

By a letter dated February 23, 1981, the Federal Election

Commission stated that it had found reason to believe that

American Medical Laboratories, Inc. ("AML") violated 2 U.S.C.

§441b(a) when it purchased two disc packs with controller

for $11,000.00 from the Republican National Committee ("the

p~r

RNC") in October of 1978.

AML respectfully contests the Commission's finding and

presents the following factual and legal material.

Factual Background

In 1976, the RNC purchased a 10 megabyte disc pack as

part of a Microdata Reality computer system. Sometime

JFVI - - 7 -l. '77- - -'; - x I I, . -, - I = ___ - - - -, -- -le _ IN I - __1__.---,



thereafter, the RNC purchased an additional 10 megabyte disc

pack. (Affidavit of William Fanning, Vice-President of

Marketing of Datatel, Inc.).

As the information storage needs of the RNC increased,

the two 10 megabyte disc packs became inadequate. Accord-

ingly, the RNC purchased a 150 megabyte disc pack in 1978,

which increased seven and a half times its information

storage capability. (Affidavit of Ronald Charnock, Director

of Computer Services of the RNC).

The 150 megabyte disc pack cannot be used in conjunction

with the two 10 megabyte disc packs, as illustrated by the

manufacturer's "Configuration Rules:"

The 150 MB disc pack drives cannot be mixed
with Royale configurations having 10 MB
fixed disc drives and/or 25 MB disc drives.
(Attachment No. 1 to Fanning Affidavit).

Thus, the RNC had no further use for the two 10 megabyte

disc packs and desired to sell them. (Charnock Affidavit).

A third party, William Fanning of Datatel, Inc., brought

the RNC and AML together, knowing that the RNC wanted to

- 2



sell this equipment and that AML wanted to purchase this

type of equipment. (Fanning Affidavit).

In 1978 the manufacturer's price for two new 10 megabyte

disc packs with controller was $20,650.00. (Attachment

No. 2 of the Fanning Affidavit). Used equipment of this

type would have sold in 1978 for at least $13,000.00 -

$14,000.00 (Affidavit of David Schraeder, President of

Innovative Computers, Inc.). AML paid $11,000.00 for this

same equipment. This is considered a commercially reasonable

price. (Fanning & Schraeder Affidavits).

AML is still using the two 10 megabyte disc packs with

controller today. (Affidavit of C. R. Cumming, Vice-President

of AML). In purchasing this equipment, AML did not intend

to make a contribution.

As to both parties, the transaction was one undertaken

for business reasons alone. The price agreed upon was the

product of arms-length bargaining.

-3 -



Legal Analysis

The Commission has stated that AML violated S441b(a) of

the Federal Election Commission Campaign Act of 1971 ("the

Act"), which provides, in pertinent part, that:

It is unlawful for any . . . corporation
whatever . . . to make a contribution or
expenditure in connection with any election
to . . . [Federal] office. 2 U.S.C. S441b(a).

There is no dispute that the subject transaction oc-

curred. The sole issue to be decided is whether that trans-

action consitutes a violation of the Act.

a. Business Purpose

This transaction is not one prohibited by the Act. It

was entered into solely for business purposes. Prior to

this transaction the RNC and AML were not in contact with

each other. They were brought together in the market place

by the computer firm which serviced both accounts. William

Fanning of Datatel, Inc. acted, in effect, as an unpaid

broker to bring the buyer and seller together in the market-

- 4 -



place. The RNC had no further use for the two 10 megabyte

disc packs with controller, since its storage needs could

only be fulfilled by a 150 megabyte disc pack which, according

to the manufacturer itself, could not be used in conjunction

with 10 megabyte disc packs. AML needed 10 megabyte disc packs

for its normal business operations. It was able to secure

this equipment at a favorable price, and it did so.

The nature of "contributions" prohibited by the Act was

considered in United States v. Chestnut, 533 F.2d 40, 45-46

(2d Cir.), cert. denied 429 U.S. 829 (1976), where a corpora-

tion paid an advertising agency for services rendered to a

candidate's campaign committee. In holding that a prohibited

contribution had occurred under 18 U.S.C. §610 [the predecessor

of 2 U.S.C. §441b], the court observed that the corporation

had incurred no obligations of its own to the advertising

agency. The corporation simply discharged obligations

incurred by the campaign committee in promoting its candidate

to the public, thereby making a contribution.

- 5-
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Unlike the payment in Chestnut, AML's $11,000.00 payment

satisfied its own obligation -- the indebtedness arising

from the purchase of computer equipment which is integral to

its daily business operations.

b. No Contributory Intent

AML had no intention or desire to make a "contribution"

to the RNC.

In United States v. Clifford, 409 F.Supp. 1070, 1074

(E.D. N.Y. 1976), the court held that in order to prove a

violation of the statutory predecessor of 2 U.S.C. S441b,

the Government must show that the defendant intended to

influence the election. Intent is a question to be determined

by the jury. No jury would conclude, based on the facts

of this case, that AML intended to influence an election

when it purchased computer equipment for business purposes

at a commercially reasonable price.

- 6 -
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c. Not "In Connection With Any Election"

AML's purchase of computer equipment had no connection

with any election and does not, therefore, fall within the

ambit of the Act.

The legislative motivation for legislation such as 18

U.S.C. S610 [the predecessor of 2 U.S.C. S441b] was the

necessity for destroying the influence over elections which

corporations exercised through financial contributions.

United States v. Lewis Food Co., 366 F.2d 710, 713-714 (9th

Cir. 1966), citing United States v. Congress of Industrial

Organizations, 335 U.S. 106, 113 (1948). One court has

observed that the thrust of the Act "is to regulate contri-

butions and expenditures made for the relatively narrow

purpose of influencing federal elections." FEC v. California

Medical Ass'n., 502 F.Supp. 196, 201 (N.D. Cal. 1980) (emphasis

added). The Act was not, however, designed to frustrate

commercially reasonable transactions, such as that between

AML and the RNC.

- 7 -



In United States v. Boyle, 482 F.2d 755, 760 (D.C.

Cir.), cert. denied 414 U.S. 1076 (1973), the court ruled

that in order to establish a violation of 18 U.S.C. S610

[the predecessor of 2 U.S.C. S441b], the Government must

prove beyond a reasonable doubt that an organization made a

contribution or expenditure in connection with a specified

federal election for purposes of active electioneering and

that the defendant officer consented to the making of the

contribution.

And in Miller v. American Telephone & Telegraph Co. 507

F.2d 759, 764 (3rd Cir. 1974), it was held that plaintiffs

in a stockholders' derivative action must establish that

"the contribution was in connection with a federal election."

Fundamentally, this transaction was a business one. It

was not done "in connection with any election," and it

cannot be held to be a violation of the Act. See Ash v.

Cort, 350 F.Supp. 227, 231-232 (E.D. Pa.), aff'd 471 F.2d

811 (3rd Cir. 1972), rev'd on other grounds 442 U.S. 66

(1975).

- 8 -



d. The Commiseion's Exes Equipment Rule

This Commission has consistently recognized the validity

of sales by a political committee of its excess equipment.

E..., FEC Advisory Opinions 1981-7 & 1979-76. That excep-

tion governs the situation at hand. There is no prohibited

corporate contribution where, as here, the asset which is

sold has been developed by a political committee in the

normal course of operations and primarily for its own use

rather than to sell to others. FEC Advisory Opinion 1979-18

(sale of mailing lists to credit card company held not to be

prohibited).

The two 10 megabyte disc packs were purchased by the

RNC in 1976 for use in its own operation. It was not pur-

chased with the anticipation that it would at some future

time be a fund raising item. Indeed, these disc packs were

used for two years by the RNC and were only sold when they

could no longer fulfill the needs of the RNC.

- 9 -



Nor was the computer equipment sold by the RNC for

"general fund raising purposes." This transaction is clearly

distinguishable from a campaign committee's sale of artwork

in order to raise money to retire obligations which will be

or have been incurred for the purpose of influencing a

Federal election. See FEC Advisory Opinions 1980-34 &

1980-136. Here, the equipment was sold for two reasons:

(1) it was no longer adequate to fulfill the information

storage needs of the RNC, and (2) it had a marketable value

and if sold, would help defray the cost of the new, larger

equipment purchased by the RNC. The used computer equipment

was a capital asset in the hands of the RNC. As this Commission

has recognized, political committees have a quasi-fiduciary

obligation to manage their assets. FEC Advisory Opinion

1979-17. The RNC was compelled to attempt to sell this

excess equipment at a commercailly reasonable price.

Independent experts in the computer industry believe

that the $11,000.00 purchase price was a commercially

- 10 -



reasonable one. (Fanning and Schraeder Affidavits). Where

the transaction price paid was "no greater than the usual

and normal charge for those specific materials, the Commis-

sion [has] concluded that no 'contribution' would take place

and that the sale would not be prohibited under the 
Act."

FEC Adviso.y Opinion 1979-24.

Commercially reasonable transactions must be permitted.

AML purchased the equipment to facilitate the operation 
of

its own business, and it is still using this equipment

today. The transaction was not an intentional disguised

contribution.

Nor can this transaction be characterized as an "innocent"

or "laccidental contribution" which is a technical violation

of the Act, even though unintended. To do so would chill

every commercial transaction by a political committee and

make it impossible for any committee to dispose of any goods

or equipment -- indeed any property real, personal or mixed --

to any corporation or labor union except by gift. 
Such an

- 11 -
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absurd result would clearly constitute an unreasonable

restraint on alienation. Dunlop v. Dunlop's Ex'rs., 144 Va.

297, 310, 132 S.E. 351, 354 (1926) (devise to son of absolute

fee simple title in both real estate and tangible personal

property held to vest in son absolute control and ownership,

notwithstanding subsequent condition that he should only

receive one-fourth if he sold the property).

A required extension of the view that the transaction

constituted a contribution is a finding that a sale of the

same equipment back to the RNC by AML would be a contribution

since the Act defines "anything of value" as being equivalent

to "money." If AML cannot exchange money for equipment with

the RNC, neither could it exchange equipment for money. If

this situation were to obtain, then every purchase by the

RNC of office equipment, paper -- or any item -- from a

corporation would be a contribution. As Commissioners

Aikens and Friedersdorf have stated, "It was not the purpose

of the Act to preclude bona fide business relationships

- 12 -



between political committees and corporations or banks."

FEC Advisory Opinion 1979-17 (dissenting opinion).

Surely, the Commission would not seek to require the

parties to act in a commercially unreasonable manner by

requiring the RNC to retain equipment for which it had no

use and AML to forego acquiring equipment which has been,

and still is, integral to is business operations. Neither

the Act nor the opinions of this Commission support such a

result.

Conclusion

AML respectfully requests that the Commission reconsider

its finding and dismiss the charge against it.

American Medical Laboratories, Inc.

By: '41aX L)J4
Coubsel

Randolph W. Church, Jr.
Grady K. Carlson
McCANDLISH, LILLARD, CHURCH & BEST
A Professional Corporation
4069 Chain Bridge Road
Fairfax, Virginia 22030
(703) 273-2440
Counsel for

American Medical Laboratories, Inc.

- 13 -
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FEDERAL ELECTION COMMISSION

Washington, D. C.

In Re: American Medical Laboratories, Inc. MUR 1180

AFFIDAVIT

I, William Fanning, being first duly sworn, depose and

say as follows:

1. I am, and at all times relevant hereto have been,

Vice President of Marketing of Datatel, Inc., a corporation

engaged in the business of selling computer equipment and

services.

2. Both American Medical Laboratories, Inc. (herein-

after referred to as "AML") and the Republican National

Committee (hereinafter referred to as "RNC") are customers

of Datatel.

3. In 1976, Datatel sold a 10 megabyte (MB) disc

drive and pack to the RNC as part of a Microdata Reality

computer system. Subsequently, the RNC purchased an addi-

tional 10 MB disc making its total disc 20 MB.

4. Thereafter, the RNC purchased a 150 MB disc pack,

and I learned that the RNC wanted to sell the two used 10 MB

discs with controller in order to help defray the cost of

the 150 MB disc upgrade to its system and because the manu-

facturer's configuration rules do not permit the use of a

150 MB disc with 10 MB discs. (See Attachement No. 1).

5. I learned that AML wanted to buy two 10 MB discs

with controller, as it already had a system which it wished

to expand.

6. I advised the RNC that AML was in the market for

this equipment, and I advised AML that RNC wanted to sell

I



I ___________

same.

7. In 1978, the manufacturer's list price for two 10

MB discs with controller was a total of $20,650. (See

Attachment No. 2).

8. In my opinion, the purchase price of $11,000.00

for two used 10 MB discs paid by AML in October of 1978 was

a commercially reasonable one.

I understand that a false statement or answer to any

question in this Affidavit may subject me to penalties for

perjury.

William Fannin

STATE OF VIRGINIA

COUNTY OF .5/ , to-wit:

The foregoing Affidavit was subscribed and sworn to

before me, a Notary Public in and for the aforementioned

jurisdiction, this the g day of April, 1981 by William

Fanning.

My commission expires::______7____Vr

-2-
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ROYALE TM CONFIGURATION RULES

The CPU chassis in the RoyaleT " Base System configurations (Models 4016, 4017, 4018 and 4019)

contains a total of nineteen (19) slots of which four (4) slots are used for the processor. The following

chart shows the space required for each base system con figuration and the slots available for installa

tion of additional I/O interfaces and core memory.

MODEL *SPACE (SLOTS) REQUIRED SLOTS AVAILABLE

4016 8 11
4017 10 9
4018 9 10

4019 10 9

*Includes core memory modules

If the I/O interfaces and core memory modules that are required for the configuration exceed the

number of available slots, an I/O Expansion Chassis (Model 4033) and Expansion Cabinet (Model

4023) must be ordered.

2. Each Royale Base System configuration includes a single-bay cabinet which accommodates a magnetic

NT tape drive or up to four (4) tape cartridge drives, the Royale CPU and its options, and up to two (2)

C71 10MB 2400 RPM disc drives. If more than two 10MB drives are required, Model 4448 is required

which not only consists of 10MB fixed disc subsystem (controller and drive) but includes an expan

(N! sian cabinet to accommodate the third drive.

3. Disc Configuration Rules
Two 10MB disc drives may operate with one disc controller and a maximum of four (4) 10MB

drives (i.e., two disc controllers) are allowed per system. The larger 25MB disc pack drives may be

mixed with*Royale configurations having 10MB fixed disc drives. The controller for the 25MB drive

can accommodate up to four drives. A maximum of eight 25MB disc pack drives (i.e., two disc con

trollers) are allowed per system. A total of three disc controllers for 10MB or 25MB drives may be

included in a Royale system.

The 1 50MB disc pack drives cannot be mixed with Royale configurations having 10MB fixed disc

drives and/or 25MB disc pack drives. The controller for the 150MB drive can accommodate up to

four drives allowing a total of 600MB on the system.

ATTACHMENT NO. 1



Dealer Purchase Order No.

Customer Name

PRICE CONFIGURATION

Date

Customer Purchase Order No.

Requested Installation Date

Customer Address (Street. City, State. Zio)

QUANTITY

BASE SYSTEM CONFIGURATION
"A" Series; CPU, system cabinet. 16KB core,
10MB fixed disc drive, Lodestar" tape cartridge,
Prism'r and port, 120 cps Matrix Printer ........

PRICE

x $35,995 =

MONTHLY
MAINTENANCE

291 =

4017 "B" Series, CPU, system cabinet, 32KB core,
10MB fixed disc drive, 800 bpi magnetic tape
(concurrent), Prism and port ......................... x 43,875 =" 362 =

4 8 "C" Series; CPU, system c et, 32KB re,

B~~~ ~ ~ ~ diadiv, b nctp
(D r s n . . .I. . . . . . . . . . . . . .

"D" Series; CPU, system cabinet, 32KB core,
150MB disc pack drive, 800 bpi magnetic tape
(D M A ), Prism and port .................................

MEMORY
16KB core (128KB m ax) ..............................

MASS STORAGE
10MB Disc Controller for up to two drives .......

10MB Fixed Disc Subsystem, includes 10MB
fixed disc, controller for up to two drives,
cable and expansion cabinet ..........................

10MB Fixed Disc Drive, includes cable
(must have one or three 10MB drives) ..............

25MB Disc Pack Drive S stem, includes -

25MB s ack drive, ontr ler for up
or ives, Vnterfac nd ca le ............

MB Disc ack rive, includes cable (for
use w ith exi g controller) ..........................

2nd 150MB Disc Pack Drive, includes cable .....

3rd or 4th 150MB Disc Pack Drive, includes
host interface and cable ................................

MAGNETIC TAPE
Upgrade 800 bpi, concurrent mode, magnetic
tape subsystem (model 4017) to 800 bpi
DMA magnetic tape subsystem ......................

Upgrade 800 bpi DMA magnetic tape sub-
system (model 4018) to 1600 bpi DMA
m agnetic tape subsystem ..............................

800 bpi, NRZI, 25 ips magnetic tape sub-
system (DMA); includes controller/
formatter (1 x 4), tape drive, cabinet
an d ca b le ..................................................

x 101,300 =

x 3,500 =

x 2,500 =

x 11,250

-__ x 9,400 = _

x 23,700 =

x 29,600 =

x 1,700 =

x 1,700 =

x 11,000 =

692 =

54 = __.

25 =  ..

113 =

88 =

200 = ___

250 =

15 =

15 =

90 = _

*A discount of 5% is granted when published monthly maintenance charges are prepaid annually.
"cAny enhancement to Model 4016 (Series A) configuration necessitates a one-time upgrade

charge of S6,000.
7,,06 ATTACHMENT NO. 2

ROYALE TM By Microdata

Dealer

MODEL

4016**

"'r4019

4083

1 4443

' 4448

t, - 4 449

4573

4574

4281

4282

4283

A
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FEDERAL ELECTION COMMISSION

Washington, D. C.

In Re: American Medical Laboratories, Inc. MUR 1180

AFFIDAVIT

I Ronald Charnock, being first duly sworn, depose and

say as follows:

1. I am, and at all times relevant hereto have been,

the Director of Computer Services of the Repulican National

Committee (hereinafter referred to as "the RNC").

2. In 1978, the RNC purchased one 150 megabite disk

drive and pack for its Microdata "Realty" computer system.

3. Having no further use for the existing two 10

megabite disk drive and packs with controller, the RNC

advised Datatel, Inc. that it desired to sell this equipment.

4. William Fanning of Datatel informed the RNC that

American Medical Laboratories, Inc. (hereinafter referred to

as "AML") wanted to purchase this type of equipment.

5. Thereafter, the RNC sold this excess equipment to

AML for $11,000.00.

6. The two 10 megabite disk drive and packs with

controller were used by the RNC in the normal course of its

business, and were replaced only when the business needs of

the RNC exceeded the capability of this equipment.

I understand that a false statement or answer to any

quesition in this Affidavit may subject me to penalties for

perjury.

Ronald Charnock

I
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DISTRICT OF COLUMBIA, to-wit:

The foregoing Affidavit was subscribed And sworn to before

me, a Notary Public, on this the - day of April, 1981

by Ronald Charnock, Director of Computer Services of the

Republican National Committee.

"Nta t Public

My Commission expires: ....._•_•_.... __-_

-2-
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FEDERAL ELECTION COMMISSION

Washington, D. C.

In Re: American Medical Laboratories, Inc. MUR No. 1180

I, C. R. Cumming, being first duly sworn, depose and

say as follows:

1. I am, and at all times relevant hereto have been,

Vice President for Finance of American Medical Laboratories,

Inc. ("AML").

2. In October of 1978, AML purchased two used 10

megabyte disc packs with controller from the Republican

National Committee ("the RNC") for $11,000.00. This price

was substantially less than that being quoted by other

sellers for this same equipment.

3. AML became aware of RNC's desire to sell this

equipment through William Fanning of Datatel, Inc. Prior to

this time, AML was not in contact with the RNC.

4. The two 10 megabyte disc packs with controller

were purchased by AML for use in its daily business operations.

AML is still using this equipment today and regards it as an

integral part of its operation.

5. The $11,000.00 price was one arrived upon after

negotiations between the RNC and AML.

6. In purchasing this computer equipment, AML did not

intend or desire to make a contribution to the RNC. AML

entered into this transaction solely for business reasons.

7. AML has never made a contribution to any political

fund or party.

C. R. Cumming

iI

.1
1-4 0 'i 1 1 so



I ________________I.

STATE OF VIRGINIA

COUNTY OF FAIRFAX, to-wit:

The foregoing Affidavit was subscribed and sworn to before

me, a Notary Public, on this the r__ day of April, 1981

by C. R. Cumming, Vice President for Finance of American

Medical Laboratories, Inc.

4e1 Notary Public U

My commission expires: 4#./J' 7, f7?5

-I



FEDERAL ELECTION COMMISSION

Washington, D. C.

American Medical Laboratories, Inc. MUR 1180

AFFIDAVIT

I, David Schraeder, being first duly sworn, depose and

say as follows:

1. I am, and at all times relevant hereto have been,

President of Innovative Computers, Inc., a corporation

engaged in the business of selling Microdata computers.

2. I have been active in the computer industry since

1962.

3. I am not employed by, nor do I own stock in,

American Medical Laboratories, Inc.

4. It is my opinion that Innovative Computers, Inc.

would have sold two used 10 MB disc packs with controller ir

1978 for $13,000.00 or $14,000.00. Our prices for used

Microdata computer equipment are generally lower than those

quoted by other firms in the industry.

5. It is my opinion that the purchase price of $11,0'

for two used 10 MB disc packs with controller paid by AML ii

October of 1978 was a commercially reasonable one.

I understand that a false statement or answer to any

question in this Affidavit may subject me to penalties for

perjury.

David Sahra-der

n

00.00

n

In Re:

I
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STATE OF VIRGINIA

COUNTY OF . , to-wit:

The foregoing Affidavit was subscribed and sworn to

before me, a Notary Public in and for the aforementioned

jurisdiction, this the __/_ day of April, 1981 by David

Schraeder.

Notary PublidJ

My Commission expires: 7i,//c¢ , /9P3



FEDERAL ELECTION COMMISSION

Washington, D. C.

In Re: American Medical Laboratories, Inc. MUR No. 1180

STATEMENT OF AMERICAN MEDICAL LABORATORIES,
INC. IN RESPONSE TO THE COMMISSION'S

NOTIFICATION OF "REASON TO BELIEVE" FINDING

The Commission's Notice

By a letter dated February 23, 1981, the Federal Election

Commission stated that it had found reason to believe that

American Medical Laboratories, Inc. ("AML") violated 2 U.S.C.

S441b(a) when it purchased two disc packs with controller

for $11,000.00 from the Republican National Committee ("the

RNC") in October of 1978.

AML respectfully contests the Commission's finding and

presents the following factual and legal material.

Factual Background

In 1976, the RUC purchased a 10 emegabyte -isc pack as

cart of a Microdata Reality computer system. Sometime



thereafter, the RNC purchased an additional 10 megabyte disc

pack. (Affidavit of William Fanning, Vice-President of

Marketing of Datatel, Inc.).

As the information storage needs of the RNC increased,

the two 10 megabyte disc packs became inadequate. Accord-

ingly, the RNC purchased a 150 megabyte disc pack in 1978,

which increased seven and a half times its information

storage capability. (Affidavit of Ronald Charnock, Director

of Computer Services of the RNC).

The 150 megabyte disc pack cannot be used in conjunction

with the two 10 megabyte disc packs, as illustrated by the

manufacturer's "Configuration Rules:"

The 150 MB disc pack drives cannot be mixed
with Royale configurations having 10 MB
fixed disc drives and/or 25 MB disc drives.
(Attachment No. 1 to Fanning Affidavit).

Thus, the RNC had no further use for the two 10 megabyte

disc packs and desired to sell them. (Charnock Affidavit).

A third party, William Fanning of Datatel, Inc., brcught

the RNC and AML together, knowing that the RNC wanted to

- 2 -



sell this equipment and that AML wanted to purchase this

type of equipment. (Fanning Affidavit).

In 1978 the manufacturer's price for two new 10 megabyte

disc packs with controller was $20,650.00. (Attachment

No. 2 of the Fanning Affidavit). Used equipment of this

type would have sold in 1978 for at least $13,000.00 -

$14,000.00 (Affidavit of David Schraeder, President of

Innovative Computers, Inc.). AML paid $11,000.00 for this

same equipment. This is considered a commercially reasonable

price. (Fanning & Schraeder Affidavits).

AMIL is still using the two 10 megabyte disc packs with

controller today. (Affidavit of C. R. Cumming, Vice-President

of AMLJ). In purchasing this equipment, AML did not intend

to make a contribution.

As to both parties, the transaction was one undertaken

for business reasons alone. The price agreed upon was the

product of arms-length bargaining.

-3 -



Legal Analysis

The Commission has stated that AML violated 5441b(a) of

the Federal Election Commission Campaign Act of 1971 ("the

Act"), which provides, in pertinent part, that:

It is unlawful for any . . . corporation
whatever . . . to make a contribution or
expenditure in connection with any election
to . . . (Federal] office. 2 U.S.C. S441b(a).

There is no dispute that the subject transaction oc-

curred. The sole issue to be decided is whether that trans-

action consitutes a violation of the Act.

a. Business Purpose

This transaction is not one prohibited by the Act. It

was entered into solely for business purposes. Prior to

this transaction the RNC and AML were not in contact with

each other. They were brought together in the market place

by the computer firm which serviced both accounts. William

Fanning of Datatel, Inc. acted, in effect, as an unpaid

broker to bring the buyer and seller together in the market-

- 4 -



place. The RNC had no further use for the two 10 megabyte

disc packs with controller, since its storage needs could

only be fulfilled by a 150 megabyte disc pack which, according

to the manufacturer itself, could not be used in conjunction

with 10 megabyte disc packs. AML needed 10 megabyte disc packs

for its normal business operations. It was able to secure

this equipment at a favorable price, and it did so.

The nature of "contributions" prohibited by the Act was

considered in United States v. Chestnut, 533 F.2d 40, 45-46

(2d Cir.), cert. denied 429 U.S. 829 (1976), where a corpora-

tion paid an advertising agency for services rendered to a

candidate's campaign committee. In holding that a prohibited

contribution had occurred under 18 U.S.C. §610 (the predecessor

of 2 U.S.C. §441b], the court observed that the corporation

had incurred no obligations of its own to the advertising

agency. The corporation simply discharged obligations

incurred by the campaign committee in promoting its candidate

to the public, thereby making a contribution.

- 5-



Unlike the payment in Chestnut, AML's $11,000.00 payment

satisfied its own obligation -- the indebtedness arising

from the purchase of computer equipment which is integral to

its daily business operations.

b. No Contributory Intent

AML had no intention or desire to make a "contribution"

to the RNC.

In United States v. Clifford, 409 F.Supp. 1070, 1074

(E.D. N.Y. 1976), the court held that in order to prove a

violation of the statutory predecessor of 2 U.S.C. §441b,

the Government must show that the defendant intended to

influence the election. Intent is a question to be determined

by the jury. No jury would conclude, based on the facts

of this case, that AML intended to influence an election

when it purchased computer equipment for business purposes

at a commercially reasonable price.

- 6 -



c. Not "In Connection With Any Election"

AML's purchase of computer equipment had no connection

with any election and does not, therefore, fall within the

ambit of the Act.

The legislative motivation for legislation such as 18

U.S.C. S610 [the predecessor of 2 U.S.C. S441b] was the

necessity for destroying the influence over elections which

corporations exercised through financial contributions.

United States v. Lewis Food Co., 366 F.2d 710, 713-714 (9th

Cir. 1966), citing United States v. Congress of Industrial

Organizations, 335 U.S. 106, 113 (1948). One court has

observed that the thrust of the Act "is to regulate contri-

butions and expenditures made for the relatively narrow

purpose of influencing federal elections." FEC v. California

Medical Ass'n., 502 F.Supp. 196, 201 (N.D. Cal. 1980) (emphasis

added). The Act was not, however, designed to frustrate

commercially reasonable transactions, such as that between

AML and the RNC.

- 7 -



In United States V. Boyle, 482 F.2d 755, 760 (D.C.

Cir.), cert. denied 414 U.S. 1076 (1973), the court ruled

that in order to establish a violation of 18 U.S.C. S610

[the predecessor of 2 U.S.C. S441b], the Government must

prove beyond a reasonable doubt that an organization made a

contribution or expenditure in connection with a specified

federal election for purposes of active electioneering and

that the defendant officer consented to the making of the

contribution.

And in Miller v. American Telephone & Telegraph Co. 507

F.2d 759, 764 (3rd Cir. 1974), it was held that plaintiffs

in a stockholders' derivative action must establish that

"the contribution was in connection with a federal election."

Fundamentally, this transaction was a business one. It

was not done "in connection with any election," and it

cannot be held to be a violation of the Act. See Ash v.

Cort, 350 F.Supp. 227, 231-232 (E.D. Pa.), aff'd 471 F.2d

811 (3rd Cir. 1972), rev'd on other grounds 442 U.S. 66

(1975).

-8-
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d. The Coniiasion's Exceag Equipment Rule

This Commission has consistently recognized the validity

of sales by a political committee of its excess equipment.

E.g., FEC Advisory Opinions 1981-7 & 1979-76. That excep-

tion governs the situation at hand. There is no prohibited

corporate contribution where, as here, the asset which is

sold has been developed by a political committee in the

normal course of operations and primarily for its own use

rather than to sell to others. FEC Advisory Opinion 1979-18

(sale of mailing lists to credit card company held not to be

prohibited).

The two 10 megabyte disc packs were purchased by the

RNC in 1976 for use in its own operation. It was not pur-

chased with the anticipation that it would at some future

time be a fund raising item. Indeed, these disc packs were

used for two years by the RNC and were only sold when they

could no longer fulfill the needs of the RNC.

- 9 -



Nor was the computer equipment sold by the RNC for

"general fund raising purposes." This transaction is clearly

distinguishable from a campaign committee's sale of artwork

in order to raise money to retire obligations which will be

or have been incurred for the purpose of influencing a

Federal election. See FEC Advisory Opinions 1980-34 &

1980-136. Here, the equipment was sold for two reasons:

(1) it was no longer adequate to fulfill the information

storage needs of the RNC, and (2) it had a marketable value

and if sold, would help defray the cost of the new, larger

equipment purchased by the RNC. The used computer equipment

was a capital asset in the hands of the RNC. As this Commission

has recognized, political committees have a quasi-fiduciary

obligation to manage their assets. FEC Advisory Opinion

1979-17. The RNC was compelled to attempt to sell this

excess equipment at a commercailly reasonable price.

Independent experts in the computer industry believe

that the $11,000.00 purchase price was a commercially

- 10 -



0
reasonable one. (Fanning and Schraeder Affidavits). Where

the transaction price paid was "no greater than the usual

and normal charge for those specific materials, the Commis-

sion [has] concluded that no 'contribution' would take place

and that the sale would not be prohibited under the Act."

FEC Advisory Opinion 1979-24.

Commercially reasonable transactions must be permitted.

AML purchased the equipment to facilitate the operation of

its own business, and it is still using this equipment

today. The transaction was not an intentional disguised

contribution.

Nor can this transaction be characterized as an "innocent"

or "taccidental contribution" which is a technical violation

of the Act, even though unintended. To do so would chill

every commercial transaction by a political committee and

make it impossible for any committee to dispose of any goods

or equipment -- indeed any property real, personal or mixed --

to any corporation or labor union except by gift. Such an

11 -



absurd result would clearly constitute an unreasonable

restraint on alienation. Dunlop v. Dunlop's Ex'rs., 144 Va.

297, 310, 132 S.E. 351, 354 (1926) (devise to son of absolute

fee simple title in both real estate and tangible personal

property held to vest in son absolute control and ownership,

notwithstanding subsequent condition that he should only

receive one-fourth if he sold the property).

A required extension of the view that the transaction

constituted a contribution is a finding that a sale of the

same equipment back to the RNC by AML would be a contribution

since the Act defines "anything of value" as being equivalent

to "money." If AML cannot exchange money for equipment with

the RNC, neither could it exchange equipment for money. If

this situation were to obtain, then every purchase by the

RNC of office equipment, paper -- or any item -- from a

corporation would be a contribution. As Commissioners

Aikens and Friedersdorf have stated, "It was not the purpose

of the Act to preclude bona fide business relationships



between political committees and corporations or banks."

FEC Advisory Opinion 1979-17 (dissenting opinion).

Surely, the Commission would not seek to require the

parties to act in a commercially unreasonable manner by

requiring the RNC to retain equipment for which it had no

use and AML to forego acquiring equipment which has been,

and still is, integral to is business operations. Neither

the Act nor the opinions of this Commission support such a

result.

Conclusion

AML respectfully requests that the Commission reconsider

its finding and dismiss the charge against it.

American Medical Laboratories, Inc.

By:
Counsel

Randolph W. Church, Jr.
Grady K. Carlson
McCANDLISH, LILLARD, CHURCH & BEST
A Professional Corporation
4069 Chain Bridge Road
Fairfax, Virginia 22030
(703) 273-2440
Counsel for

American Medical Laboratories, Inc.

-13-



FEDERAL ELECTION COMMISSION

Washington, D. C.

II

In Re: American Medical Laboratories, Inc. MUR 1180

AFFIDAVIT

I, William Fanning, being first duly sworn, depose and

il say as follows:

1. I am, and at all times relevant hereto have been,

Vice President of Marketing of Datatel, Inc., a corporation

engaged in the business of selling computer equipment and

services.

2. Both American Medical Laboratories, Inc. (herein-

after referred to as "AML") and the Republican National

1Committee (hereinafter referred to as "RNC") are customers

of Datatel.

3. In 1976, Datatel sold a 10 megabyte (MB) disc

drive and pack to the RNC as part of a Microdata Reality

computer system. Subsequently, the RNC purchased an addi-

tional 10 MB disc making its total disc 20 MB.

4. Thereafter, the RNC purchased a 150 MB disc pack,

and I learned that the RNC wanted to sell the two used 10 MB

discs with controller in order to help defray the cost of

the 150 MB disc upgrade to its system and because the manu-

facturer's configuration rules do not permit the use of a

150 MB disc with 10 MB discs. (See Attachement No. 1).

5. I learned that AML wanted to buy two 10 MB discs

with controller, as it already had a system which it wished

.to expand.

, 6. 1 advised the RNC that AML was in the market for

this equipment, and I advised AML that RNC wanted to sell



same.

7. In 1978, the manufacturer's list price for two 10

MB discs with controller was a total of $20,650. (See

Attachment No. 2).

8. In my opinion, the purchase price of $11,000.00

Ifor two used 10 MB discs paid by AML in October of 1978 was

a commercially reasonable one.

I understand that a false statement or answer to any

question in this Affidavit may subject me to penalties for

1perjury.

William Fni T

ISTATE OF VIRGINIA

ICOUNTY OF, to-wit:

The foregoing Affidavit was subscribed and sworn to

]before me, a Notary Public in and for the aforementioned

jurisdiction, this the ___ day of April, 1981 by William

IFanning.

f NotaryPu

My commission expires: ae2..4--7z ~I

I



ROYALETM CONFIGURATION RULES

The CPU chassis in the RoyaleTM Base System configurations (Models 4016, 4017, 4018 and 4019)

contains a total of nineteen (19) slots of which four (4) slots are used for the processor. The following

chart shows the space required for each base system configuration and the slots available for installa

tion of additional I/O interfaces and core memory.

MODEL *SPACE (SLOTS) REQUIRED SLOTS AVAILABLE

4016 8 11

4017 10 9

4018 9 10

or 4019 10 9

"Includes core memory modules

If the 1/0 interfaces and core memory modules that are required for the configuration exceed 01e

number of available slots, an I/0 Expansion Chassis (Model 4033) and Expansion Cabinet (Model

4023) must be ordered.

r 2. Each Royale Base System configuration includes a single-bay cabinet which accommodates a magnetic

7rtape drive or up to four (4) tape cartridge drives, the Royale CPU and its options, and up to two (2)

lOMB 2400 RPM disc drives. If more than two 10MB drives are required, Model 4448 is required

wnich not only consists of 10MB fixed disc subsystem (controller and drive) but includes an expan.

sion cabinet to accommodate the third drive.

3. Disc Configuration Rules

Two 10MB disc drives may operate with one disc controller and a maximum of four (4) 1OMB

drives (i.e., two disc controllers) are allowed per system. The iarger 25MB disc pack drives may be

mixed with' Royale configurations having 10MB fixed disc drives. The controller for the 25MB -r,;ve

can accommodate up to four drives. A maximum of eight 25MB disc pack drives (i.e., two disc con

trollers) are allowed per system. A total of three disc controllers for 10MB or 25MB drives may be

included in a Royale system.

The 150MB disc pack drives cannot be mixed with Royale configurations having 10MB fixel disc

drives and/or 25MB disc pack drives. The controller for the 150MB drive can accommodate o to

four drives allowing a total of 600MB on the system.

ATTACHMENT NO. 1



ROYALETM By Microdata
0

PRICE CONFIGURATION

L /
Date

Dealer Purchase Order No. Customer PUrChase Oroer No.

Requested installation Date

Customer Address (Street. City. state. Zia)

QUANTITY

BASE SYSTEM CONFIGURATION
"A" Series; CPU, system cabinet, 16KB core,
10MB fixed disc drive, Lodestar" tape cartridge,
Prismr- and port, 120 cps Matrix Printer ........

PRICE

i
x S35,995 = _____

4017 "B" Series, CPU, system cabinet, 32KB core,
10MB fixed disc drive, 800 bpi magnetic tape
(concurrent), Prism and port ......................... x 43,875 362 =

8 ...C" Series; CPU. system c . et, 32KB re,
40q8

<~ 32KB, re/
bp~~ 

IIn 
tp

(No 19

CI

"D" Series; CPU, system cabinet. 32KB core,
150MB disc pack drive, 800 bpi magnetic tape
(DMA), Prism and port ............................

%. •MEMORY
4083 16KB core (128KB max) ..............................

MASS STORAGE
t f.4443 10MB Disc Controller for up to two drives .......

%-%4448 10MB Fixed Disc Subsystem, includes 10MB

fixed disc, controller for up to two drives,
cable and expansion cabinet ..........................

,.-4449 10MB Fixed Disc Drive, includes cable
(must have one or three 10MB drives) ..............

x 101,300 =

x 3,500 =

X 2,500 =

x 11,250 =

_ 9,400 =

25MB Disc Pack Drive S stem, includes
25MB sc ack drive, ontr Iler for up
four -yIes, nterfac nd C3 le ................

M8 Disc ack rive, includes cable (for
use ,vith exi g controller) ..........................

2nd 150M8 Disc Pack Drive, includes cable.

3rd or 4th 150MB Disc Pack Drive, includes
host interface and cable ................................

MAGNETIC TAPE
Upgrade 800 opi, concurrent mode. magnetic
tape suosystem (model 4017) to 800 bpi
DMA magnetic tape subsystem ......................

Upgrade 800 bpi DMA magnetic tape sub-
system (model 4018) :c 1600 bpi DMA
m agnetic tape su bsystern ..............................

800 boi, NRZI, 25 --s magretic 'ape sub-
system (DMA); includes contrclleri
formatter (1 x 4), tape drive, cabinet
an d ca b le ..................................................

x 23,700 =

x 29,600 =

X 1,700 =

x 1,700 =

x 11,000 =

200 =

250 =

15

15 =

90 =

*A discount of 5-' is granted when published mronrthly maintenance charges are prepaid annually.
"Any enhancement to Model 4016 (Series

charge of S6,000.
7" is

A, configuration necessitates i one-time upgrade

ATTACHMENT NO. 2

Dealer

Customer Name

MODEL

4016&*

MONTHLY
MAINTENANCE*

291

692

54 =

25 =

113

88 =

4573

4574

4281

4282

4283



FEDERAL ELECTION COMMISSION

Washington, D. C.

In Re: American Medical Laboratories, Inc. MUR No. 1180

I, C. R. Cumming, being first duly sworn, depose and

say as follows:

1. I am, and at all times relevant hereto have been,

Vice President for Finance of American Medical Laboratories,

Inc. ("A0L").

2. In October of 1978, AML purchased two used 10

megabyte disc packs with controller from the Republican

National Committee ("the RNC") for $11,000.00. This price

was substantially less than that being quoted by other

sellers for this same equipment.

3. AML became aware of RNC's desire to sell this

equipment through William Fanning of Datatel, Inc. Prior to

this time, AML was not in contact with the RNC.

4. The two 10 megabyte disc packs with controller

were purchased by AML for use in its daily business operations.

ATML is still using this equipment today and regards it as an

integral part of its operation.

5. The $11,000.00 price was one arrived upon after

neaotiations between the RNC and AML.

8. In purchasing this computer equipment, AML did not

intend or desire to make a contribution to the RNC. AML

entered into this transaction solely for business reasons.

7. A~Y L has never made a contribution to any political

fund or partv.

C. R. Cu-in
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ISTATE OF VIRGINIA

:COUNTY OF FAIRFAX, to-wit:

The foregoing Affidavit was subscribed and sworn to before

:Ime, a Notary Public, on this the _ day of April, 1981

by C. R. Cumming, Vice President for Finance of American

iiedical Laboratories, Inc.

!51'Notary Public 0

My commission expires: 4-z#4 AJ

I
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FEDERAL ELECTION COMMISSION

Ii Washington, D. C.

In Re: American Medical Laboratories, Inc. MUR 1180

AFFIDAVIT

I, David Schraeder, being first duly sworn, depose and

i say as follows:

1 1. I am, and at all times relevant hereto have been,

President of Innovative Computers, Inc., a corporationII
engaged in the business of selling Microdata computers.

2. I have been active in the computer industry since

1962.

3. Iam not employed by, nor do I own stock in,

American Medical Laboratories, Inc.

4. It is my opinion that Innovative Computers, Inc.

would have sold two used 10 MB disc packs with controller in

1978 for $13,000.00 or $14,000.00. Our prices for used

I Microdata computer equipment are generally lower than those

i quoted by other firms in the industry.

5. It is my opinion that the purchase price of $11,000.00

for two used 10 MB disc packs with controller paid by AML in

October of 1978 was a commercially reasonable one.

I understand that a false statement or answer to any

question in this Affidavit may subject me to penalties for

perjury.

David Sphralqer

II



STATE OF VIRGINIA

COUNTY OF , _ , to-wit:

The foregoing Affidavit was subscribed and sworn to

before me, a Notary Public in and for the aforementioned

jurisdiction, this the / day of April, 1981 by David

Schraeder.

Notary PublicJ

My Commission expires: II'/L, I2)

II

ii

It



FEDERAL ELECTION COMMISSION

Washington, D. C.

In Re: American Medical Laboratories, Inc. MUR 1180

AFFIDAVIT

I Ronald Charnock, being first duly sworn, depose and

say as follows:

1. I am, and at all times relevant hereto have been,

the Director of Computer Services of the Repulican National

Committee (hereinafter referred to as "the RNC").

2. In 1978, the RNC purchased one 150 megabite disk

drive and pack for its Microdata "Realty" computer system.

3. Having no further use for the existing two 10

megabite disk drive and packs with controller, the RNC

advised Datatel, Inc. that it desired to sell this equipment.

4. William Fanning of Datatel informed the RNC that

American Medical Laboratories, Inc. (hereinafter referred to

as "AML") wanted to purchase this type of equipment.

5. Thereafter, the RNC sold this excess equipment to

AML for $11,000.00.

6. The two 10 megabite disk drive and packs with

controller were used by the RNC in the normal course of its

business, and were replaced only when the business needs of

the RNC exceeded the capability of this equipment.

I understand that a false statement or answer to any

quesition in this Affidavit may subject me to penalties for

perjury.

S° - -

Ronald Charnock
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DISTRICT OF COLUMBIA, to-wit:

The foregoing Affidavit was subscribed and sworn to before
. /"

me, a Notary Public, on this the 'day of April, 1981

by Ronald Charnock, Director of Computer Services of the

Republican National Committee.

~4: ~L~r1 ;
: N'4tary Public

€-" ,

My Commission expires:

- 2-



0



0) 0

*d

* ,.)

i4
0

4 ) .

0

U) 0) HH
r.)c

u 4

0



'wax FEDERAL ELECTION COMMISSION
.171 1 WASHINGTON, D.C. 20463

March 27, 1981

Mr. James Mercurio
Arent, Fox, Kintner,

Plotkin and Kahn
Federal Bar Building
1815 H Street, N.W.
Washington, D.C. 20006

Re: MURs 1166 and 1180
The Franklin Mint

Dear Mr. Mercurio:

This is in response to your letter of March 6, 1981,
requesting an extension of time in which to respond to the
Commission's Notification of Reason to Believe. The Office
of General Counsel has, decided, after considering your request,
to approve a 30-day extension of time in which to respond to
the Commission's notification. Furthermore, as to your contention
that the Commission's letter of January 11, 1981 did not receive
the attention it otherwise would have received because of a typo-
graphical error, the office of General Counsel would like to
remind you that the Commission's four (4) page Notification of
Reason to Believe, a copy of which was attached to that letter,

C" in addition to disclosing, in detail, the facts and issues
involved in this matter, clearly cites the Franklin Mint as the

C'. respondent in this matter. Nonetheless, your client has until
the close of business April 13, 1981 to respond.

Should you have any questions, please call William Taylor,
the attorney assigned to this matter, at 523-4529.

Charles N. Steele
General Counsel



FEDERAL ELECTION COMMISSION

5PATS WASHINGTON, DC.20463

March 27, 1981

Mr. Alphons J. Hackl
Acropolis Books Ltd.
2400 Seventeenth Street, N.W.
Washington, D.C. 20009

re: MUR 1180

Dear Mr. Hackl:

This is in reference to your letters of March 12, 1981

C1* and March 13, 1981 requesting an extension of time in which
to respond to the Commission's Notification of Reason to Believe.

-- The Office of General Counsel has decided, after considering
your request, to approve a 30-day extension of time in which to
respond to the Commission's notification. Thus, you have until

the close of business on April 13, 1981 to respond.

If you have any questions, please call William Taylor, the

attorney assigned to this matter, at 523-4529.

Sincerely. -.;

r"14 CNar " N. Sltee A

General Counsel



(FEDERAL ELECTION COMMISSION
WASHINGTON. D.C 20463

March 27, 1981

David M. Davenport, Esquire
Davenport and Associates P.L.
611 McLean Office Center
6845 Elm Street
McLean, Va. 22101

Re: MUR 1180

Dear Mr. Davenport:

This is in reference to your letter of March 18, 1981, requesting
an extension of time until 8th of April in which to respond to the
Commission's Notification of Reason to Believe. The Office of General
Counsel has decided to approve your request. Thus, your client has, as
requested, until April 8, 1981 to respond.

If you have any questions regarding this matter, please call
William Taylor, the attorney assigned to this matter, at 523-4529.

Sincere "

Cdirles N. Steele
General Counsel
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FEDERAL ELECTION COMMISSION
1,125 K SIR[[ I N.W.
WASHING ION, .C. 20461

MEMORANDUM TO:

FROM:

DATE:

SUBJECT:

CHARLES STEELE

MARORI W.EMMONS/JODY CUSTER

MARCH 20, 1981

REFERRAL OF LETTER REGARDING MUR 1180

The attached letter regarding MUR 1180 was received

in Chairman McGarry's office and then presented to the

Secretary of the Commission. It is being forwarded to

you for action.

ATTACHMENT:
Letter dated 3-18-81

~NP



FEDERAL ELECTION COMMISSION
WASHINGTOND.C. 20463

Offidal Business
Penalty for Private Use $300

Mr. Grady K. Carlsen, Esqu1fu
McCandish, Lillard, Church and-est
4069 Chain Bridge Road
McLean, Virginia 22030

-'4---

~(

POSTAGE AND FEES PAID
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0 0
DAVENPORT & ASSO44ES 3C.

ATTORNEYS AT LAW' ~ jr~

Sit McLEAN OFFICE CENTRE

MCEN 5 Lt4 0 PI "2: 38

DAVIE M. DAVENPORT (703) 79O-1e22 1629 K STREET. N. W.

ROBERT J, DAVENPORT SUITE 520

BRUCE V. MEYER March 18, 1981 WASHINGTON, D. C. 20006

John Warren McGarry, Chairman
Federal Election Commission
1325 K Street, N. W.
Washington, D. C. 20463

Re: Your File Number MUR 1180

Dear Mr. McGarry:

Please be advised that this firm represents Datatel, Inc.

of 3700 Mt. Vernon Avenue, Alexandria, Virginia, in regard to
the referenced matter.

My client has received a report of the Commission's
findings in that matter pursuant to U.S. Code Section 441b(a).
I am writing to request an extension of time in which to file
an answer or other responsive documentation to the Commission
up to and including April 8, 1981. A similar request has
been made and granted for the benefit of the Republican

ZC National Committee, the other party in this case. This
request would have been made earlier but the undersigned
was absent from the office with illness at the time the
matter was referred over by our client.

The additional time will be necessary to review the
several Commission Advisory Opinions referred to in the
memorandum so that the matter may be properly and expeditiously
handled.

Your assistance will be sincerel appreciate

Davd M Davenport

DMD:slg

CC: William E. Taylor, Esquire

Office of the General Counsel

CERTIFIED MAIL #370909
Return Receipt Requested



DAVENPORT & ASSOCIATES, P. C.
ATTORNEYS AT LAW

611 McLEAN OFFICE CENTRE

6645 ELM STREET

F- - MCLEAN, V IRGINA 22101

CERTIFIED MAIL#370909
Return Receipt Reques

John Warren McGarry, Chairman
Federal Election Commission
1325 K Street, N. W.
Washington, D. C. 20463

* ____

I

A~Mf(vUw~Jim
I

0FRE *41



DAVENPORT & ASSOCIATES. P. C.
ATTORNEYS AT LAW

Sit MCLEAN OFF ICE CENTRE

6045 ELM SIREET

14CLEAN, VIRO[NIA |21O

D ILU M (,A'vENPO) FRT (703) 790-1462 16.!9 K srk ET, N. W.
RCF E EN' r)AVENP-ORT SUITE 520
BR ., F MEYER March 18, 1981 WASHINGTON, D. C 2O0(.0

John Warren McGarry, Chairman
Federal Election Commission
1325 K Street, N. W.
Washington, D. C. 20463

Re: Your File Number MUR 1180

Nf Dear Mr. McGarry:

Please be advised that this firm represents Datatel, Inc.
of 3700 Mt. Vernon Avenue, Alexandria, Virginia, in regard to
the referenced matter.

My client has received a report of the Commission's
findings in that matter pursuant to U.S. Code Section 441b(a).
r am writing to request an extension of time in which to file
an answer or other responsive documentation to the Commission
up to and including April 8, 1981. A similar request has
been made and granted for the benefit of the Republican
National Committee, the other party in this case. This
request would have been made earlier but the undersigned
was absent from the office with illness at the time the
matter was referred over by our client.

The additional time will be necessary to review the
several Commission Advisory Opinions referred to in the
memorandum so that the matter may be properly and expeditiously
handled.

Your assistance will be sincerely appreciated.

DMD:slg

CC: William E. Taylor, Esquire U :1 d I
Office of the General Counsel



DAVENPORT & ASSOCIATES, P. C.
ATTORNEYS AT LAW

Oil MCLEAN O7IICE CENTRI

6645 ELM STREET

MCLEAN, VIRGINIA 9901

DAVID M. DAVENPORT (703) 790-1262 1629 K STREET, N. W.

ROBERT J. DAVENPORT SUITE 520

BRUCE V. MEYER WASHINGTON. 0. C. 20006March 18, 1981

William E. Taylor, Esquire
Office of the General Counsel
Federal Election Commission
1325 K Street, N. W.
Washington, D. C. 20463

Dear Mr. Taylor:

Per our telephone conversation of date, and your
suggestion, I have mailed the original of the enclosed
letter to John Warren McGarry, Chairman of the Federal
Election Commission, requesting an extension of time for

fe response for my client, Datatel, Inc., up to and including
! 'n April 8, 1981.

.C" I look forward to receiving from you the Commission
Advisory Opinions we discussed and working with you to
achieve a satisfactory resolution to this matter.

With best regards, I am

Davi Davenport

DMD:slg

Enclosure



DAVENPORT & ASSOCLTES, P. C.
ATTORNEYS AT LAW

611 MCLEAN OFFICE CENTRE

6845 ELM STREET

MCLEAN, VIRGINIA 22101

William E. Taylor, Esquire
Office of the General Counsel
Federal Election Commission
1325 K Street, N. W.
Washington, D. C. 20463



ROBERT J. McCANDLISH, JR.
ROTHWELL J. LILLARD
RANDOLPH W. CHURCH. JR.
STI[tPHEN L. BEST
JESSE S, WILSON, t11

OERALO R. WALSH
PETER A. ARNTSON
THOMAS J. CAWLEY
RANDOLPH A. SUTLIFF
WILLIAM 9. DONNELLY, "
ROBERT H. J. LOFTUS

GRADY K. CARLSON
ANN WOOD MISCHE
BARBARA L. ABERNETHY
R. PEYTON MAHAFFEY
PAUL 0. TERPAK
JOHN M. GRAY

WILLIAM C. BAUKNIGHT
(COUNSEL)

LAW OFFICES

MCCANDLISH, LILLARD, CHURCH & BEST
A Pfou'ansxoNAL CowvOATON

THE BARBOUR HOUDE

4069 CHAIN BRIDGE ROAD

FAIRFAX, VIRGINIA 22030

TELEPHONE (703) 273-2440

March 17, 1981

Federal Election Commission
1325 K Streets, N.W.
Washington, D. C. 20463
ATTN: William E. Taylor, Esquire

Re: American Medical
MUR 1180

Laboratories, Inc.

Dear Mr. Taylor:

Thank you for speaking with me by telephone this
morning.

This will confirm that conversation wherein you
advised me that our request for an extension on behalf
of American Medical Laboratories, Inc. has been granted.
The due date for our response is April 8, 1981.

Thank you, again, for your assistance in this matter.

Sincerely yours,

Grady K. Carlson
Counsel for American

Medical Laboratories, Inc.

GKC/sc

. . RICHARDSON

(ISS4-1954)

HUGH a. MARSH

(1900 - 1976)

FILE NO

L tI
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LAW OFFICES

MCCANDLIBH, LILLARD, CHURCH & BEST
. A PRODBSUONAL CORPORATION

THEI BARBOUR HoUSE

4069 CHAIN BRIDO ROAD

FAIRFAX, VIROINIA 82030

C

Federal Election Commission
1325 K Streets, N.W.
Washington, D. C. 20463
ATTN: William E. Taylor, Esquire

0-S

JO r,
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AMERICAN MEL
11091 Main Street, P.O. Box 188,

r---P k7-•InM
ATORIES, INC.

30 / Telephone: (703) 273-7400

March 17, 1981

Federal Election Commission
1325 K Street, N.W.
Washington, DC 20463

Attn: William E. Taylor, Esq.

Re: AML, Inc.
MUR 1180

Dear Mr. Taylor:

Pursuant to 11 C.F.R., Sectionlll.23, please be advised
that the firm of McCandiIsh, Lillard, Church & Best is
authorized to represent AML, Inc. in connection with all
matters pertaining to MUR 1180. The individual attorneys
who are familiar with this matter are Randolph W. Church, Jr.
and Grady K. Carlson.

Thank you for your assistance.

Sincerely,

,L e

CRC:rh C. R. Cumming
Vice President of Finance
& Treasurer

cc: Randolph W. Church, Jr.
Grady K. Carlson

L, : d 61 i " 1d

4d1
. v1'1ai 7~ . 2 134: L) IiL ,

'/: C)~



AMERICAN MEDWRL RATORIES. INC.
,o 11091 Main Street, P.(0o 1 Fairfax, Virginia 22030

/

in

151
C.

~:4 ~
1% ~

Federal Election Commission
1325 K Street, N.W.
Washington, DC 20463

Attn: William E. Taylor, Esq.

?i t



DICKSTEIN, SHAPIRO & MORIN
2101 L STREET, N.W.

WASHINGTON, D.C. 20037

JUSTIN D. SIMON 202 785- 9700 598 MADISON AVENUE

DIRECT DIAL NEW YORK, N Y 10022

?02 828-2?1 TELEX: 892608 DSM WSH 2832-1900

BY HAND March 18, 1981

William Taylor, Esquire
Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463

c.n

Re: MUR 1180

Dear Mr. Taylor:

I am writing on behalf of our client, National Direct
Mail Services, Inc. ("NDMS"), in response to the February 23,
1981 letter of Chairman McGarry. In that letter, Chairman
McGarry reported that as a result of a routine audit by the
Staff the Commission had issued a Notification of Reason to
Believe Finding that NDMS had violated 2 U.S.C. §441b. The
matter in issue concerns the purchase of envelopes by NDMS
from the Republican National Committee ("RNC") for a total
amount of $680.

It is our view that NDMS in no way violated §441b in
this matter. Let me briefly outline the reasons for this con-
clusion. First, neither the FECA nor the regulations of the
Commission prohibit any company from engaging in business trans-
actions with a political committee.*/ That being so, the mere
fact that a company such as NDMS made a purchase from the RNC
in no way forms the basis for a "reason to believe" that §441b
was violated. Second, the definition of contribution contained
in 5431 (and read into §441b(a)), requires that a payment be made
"for the purpose of influencing any election for federal office"
to constitute a "contribution." The reference to the term
"contribution or expenditure" contained in §441(b)(2) merely
elaborates on the basic definition of the Act, but does not
eliminate the requirement that the payment be made for the
purpose of influencing a election for federal office. There
is nothing in the Commission's findings which indicates that

*/ See AO 1979-24



Mr. William Taylor
March 18, 1981
Page Two

the Commission found such a prohibited purpose -- indeed, the
Commission noted that its "evidence indicates that the corpora-
tion did not realize that they were making a contribution ...
but believed they were involved in an arms-length transaction."
Based on my discussions with the Staff, there is no evidence of
such a prohibited purpose. Accordingly, on the face of the
matter, we submit there is no factual basis for any further
action by the Commission.

Third, when one probes below the surface, one discovers
that there is no conceivable manner in which this transaction
could be construed to violate the FECA. The 100,000 envelopes
in question were purchased at cost. The envelopes were blank,
ivory #7-3/4 with windows and were readily interchangable and
usable for a multitude of commercial purposes by NDMS. Prior
to their purchase by NDMS, these envelopes were collecting dust
in a warehouse and, according to our information, the RNC was
faced with one of three choices: 1) paying storage charges for
them; 2) discarding them; or 3) selling them. At the time of
the purchase, NDMS had another client for whom the envelopes
could be used.

As the Commission made clear in Advisory Opinion 1979-24,
political committees are allowed to engage in such sales as long
as the price received for such goods "is not greater than the
usual and normal charges for those specified materials." Since

* the Commission would have allowed RNC to sell these envelopes
for their normal commercial value, a fortiori, they most certainly
are allowed to sell excess supplies at ost. This is especially
true where, as here, the purchaser has a legitimate commercial
use for the items purchased.

The short of it is we do not believe there is any basis
for any further action in this matter by the Commission. We
remain more than willing to discuss this matter with you further
if you have any questions.

Sincerely,

tnD. Simon

JDS: ms



DICKSTEIN, SHAPIRO & MORIN

2101 L STREET, N.W.

WASHINGTON, D.C. 20037

JUSTIN D. SIMON 202 785- 9700 5e8 MADISON AVENUE

DIRECT DIAL NEW YORK, N. Y 10022

,?2 8-2211 TELEX: 892608 DSM WSH 212 632-1900

(... •

-o

BY HAND March 18, 1981

Mr. William 
Taylor

Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463

Dear Mr. Taylor:

At your request, I am enclosing herewith a letter
from Peter L. Boggs, Executive Vice President of National
Direct Mail Service, Inc., authorizing this firm to appear
on their behalf on MUR 1180. In addition to Mr. Jost, whose

name was incorrectly spelled in the enclosed letter, please
C1M  feel free to contact me if you have any further questions.

Sincerely,

J in D. Simon

JDS:ms

Enclosure



O)NAL6

WASHINGTON, D.C. • COLUMBUS, OHIO

March 16, 1981 "

Mr. John Warren McGarry -0
Chairman
Federal Election Commission
Washington, D.C. 20463 C"

Re: MUR 1180

__ Dear Mr. McGarry:

Please be advised that Dickstein, Shapiro and Morin will

be the legal representatives of National Direct Mail Services,
Inc. in reference to MUR 1180. All further correspondence
should be directed to the following person:

Peter Yost, Esquire
Dickstein, Shapiro and Morin
2101 L Street, N.W.
Washington, D.C. 20037

Sincerely,

~Peter L. Boggs
Executive Vice President

PLB :sl
cc: Peter Yost, Esquire

Robert P. Odell, Jr.

WASHINGTON ADDRESS: 4733 BETHESDA AVENUE, SUITE 530, BETHESDA, MARYLAND 20014 0 (301) 654-8700
COLUMBUS ADDRESS: FIFTY WEST BROAD STREET, COLUMBUS, OHIO 43215 * (614) 228-3269



DICKSTEIN, SHAPIRO & MORIN
2101 L STREET, N.W.

WASHINGTON, D.C. 20037

4e William Taylor, Esquire

Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463

BY HAND

N
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

March 18, 1981

Mr. Donald L. Ivers, Esq.
Republican National Committee
310 First Street, S.E.
Washington, D.C. 20003

Re: MUR 1180

Dear Mr. Ivers:

This is in reference to your letter of March 9, 1981,
requesting an extension of time in which to respond to the
Commission's Notification of Reason to Believe. The Office
of General Counsel has decided, after considering your request,
to approve a 30-day extension of time in which to respond to
the Commission's notification. Thus your client has until the
close of business on April 13, 1981 to respond.

If you have any questions, please call William Taylor,
the attorney assigned to this matter at 523-4529.

General Counsel



f FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

Mr. Donald L. Ivers, Esq.
Republican National Committee
310 First Street, S.E.
Washington, D.C. 20003

Re: MUR 1180

Dear Mr. Ivers:

This is in reference to your letter of March 9, 1981,
requesting an extension of time in which to respond to the
Commission's Notification of Reason to Believe. The Office
of General Counsel has decided, after considering your request,
to approve a 30-day extension of time in which to respond to
the Commission's notification. Thus your client has until the
close of business on April 13, 1981 to respond.

If you have any questions, please call William Taylor,
the attorney assigned to this matter at 523-4529.

Sincerely,

Charles N. Steele
General Counsel



BKDKS LTD
... . K rih 3,
! si i-!<or ' _'C 2' : ,

(202) 387-6805

March 13, 1981

William E. Taylor, Esq.
Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463

RE: MUR 1180

Dear Mr. Taylor,

Following up on our telephone conversation of today,
we respectfully request a 30 day extenstion on the above
cited matter.

Many thanks for your consideration.

Sincerely,

Alphons J. Hackl
Publisher

AJH/mmc

:1 1 91j



A ACFlOPOIS BQOKS LTD -p ut :2

William E. Taylor, Esq.
Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463
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* William E. Taylor, Esq.
Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463



ACR~OPOLIS
BGDKS LTD

l ci .r.fcnLh S[ [

(202) 387-6805

March 12, 1981

William E. Taylor, Esq.
Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463

RE: MUR 1180

Dear Mr. Taylor,

In reply to the letter of John Warren McGarry dated February

23, we request a continuance of this matter as discussed with you

on the telephone today, or that you will drop this case for the

reasons stated below.

Please let me point out that we never made a contribution to
the Republican National Committee, and that the payment referred
to by the letter was a royalty negotiated at arms length after

time consuming and hard negotiation, stipulated by the authors
in the Author-Publisher book contract, which we were obligated to

pay.

The book, REPUBLICAN HUMOR, by Steve Skubik, was a sequel

to THE HANDBOOK OF POLITICAL HUMOR, also by Steve Skubik and

published by us in 1968. This book contained anecdotes contri-
buted by George McGovern, Mark Hatfield and Dwight Eisenhower,
among cthers.

Acropolis Books Ltd. would have been in violation of the

Author-Publisher contract if the stipulated royalties had not been

made to the Republican National Committee.

We trust that you will find this reason for the case to be
dropped. Thank you in advance for your consideration.

Sincerely,

Alp ons Hackl
Publishqr

f



' FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

March 12, 1981

Ms. Sandra L. Leibsen
National Direct Mail Services, Inc.
4733 Bethesda Avenue, Suite 530
Bethesda, Maryland 20014

Re: MUR 1180

Dear Ms. Leibsen:

This is in reference to your letter of March 2, 1981,
requesting an extension of time in which to respond to the

7T Commission's Notification of Reason to Believe. The Office
of General Counsel has decided, after considering your request,
to approve an extension of 10 additional days in which to

-respond to the Commission's Notification. Thus, National Direct
Mail Services, Inc., has until March 18, 1981, to respond.

If you have any questions regarding this matter, please
call William Taylor, the attorney assigned to this matter at
(202)523-4529.

r Since re

General Counsel



FEDERAL ELECTION COMMISSION
WASHINGTON, D.C 20463

March 12, 1981

Mr. Grady K. Carlsen, Esquire
McCandish, Lillard, Church and Best
4069 Chain Bridge Road
McLean, Virginia 22030

Re: MUR 1180
Airerican Medical Laboratories,

Incorporated

Dear Mr. Carlson:

VThis is in reference to your letter of March 4, 1981,
requesting an extension of time in which to respond to the
Commission's Notification of Reason to Believe. The Office
of General Counsel has decided, after considering your request,
to approve a 30-day extension of time in which to respond to
the Commission's notification. Thus, your client has until
the close of business on April 8, 1981, to respond.

If you have any questions regarding this matter, please
call William Taylor, the attorney assigned to this matter at
(202)523-4529.

General Counsel
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FRANKLIN MI INT CORPORATION
FRANKLIN CENTER. PENNSYLVANIA 19091

9 March 1981

Federal Election Commission
1325 "K" Street, NW - .*

Washington, DC 20463 r l' f:

RE: Franklin Mint Corpogatigp
MUR 1166 and X1R 1180

Dear Sirs:

Pursuant to 11 CFR S111.23, Franklin Mint Corporation hereby

advises that it wishes to be represented by counsel with re-

gard to the above matters.

The name, address and telephone number of our counsel is as
follows:

James P. Mercurio
Arent, Fox, Kintner,Plotkin & Kahn
1815 "H" Street, NW
Washington, DC 20006
202/857-6092

The foregoing counsel is authorized to receive any and all

notifications and all communications from the Commission on

behalf of Franklin Mint Corporation in these matters.

Sincerely,

FRANKLIN MINT CORPORATION

e arWin rad
Secretary

DSW: cm

cc: J. P. Mercurio



Republican
National
Committee
Donald L. Dyers
House Counsel

March 9, 1981

3>

Office of the General Counsel
Federal Election Commission-
1325 K Street, N. W.
Washington, D. C. 20463

ATTN: William E. Taylor, Esq.

RE: MUR 1180

Gentlemen:

Pursuant to telephonic discussions with Mr. Taylor

of your office and in light of the rather extensive period of

time involved in the above referred MUR and the potentially

extensive list of co-respondents, the Republican National Coin-

mittee respectfully requests a thirty-day extension for response.

Your prompt and favorable consideration of this matter

will be appreciated.

Very truly yours,

Donald L. Ivers

DLI :j d

Dwight D. Eisenhower Republican Center: 310 First Street Southeast, Washington, D.C. 20003.



Republican
National
Committee.

Office of the General Counsel
Federal Election Commission
1325 K Street, N. W.
Washington, D. C. 20463
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CITIES SERVICE COMPANY

BOX X00

TULSA, OKLAHOMA 74102

918/561-8389
JOHN A. LYCKMAN LEGAL DIVISION

ATTORNEY March 4, 1981

William E. Taylor, Esq.
Federal Election Commission
Washington, D. C. 20463

Dear Mr. Taylor:

RE: MUR 1180

I am writing in response to the Notification of
Reason to Believe Finding (the "Notice") dated February 23,
1981, and indicating "Cities Service Corp." as Respondent.
The Notice indicated that your audit of the records of the
Republican National Committee ("RNC") show that Respondent
purchased precinct lists from the RNC in May and November of
1977. In our conversation on March 3, 1981, you indicated
that your records also show the Respondent's actual name as
Civic Services Corp. located in St. Louis, Missouri and incorpo-
rated on January 23, 1970.

FAs Cities Service Company is not that Company named

as Respondent in the Notice, I request that no further action
be taken against Cities Service Company with respect thereto.

Ve y truly yours,

JAL:sb

cc: Messrs. Park Holland, Jr. - 1104 PPL, Tulsa
Graydon D. Luthey - 1102 PPL, Tulsa

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

ot: :2,c a "



JOHN A LYCKIAN ESQ

CITIES SERVICE COMPANY
BQ0 300. TULSA, OKLAHOMA 74102

1^y

+ 1: 47:113"1
't t ., E -'

WILLIAM E TAYLOR ESQ

FEDERAL ELECTION COMMISSION

WASHINGTON DC 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED



Arent, Fox, Kintner, Plotkin & Kahn
Federal Bar Building, 1815 H Street, NW.
Washington, D.C. 20006
Iblephone: (202) 85746000 -
Cbl: ARJFOX "blex: WU 8672 I" 440266

C0

James P Mercurio
(202) 857-6092 "0

March 6, 1981

Charles N. Steele, Esquire
General Counsel
Federal Election Commission
1325 K Street, N. W.
Washington, D. C. 20463

Re: Franklin Mint Corporation
MUR 1166 and MUR 1180

Dear Mr. Steele:

We are counsel for Franklin Mint Corporation in the
above matters. The company's letter of representation pur-
suant to 11 CFR §111.23 will follow.

On March 3, 1981, Franklin Mint Corporation received
a letter in MUR 1180 which stated that the Federal Election
Commission on December 2, 1980 had found reason to believe
that the company had violated 2 USC §441b(a) by making certain
payments to the Republican National Committee. The letter re-
quests that the company submit any factual or legal material
that it believes relevant within ten (10) days.

On January 13, 1981, the company received a letter
in MUR 1166 which stated that the Federal Election Commission
on December 2, 1980 found reason to believe that "the Republican
National Committee h'ad violated 2 USC §41 (f)." A copy of this
letter is enclosed. On March 4, 1981 the counsel for the Com-
mission advised us that, although it did not so state, the
enclosed letter was intended to notify Franklin Mint Corporation
that the Commission had found reason to believe that it had
violated 2 USC §441b(a) by making certain payments to the
Democratic National Committee. Apparently, a memorandum that
accompanied this letter did discuss a possible violation by
Franklin Mint, but since the covering letter itself did not
allege a violation by Franklin Mint Corporation the matter did
not receive the attention it otherwise would have received, and
legal counsel was consulted in this matter only after the
company received the letter in MUR 1180 on March 3, 1981.



Arent, Fox, Kintner, Plotkin & Kahn

Charles N. Steele, Esquire
Page Two
March 6, 1981

As I advised Messrs. Whitehead and Taylor during a
conference with them on March 5, 1981, we have not had an op-
portunity to look into this matter with our client or to consider
whether any factual or legal material should be submitted on
behalf of Franklin Mint Corporation, or whether the possibility
of informal conciliation should be pursued. In addition, pre-
vious commitments would make it very difficult to adhere to
the deadline set forth in the Commission's letter in MUR 1180.
We respectfully request, therefore, that the deadline for sub-
mission of any factual or legal materials and any discussion
of informal conciliation in both MUR 1166 and 1180 be exterded
to April 13, 1981.

Thank you for your consideration in these matters.

Sincerely,

* ' James P. Mercurio

JPM:kcm
Enclosure
cc: Thomas Whitehead

William Taylor



January 8, 19S1

CERTIFIED MAIL
P -TUR RECEIPT REQUESTED

Mr. Charles L. 
Andes

Franklin Mint

Franklin Center, 
PA 19091

Re: MUR 1166

Dear Mr. AflQ~~
Dear Mr. Andesi"ndnte omlcus

Based on information 
ascertained in 

the normal course

of carrying out its supervisory 
responsie 2, 1980, found

Federal Electin Comlission, on December 
2 90 ftee

reason to believe 
that the Repub 

atonal Coimmitto'

violated 2 U.S.C. 
§ 4la(f). A report on the Commission 

s

fi.ding.i a MA for your information-

In the absence of any additional information which

nste at ofurther action should be taken 
against

yrmoirates that no furthr S may find probable cause to
yor t cmmittee, the comsson 

may fin prced with

beiv ta violation has occurred and proceeal

rmali  conciliation. Please submit any factual

mtrTiial that you believe to be relevant within ten (10)

days. of course, this does 
not preclud theor to a finding

this matter through 
informal conciliation 

pri
his atte thrugh . -"veif you so desire.

of probable cause tO 
believe - -you th.i d t terr

.... _ i this matter,.

... ....... ........ .... .......... ...

,assigned to tnhis
-L



Arent, Fox, Kintner, Plotkin & Kahn
Federal Bar Building. 1815 H Street, N. W

Washington, D. C. 20006

Charles N. Steele, Esquire
General Counsel
Federal Election Commission
1325 K Street, N. W.
Washington, D. C. 20463



Arent, Fox, Klntner, Plotkin & Kahn
Federal Bar Building, 1815 H Street, N. W

Washington, D. C. 20006

Thomas Whitehead, Esquire
Assistant General Counsel
Federal Election Commission
1325 K Street, N.W.
Washington, D. C. 20463
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caile-~Deardourff & Associates, Inc.P 6720 Old McLean Villale Drive -.

McLean, Virginia 22101 (703) 42-80. .
r-

MAR 9

Douglas L. Bailey March 5, 1981 _ '
Presidento

Re: MUR 1180 -W

Dear Sirs:

We acknowledge receipt of your letter of February 23, 1981, enclosing a
form which appears to be described as MUR #1180.

The form (which incidentally misspells our name) recites:

"The records of the Republican National Committee (R.N.C.) show
that the R.N.C. received funds from Bailey, Deurdouff Assoc. Inc.
(Bailey Deurdouff) in the amount of $750.00 for pips listings
purchased by Bailey Deurdouff from R.N.C."

0 The form further states:

"It should be added that the evidence indicates that the corporation
did not realize they were making a contribution in contravention of
2 U.S.C. S 441b, but believed they were involved in an arm's length
business transaction."

.,Our discussions with Mr. Taylor of your staff indicate that he is referring
to a payment of $750.00 on September 29, 1978 by our check #11624 which was

,2 in payment of invoice #1122 of the Republican National Committee dated
May 3, 1978 for Illinois Tenth Congressional District Analysis pips in
the amount of $250.00 and Republican National Committee invoice #1153
dated June 6, 1978 for precinct voter analysis pips in the amount of
$500.00. These invoices were paid by our check #11624 dated September 28,
1978 in the amount of $750.00.

For the record, I can state that this information was purchased by our
company from the Republican National Committee pursuant to an agreement
in the ordinary course for no more than fair market value and on an arm's
length basis. We considered the Republican National Committee to be no
different from any other vendor of data and information we use in our
business. Furthermore, we know of no other place where the needed infor-
mation could have been obtained without inordinate effort and expense.
It would have cost our company considerably more to have generated the

dmm kcII L11



-,2 -

data ourselves than we paid the R.N.C. for it. Consequently, we believed
then and believe now that we received full value and in fact got a bargain.
Moreover, we were led to believe that this data was charged to us at
R.N.C.'s cost so there was no reason for us to believe there was any
excess over R.N.C.'s cost to apply to any election.

Consequently, we have had no reason to believe that we were making any
direct or indirect payment, distribution, loan, advance or gift of money
or any services or anything of value to any candidate, campaign committee
or political party or organization in connection with any election to
federal office.

We did not then and do not now believe that there has been any violation
by Bailey, Deardourff & Associates, Inc. of 2 U.S.C. %441b.

Sincerely yours,

Douglas L. Bailey
President

e I

Federal Election Commission
Washington, D.C. 20463

Attention: Mr. John Warren McGarry, Chairman

Ow 0
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Bailey, Deardourff & Associates, Inc.
6720 Old McLean Village Drive

McLean, Virginia 22101

ATTENTION:
MR. JOHN W.
CHAIRMAN

FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

MCGARRY,

9.' -C

I-,K,1 ral Ilt 11
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FEDERAL ELECTION COMMISSION
%ASIHINCTON. DC 20463

MEMORANDUM TO: CHARLES STEELE 4p

FROM: MARJORIE W. EMMONS/MARGARET CHANEY,

DATE: MARCH 9, 1981

SUBJECT: REFERRAL OF LETTER REGARDING MUR 1180

The attached letter regarding MUR 1180 was received

in Chairman McGarry's office and then presented to the

Secretary to the Commission. It is being forwarded to

you for action.

ATTACHMENT:
Letter dated 3-4-81 from Bailey/Deardourff

g e-
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ROSERT J. McCANDLISH. JR.
ROTHWELL J. LILLARD
RANDOLPH W. CHURCH. JR.
STEPHEN L. BEST
JESSE S. WILSON, 131
GERALO R. WALSH
PETER A. ARNTSON
THOMAS J. CAWLEY
RANDOLPH A. SUTLIFF
WILLIAM E. DONNELLY. 3U
ROBERT H. J. LOPTUS

GRADY K. CARLSON
ANN WOOD MISCHE
BARBARA L.ASERNETHY
R. PEYTON MAHAFFEY
PAUL B. TERPAK
JOHN M. GRAY

WILLIAM C. BAUKNIGHT
(COUNSEL)

LAW OFFICES

MCCANDLISH, LILLARD9 CHURCH & BEST
A PuozzsxoNAL ComPOuATIox

THE BARBOUR Housn

4069 CHAIN BRIDO RO"D

FAIRFAX, VIRGINIA 22030

TELEPHONE (703> 273-2,40

March 4, 1981

riLl NO.

CERTIFIED MAIL #157529
RETURN RECEIPT REQUESTED

Federal Election Commission
1325 K Streets, N.W.
Washington, D. C. 20463
ATTN: William E. Taylor, Esquire

Re: American Medical Laboratories, Inc.
MUR 1180

Dear Mr. Taylor:

Thank you for speaking with me by telephone this
morning.

On behalf of American Medical Laboratories, Inc., I
request a thirty day extension of the time period within
which factual or legal material may be submitted in response
to the Commission's finding.

Sincerely yours,

Grady K. Carlson
Counsel for American

Medical Laboratories, Inc.

GKC/sc

C,:d 1~

f
r
. 0, RICHARDSON

(084-10S4)

HUGH S. MARSH

(1900 - 1 076)

P-1 I



LAW OFFICES

MCCANDLISH, LILLARD. CHURCH & BEST
A PRoPzauo,,8NAL CoMPORAVroN

THE BARBOUR HousE

4069 CHAIN BRIDGOE RoAD

FAIRFAX, VIROINIA 22030

Federal Election Commission
1325 K Streets, N.W.

No. 157529 Washington, D. C. 20463
ATTN: William E. Taylor, Esquire

o":S



RORrRT J. MCCANDt I51H. JR

C)t- b4WELL J. LILLARO

RANDOLPH W. CIIURCH, JR.

STE",41EN L. SCSI

JESSE S. WILSON. IlI

GERALD R. WALSH

PETER A. ARNTSON

THOMAS 4. CAWLIV

RANDOLPH A. SUTLIr7"

WILLIAM C. DONNELLY, III

ROBERT H. J. IOrTUS

GRADY K, CARLSON

ANN WOOD MISCH
F"

SANRARA L.ABrRNETHY

R PEYTON MAHArrCY

PAUL S. TERPAK

JOHN M. GRAY

WILLIAM C, BAUKNIOHT
-COUNSEL)

* 94Lc~
LAW OFrCES

MCCANDLISJI. LILLARD, CHURCH & BEST
A PROHFSSIONAL CORPORATION

THiE BAHIOUR lo1-1.
4069 CHAIN J3RIDOE ROAD

FAiRpAxVIROINIA 22030

TELEPHONE (703, Z73 -Z4AO

March 4, 1981

FILL NO

CERTIFIED MAIL #157529
RETURN RECEIPT REQUESTED

Federal Election Commission
1325 K Streets, N.W.
Washington, D. C. 20463
ATTN: William E. Taylor, Esquire

Re: American Medical Laboratories, Inc.
MUR 1180

Dear Mr. Taylor:

Thank you for speaking with me by telephone this
morning.

On behalf of American Medical Laboratories, Inc., I
request a thirty day extension of the time period within
which factual or legal material may be submitted in response
to the Commission's finding.

Sincerely yours,

Grady K. Carlson
Counsel for American
Medical Laboratories, Inc.

GKC/sc

zi:~ ~

r, o. RICHARDSON

(166481 4)
HUOH 0. MARSH

(1900- 1976)

A41()/



LAW OFFICES

MCCANDLISH, LILLARD, CHURCH & BEST
A P ROESSIoNMAL COuponArAO

THE BARBOUR HousE

4069 CHAIN BRIDOG RoA)D

b PAIRPAX,VIROINIA 8030

C)
'~ II~r-i

Federal Election Commission
1325 K Streets, N.W.
Washington, D. C. 20463
ATTN: William E. Taylor, Esquire
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PEABODY, RIVLIN, LAMBERT & MEYERS
A Pu OmsSoNAL CORPORATION

ENDICOTT PEABODY
LEWIS A. RIVLIN

JIEREMIAH 0. LAMBERT
TEOSON J. MEYERS

CHARLES T. DUNCAN
DAVID J. TAYLOR
MICHAEL W. FABER

JOHN R. FEROUSON
TIMOTHY J. WATERS

JOHN T. SCHELL
PETER B. ARCHIE
CHARLES R. WORK
JOHN A. HODGES
ROBERT H. MORSE
ROBERT A. WARDEN
ROBERT N. JENSEN
COLLISTER JOHNSON, JR.
JOHN LOCKIE
ROBERT P. VISSER
TIMOTHY L. HARKER
NATHALIE P. GILFOYLE
RONALD J. DOLAN

WASHINGTON, D.C. 2oo3

TWELFTH FLOOR

CONNECTICUT BUILDING

IIO CONNECTICUT AVENUE, N. W

TELEPNONE 1202) 457-1000

CABLE ADDRESS:-EXCELSIOR"
TELEX: 097413

March 2, 1981

LAWRENCE WHITE
JEANNE A. CARPENTER
JOHN MARK JANSEN
NANCY MARIE STILES
MICHAEL W. BEASLEY
ROBERT J. MILLER
GLENN R. REICHARDT
JOEL B. WINNIK
WILLIAM 0. COSTON

RALPH A SIMMONS
JFRECY.N. MARTIN
ROBERT A. HAZEL C.
DIANE 0 LUERT WEINSTEIN
JAY 0. ELTY
ROBER*. OODBIY
KATHRYN C.PAULI.

JANINE H. COWARD
MYROP .DALEI

'OCOUNSEL
JORO-". CdRDOVA. JR.

WRITIqeP"IRECT DIAL NUMBER

(202) 457-1019

BY HAND DELIVERY

William E. Taylor, Esquire
Federal Election Commission
1325 K Street NW
Washington DC 20463

Dear Mr. Taylor:
Re: MUR 1180

Reference is made to the letter from Chairman
McGarry to Robert Teeter, President of Market Opinion Research

("MOR") regarding the Commission's finding of reason to
believe that MOR violated 2 U.S.C. S 441b(a) with regard to

the above-referenced Matter Under Review.

This is to confirm that I have been retained to
represent MOR with regard to this matter and that we will
meet at your offices on Wednesday, March 4, at 11 o'clock.

Sincerely,

Robert P. Visser

cc: Robert Teeter

:Z~ ~K<



LAW OFFICES

PEABODY. RIVLIN, LAMBERT & MEYERS

A PROFESSIONAL CORPORATION

CONNECTICUT BUILDING-TWELFTH FLOOR

1150 CONNECTICUT AVENUE, N.W.

WASHINGTON, 0.C. 20036

BY IAVD) DELIVRRY

William E. Taylor, Esquire
Federal Election Commission
1325 K Street NW
Washington DC 20463
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FEDERAL ELECTION COMMISSION

rMarch 5, 1981

Don Ivers, Esquire
Counsel, The Republican National

Committee
310 First Street
Washington, D.C. 20003

Dear Mr. Ivers:

Pursuant to your phone conversation of March 2, 1981, with William
Taylor, Esquire of this office, please find the enclosed additional
material. We hope this information will be satisfactory but, should you
have any questions, please call Mr. Taylor at (202)523-4529.

Thomas J. Whitehead
Assistant General Counsel

Enclosure
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WASHINGTON, D.C. 9 COLUMBUS, OHIO

March 2, 1981

William E. Taylor, Esquire
Federal Election Commission
Washington, D.C. 20463

Re: MUR 1180

Dear Mr. Taylor:

I appreciated the information you gave me during our phone
r . conversation today.

It is my understanding that according to the records of the
Republican National Committee, the following are three entries
showing money received by them from National Direct Mail Services:

$480 in September, 1976
$200 in September, 1976
$ 15 in August, 1977

Because these receipts are dated approximately five years ago,
it will take some time for our accounting staff to research our

(7 records. You have asked that we submit relevant material within
ten (10) days of receipt of your letter. I am hereby requesting an
extension of an additional ten working days in order to do the
necessary research.

If you foresee any problems with this, please call me as soon

as possible at 654-8700.

Thank you for your assistance.

Sincerely,

Sandra L. Leibson

SLL:l
cc: Robert P. Odell, Jr., President d

David L. Stamman, Accountant

WASHINGTON ADDRESS: 4733 BETHESDA AVENUE, SUITE 530, BETHESDA, MAYLAND 20014 . f301) 654-8700
COLUMBUS ADDRESS: FIFTY WEST BROAD STREET, COLUMBUS, OHIO 43215 0 (614) 2'8-3269



" William E. Taylor, Esquire
~Federal Election Commission

Washington, D.C. 20463



FEDERAL ELECTION COMMISSION

WASHINGTON, D.C. 20463

Sis February 23, 1981

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Robert Teeter, President
Market Opinion Research
28 West Adams Street
Detroit, Michigan 48226

Re: MUR 1180

Dear Mr. Teeter:

Based on information ascertained in the normal course

of carrying out its supervisory responsibilities, the Federal

Election Commission, on February 19, 1981, found reason to

believe that the Market Opinion Research violated 2 U.S.C.

§ 441b(a). A report on the Commission's finding is attached

for your information.

In the absence of any additional information which demon-

strates that no further action should be taken against your

company, the Commission may find probable cause to believe

that a violation has occurred and proceed with formal concilia-

tion. Please submit any factual or legal material that you

believe to be relevant within ten (10) days. Of course, this

does not preclude the settlement of this matter through infor-

raal conciliation prior to a finding of probable cause to

believe, if you so desire.

Should you have any questions regarding this matter, please

call William E. Taylor, the attorney assigned to this case at

(202) 523-4529.

JOHN WARREN McGARRY
Chairman

Enclosure



FEDERAL ELECTION COMMISSION

WASHINGTON, D C. 20463

CERTIFIED MAIL

RETURN RECEIPT REQUESTED

Mr. Robert Teeter, President
Market Opinion Research
28 West Adams Street
Detroit, Michigan 48226

Re: MUR 1180

Dear Mr. Teeter:

Based on information ascertained in the normal course

of carrying out its supervisory responsibilities, the Federal
NElection Commission, onFebruary 19, 1981, found reason to

believe that the Market Opinion Research violated 2 U.S.C.
S 441b(a). A report on the Commission's finding is attached
for your information.

In the absence of any additional information which demon-

strates that no further action should be taken against your

company, the Commission may find probable cause to believe
that a violation has occurred and proceed with formal concilia-
tion. Please submit any factual or legal material that you
believe to be relevant within ten (10) days. Of course, this
does not preclude the settlement of this matter through infor-

Smal conciliation prior to a finding of probable cause to
believe, if you so desire.

Should you have any questions regarding this matter, please
call William E. Taylor, the attorney assigned to this case at
(202) 523-4529.

Sincerely,

Enclosure
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FEDERAL ELECTION COMMISSION

NOTIFICATION OF REASON TO BELIEVE FINDING

DATE February 23, 1981 MUR NO. 1180

RESPONDENT Market Opinion Research, Co. STAFF MEMBER(S) & TEL. NO.

Taylor

(202) 523-4529

SOURCE OF MUR: I N T E R N A L L Y G E N E R A T E D

BACKGROUND

The records of the Republican National Committee (R.N.C.)

show that the R.N.C. received funds from Market Opinion Research

Co. (Market Opinion) int he amount of $800.00 for list samples

purchased by Market Opinion from the R.N.C.

FACTUAL BASIS AND LEGAL ANALYSIS

It is unlawful for any . . . corporation whatever

. . . to make a contribution or expenditure in

connection with any election to . . . [Federal]
office. 2 U.S.C. § 441b(a).

The term "contribution or expenditure" is defined in 2 U.S.C.
C" § 441b to include:

S. . .any direct or indirect payment, distribution,

loan, advance, or gift of money or any services
or anything of value • . . to any candidate,
campaign committee, or political party or organiza-

tion, in connection with any election to [Federal
,office] . . .

The funds received by the R.N.C. from Market Opinion are

contributions made by Market Opinion to the R.N.C. even if the

contributors received something of value. See Commission Advisory

Opinions ("AO") 1979-76, 1979-17, 1978-46 and 1975-15. It should

be added that the evidence indicates that the corporation did not

realize they were making a contribution in contravention of 2 U.S.C.

§ 441b, but believed they were involved in an arm's length business

transaction. Moreover, if the R.N.C. had deposited the funds re-
ceLved in these transactions in bank accounts opened and used only

for activities not wirhin the jurisdiction of the Act, there would
be no prohibited concrLbutioris under 2 U.S.C. § 441b. See AO
1979-17, pg. 7.
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Based on the foregoing analysis, the Federal Election Com-
mission has found reason to believe that Market Opinion Research
Co. violated 2 U.S.C. S 441b.
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
) MUR 1180

Market Opinion Research )

CERTIFICATION

I, Marjorie W. Emmons, Secretary to the Federal

Election Commission, do hereby certify that on February 19,

1081, the Commission decided by a vote 4-1 to take the

following actions regarding MUR 1180:

1. Find REASON TO BELIEVE that Market
Opinion Research Inc. violated
2 U.S.C. S 441b(a) for making a
corporate contribution.

2. Send the letter as submitted
with the General Counsel's

. February 17, 1981 memorandum.

17 Commissioners McGarry, Reiche, Thomson, and Tiernan

voted affirmatively in this matter. Commissioner Aikens

dissented.

Attest:

Date
Secretary to the Commission

Received in Office of the Commission Secretary: 2-17-81, 11:31



FE[)ERAL ELECTION COMMISSION
WASHINGTON, DC 20463

MEMORANDUM TO: CHARLES STEELE

FROM: MARJORIE W. EMMONS/MARGARET CHANEY ,yVLL)

DATE: FEBRUARY 19, 1981

SUBJECT: MUR 1180 - "No" For the Record Vote

Attached is a copy of Commissioner Aikens'

vote sheet with comments regarding her vote in MUR 1180.

ATTACHMENT :
Copy of Vote Sheet

C7.
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FEDEkAL ELECTION ZOMMISSION

1325 K STREET N.V%\
>ASHINGTON [)C. 20463

81 FEB18 P5: 27

Comnissioner McGARRY, AIKENS, TIERNAN, THOMSON, RFICHE, HARRIS

RETURN TO OFFICE OF COMMISSION SECRETARY BY: THURSDAY, FEBRUARY 19, 1981

MUR No. 1180, Memorandum to the Commission dated 2-17-81

( ) I apprcve the recommendation

( ) I object to the recommendation

COMWVENTS
( . ( A

I '2

~t, 7-A ~fl ~ '-4.' 4

Signature:
*-~ &L2 r. ~
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4:00

Date: 9
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rmyvs 7 ASINGON DC20b3 February 17, 1981 Al3

MEMORANDUM: To The Commission

FROM: Charles N. Steel
General Counsel

SUBJECT: MUR 1180 - failure to list Market Opinion
Research under recommendation seven of
First General Counsel's Report

On December 2, 1980, the Office of General Counsel

presented its First General Counsel's report to the

Commission in the above-referenced matter. Section IV of

this report (p.9) lists funds received by the Republican

National Committee (R.N.C.) from various corporations for

the sale of goods and services, including Market Opinion

Research Inc.. The Commission on this date found reason

to believe that under the facts presented in this matter

the sale of goods and services by the R.N.C. constituted

the making of a corporate contribution by those corporations

purchasing the goods and services. Market Opinion Research

Inc. was listed in the body of the report as being one of

those corporations that purchased qoods and services from

the R.N.C.. Through an oversight, however, Market Opinion

Research Inc. was not listed with the other corporations in

question in Recommendation 7 of the Report. Thus, the

Commission has not found reason to believe against this

corporation and, therefore, it is the Office of
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General Counsel's recommendation that the Commission

find reason to believe that Market Opinion Research Inc.

violated 2 U.S.C. S 441b(a).

Recommendation

1. Find reason to believe that Market Opinion Research

Inc. violated 2 U.S.C. § 441b(a) for making a

corporate contribution.

2. send attached letter.

Attachment

I. letter.



A~IIU~ FEDERAL ELECTION COMMISSION.~i(Y. WASHINGTON, D.C. 20463

': I - 11 .0 41

CER~kIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Robert Teeter, President
Market Opinion Research
28 West Adams Street
Detroit, Michigan 48226

Re: MUR 1180

Dear Mr. Teeter:

Based on information ascertained in the normal course
of carrying out its supervisory responsibilities, the Federal
Election Commission, on , 1981, found reason to
believe that the Market Opinion Research violated 2 U.S.C.
S 441b(a). A report on the Commission's finding is attached
for your information.

In the absence of any additional information which demon-
strates that no further action should be taken against your
committee, the Commission may find probable cause to believe
that a violation has occurred and proceed with formal concilia-
tion. Please submit any factual or legal material that you
believe to be relevant within ten (10) days. of course, this
does not preclude the settlement of this matter through infor-
mal conciliation prior to a finding of probable cause to
believe, if you so desire.

Should you have any questions regarding this matter, please
call William E. Taylor, the attorney assigned to this case at
(202) 523-4529.

Sincerely,



FEDERAL ELECTION COMMISSION

NOTIFICATION OF REASON TO BELIEVE FINDING

DATE . MUR NO. 1180
STAFF MEMBER(S) & TEL. NO.

. -Taylor

RESPOIDENT ,Market Opinion Research, Co. (202) 523-4529

SOURCE OF MUR: I W T E R N A L L Y G E N E R A T E D

BACKGROUND

The records of the Republican National Committee (R.N.C.)
show that the R.N.C. received funds from Market Opinion Research
Co (Market Opinion) in the amount of $800.00 for list samples
purchased by Market Opinion for the R.N.C.

FACT"UAL BASIS AND LEGAL ANALYSIS

It is unlawful for any . . . corporation whatever
. . . to make a contribution or expenditure in

connection with any election to . . . [Federal]
office. 2 U.S.C. § 441b(a).

The term "contribution or expenditure" is defined in 2 U.S.C.
441b to include:

S. . any direct or indirect payment distribution,
loan, advance, or gift of money or any services
or anything of value . . . to any candidate,

campaign committee, or political party or organi-
zation, in connection with any election to [Federal
office] . . .

The funds received by the R.N.C. from the Market Opinion are
contributions made by Market Opinion to the R.N.C. even if the
contributors received something ot value. See AO's 1979-7b, 1979-
17, 1978-46 ana 1975-15. It should be added that the evidence
indicates that the corporation dio not realize they were making a
contribution in contravention of 2 U.S.C. § 441b, but believed they
were involved in an arm's length business transaction. Moreover,
if the R.N.C. had deposited the funds received in these transactions
in bank accounts opened and used only for activities not within the
jurisdiction of the Act, there would be no prohibited contributions
under 2 U.S.C. § 441b. See AO 1979-17, pg. 7.



Based on t-he foregoing analysis, the Federal Election Com-
mission has found reason to believe that Market Opinion Research
Co. violated 2 U.S.C. S 441b.



FEDERAL ELECTION COMMISSION
WI, WASHINGTON, D C206

S February 24, 1981

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. David M. Serotkin
48 North Walnut Street
Mount Clemens, Michigan 48948

Re: MUR 1180

Dear Serotkin:

Based on information ascertained in the normal course
of carrying out its supervisory responsibilities, the Federal
Election Commission found no reason to believe that a violation
of any statute within its jurisdiction has been committed.
Accordingly, the Commission has closed its file in this matter.
This matter will become a part of the public record in 30 days.

Should you have any questions regarding this matter, please
call William E. Taylor, the attorney assigned to this case at
(202) 523-4529.

Sincer

General Counsel



FEDERAL ELECTION COMMISSION
WASHINGTON. D.C. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. David M. Serotkin
48 North Walnut Street
Mount Clemens, Michigan 48948

Re: MUR 1180

Dear Serotkin:

Based on information ascertained in the normal course

r1- of carrying out its supervisory responsibilities, the Federal
Election Commission found no reason to believe that a violation
of any statute within its jurisdiction has been committed.
Accordingly, the Commission has closed its file in this matter.
This matter will become a part of the public record in 30 days.

Should you have any questions regarding this matter, please
call William E. Taylor, the attorney assigned to this case at
(202) 523-4529.

Sincerely,

Charles N. Steele
General Counsel

(S



FEDERAL ELECTION COMMISSION
WASHINGTON, DC 20401

Is OFebruary 23, 1981

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Charles L. Andes, Chairman
Franklin Mint Corporation
Franklin Center, Pennsylvania 19041

Re: MUR 1180

Dear Mr. Andes:

Based on information ascertained in the normal course
of carrying out its supervisory responsibilities, the Federal

Cr Election Commission, on December 2, 1980, found reason to
believe that the Franklin Mint Corporation violated 2 u.S.C.
§ 441b(a). A report on the Commission's finding is attached
for your information.

In the absence of any additional information which demon-
strates that no further action should be taken against your
company, the Commission may find probable cause to believe
that a violation has occurred and proceed with formal concilia-
tion. Please submit any factual or legal material that you
believe to be relevant within ten (10) days. Of course, this
does not preclude the settlement of this matter through infor-
mal conciliation prior to a finding of probable cause to
believe, if you so desire.

Should you have any questions regarding this matter, please
call William L. Taylor, the attorney assigned to this case at
(202) 523-4529.

Chairman

Enclosure
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CLURTIFIED MAIL
RLTURN RLCIPT REQULS"TLD

Mr. Charles L. Andes, Chairman
Franklin Mint Corporation
Franklin Center, Pennsylvania 19041

ie: MUF 1180

bear i.c. Andes:

Lased on information ascertained in the normal course
ut caurying out its supervisory responsibilities, the Federal
Liection Commission, on December 2, 1980, found reason to
believe that the Franklin Mint Corporation violated 2 U.S.C.
j 441b(a). A report on the Commission's finding is attached
.or your inforimation.

In the absence of any additional information which demon-
,trates that no further action should be taken against your
cor.i.any, the Co-mmissicn .oay lind probable cause to believe
that a violation has occurred] and prcceed with formal concilia-
tion. Please subimit any factual or legal material that you
believe to be relevant within ten (10) days. Of course, this
C:uc5 niot preclude the settletent of this natter throu;hi infor-

.. ,a1 cunciliation jprior to a finding of Urobable cau,.e to

LC-lieVe, if you so desire.

'A C ould ou 1ave Uy Kuest ions rectarcdin this i atter, pl(:-.I

cail \;iiiian, L. iylor, the attorney assitned, tu this case at
(2(02) 523-4529.

S incereli,

WETaylor: rrp:2/19/81
TJWhitehead

hL



FEDERAL ELECTION COMMISSION

NOTIFICATION OF REASON TO BELIEVE FINDING

DATE February 23, 1981 MUR. NO. 1180
STAFF MEMBER-(S) & TEL. NO.

RESPONDENT Franklin Mint Tyo

202-523-4529

SOURCE OF MURi I NT ER NA L LY GE NE RA TE D

BACKGROUND

This matter was referred to the Office of General Counsel by
the Audit Division and is based on an audit of the Republican
National Committee ("RNC") covering the period of January 1, 1976
through March 31, 1979.

0%
On September 8, 1976, the R.N.C. deposited in its operating

account a check for $20,000 from the Franklin Mint Corporation,
and in July of 1979 deposited in its operating account another check
for $8,705.00 both from the Franklin Mint Corporation 1/. When the
Audit staff inquired about the first check, the committee explained
that it was a royalty payment resulting from an agreement entered
into during August of 1976 with the Franklin Mint Corporation ("the
Corporation") for the use of the Republican party's campaign symbol:

eC' The R.N.C. provided the Audit staff with a copy of the agreement,
__* which contains the following terms:

C"*a) The Corporation would offer for sale gold and silver
medals in four different forms, all of which would
bear a reproduction of the Republican Presidential
and Vice-Presidential candidates on the obverse and
the party's campaign symbol on the reverse.

b) The Corporation would offer the medals for sale to the
general public and to its established collectors
commencing in September of 1976 by means of direct
mail and publication advertising with a closing date
for acceptance of orders of November 2, 1976.

1/ The second check was received after the audit had been conducted.
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c) The Corporation would spend an aggregate of $100,000
for publication advertising of the Republican and
Democratic Presidential campaign medals. Any increase
in this advertising budget would be subject to the
Committee's approval.

d) The R.N.C. would agree to designate the medals as the
official Presidential Campaign Medals of the Republican
National Committee and would authorize the Corporation
to make reference to this designation in its advertising
materials.

e) In consideration of the R.N.C.'s agreement, the corporation
would.

1) Pay the R.N.C. royalty of 15% of the net sales of
the Campaign Medals with a minimum guaranteed royalty
of $30,000.

C1 2) Provide to the R.N.C. at no charge a quantity of
medals with a retail value of $5,000. 2/

f) The R.N.C. would grant the corporation the exclusive right
to mint and/or sell the Official 1976 Presidential Campaign
Medals of the Republican National Committee, and would

further provide for certifications to the media concerning
the corporation's advertising of the medals as required
under applicable Federal law.

g) The R.N.C. agreed to the Corporation's proposal but

reserved the right to have prior approval of the design.

FACTUAL BASIS AND LEGAL ANALYSIS

Frank] in Mint Ryalt Payment

The Franklin Mint Corporation is a corporation duly organized
under the laws of the state of Delaware. See Franklin Mint
Corproation v. Franklin Mint, Ltd., 360 F. Supp. 478 (1973). Thus,

the campaign medals transaction raises the specific issue of the
applicability of 2 U.S.C. § 441b(a), which provides that:

It is unlawful for any . . . corporation whatever"

to make a contribution or expenditure in connection
with any election to . . . [Federal] office.

2/ 'he R.N.C. was uncertain whether the $5,000 worth of medals

had ever been received, and the audit staff found no indication
in the R.N.C.'s records that the medals were received.



-3

The term "contribution or expenditure" is defined in 2 U.S.C.
S 441b to include:

* " " any direct or indirect payment distribution, loan,
advance, or gift of money or any services or anything
of value . . . to any candidate, campaign committee, or
political party or organization, in connection with any
election to . . . [Federal office] . . .

Section 441b(b)(2) contains a narrow exception for loans made
by national or state banks in accordance with banking laws and in
exception from S 441b(a) that would permit a political party organi-
zation to view payments from a corporation or national bank as
consideration for services rendered rather than as prohibited con-
tributions.

The Commission, in its regulations, has recognized that funds of
a political committee could be invested and earn income. See 11
C.F.R. § 103.3(a). Similarly, the Commission has permitted the sale
or lease of a committee's contributor list (AO 1979-18) and the sale
of excess equipment and supplies acquired in the course of the cam-
paign (AO 1979-24), provided that corporate purchaser or lessees pay
the committee. See also 11 C.F.R. S 100.7(a)(1)(iii)(A) and (B)
(1980 regulations).

The present transaction, however, is similar in many respects
to the proposed "credit card program" previously considered by the
Commission in Advisory Opinion 1979-17. In that opinion request,
the Commission considered several alternative plans under which theRepublican National Committee would provide the prestige of its name,
the loyalty of its members, the endorsement of its leadership and the
use of its membership lists to several banks issuing credit cards
such as a VISA card. As a result, the issuing banks would be able
to expend their card holder base. In exchange, the banks would
provide the RNC with either (a) the exclusive use of the monthly
statement as a vehicle for mailing RNC educational/promotional
materials to RNC credit card holders, (b) a one-time payment for
each RNC card issued or account activated as a result of the soli-
citation, or (c) a negotiated fee on a monthly basis representing
a precentage of either total card holder sales or the finance charge
balance of RNC credit card accounts. The opinion request described
the transaction as a "bargain struck at arms length by the parties",
with benefits and consideration flowing back and forth between the
parties much the same as in any commercial relationship. However,
tne Commission determined that the RNC proposal did not present the
possibility of characterizing the amounts received by the RNC and the
services rendered by the banks as bargained for consideration rather
than contributions from the banks in violation of 2 U.S.C. § 441b.
U'undaiaental to the Commission's conclusion that the plan would
result in a violation of the Act was its recognition of the distinc-
tion between incoiie that a political committee might produce using
certain types of tangible assets (See A/O 1979-76) and, "the use
of a political organization's good will and the reputation of its
national leadership to promote a commercial enterprise in exchange
for a share of the income realized or anticipated by the commercial
enterprise." AO 1979-17, pg. 5-6.
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In the present transaction, the R.N.C. granted the Corporation
the exclusive right to mint and market commemorative medals bering
the likeness of the candidates as the R.N.C.'s campaign symbol
and authorized the corporation to make reference to the Committee's
designation of the medals as the "Official Presidential Campaign
Medals of the Republican National Committee" in advertising materials.
In so doing, the R.N.C., in essence, sold its good will and the
reputation of its national leadership to the corporation in exchange
for a share of the income realized or anticipated. As such, the
payments made by the Corporation, in the "credit card program,"
supra, cannot be viewed simply as bargained for consideration but
rather constitute contributions in violation of S 441b of the Act.

Alternatively, the present transaction may be analyzed in light
of the Commission approach in Advisory Opinion 1976-50. In that
opinion, a corporation was authorized to produce and market a
shirt bearing a candidate's name. The corporation would pay all
expenses to produce and sell the shirts and would remit $1 of the
$7.98 purchase price as a political contribution by the purchaser
to the candidate's campaign. The Commission concluded that the
proposed commercial arrangement was prohibited by 2 U.S.C. § 441b

in that the corporation was advancing funds to produce and market
campaign materials with a portion of the proceeds paid over to the
candidate. In the present transaction, the Corporation produced
the medals, spent $100,000 on advertising the Republican National
committee and Democratic National Committee medals, and utilized
their list of established collectors, thereby advancing funds and
contributing valuable services to the Committee in violation of
§441b of the Act.

Finally, it should be noted that the narrow exception
recognized by the Commission in Advisory Opinion 1978-46 is
inapplicable to the present transaction. In that opinion, the
Commission, after analyzing the question of whether amounts paid
by corporate advertisers in convention programs and publications
of a political part 'y could be treated as commercial transaction,
rather than political contributions, the Commission held that such
proceeds were contributions and prohibited under 2 U.S.C. § 441b,
although they could be placed in a separate bank account of a non-
federal political party committee for Use only in state and and local
elections if permitted by state law. Here, the Committee deposited
the two checks received from the Corporation into its operating
account, which the Committee used for federal campaign purposes.

Based on the foregoing analysis, the Federal Election Commission
has found reason to believe that the Franklin Mint violated 2 U.S.C.
§ 441b(a) for making a corpoate contribution to the R.N.C.



FEDERAL ELECTION COMMISSION
WASHINGTON, DC 20463

February 23, 1981

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Al Hackel, President
Acropolis Books Ltd.
2400 17th Street, N.W.
Washington, D.C. 20009

Re: MUR 1180

Dear Mr. Hackel:

Based on information ascertained in the normal course

of carrying out its supervisory responsibilities, the Federal
Election Commission, on December 2, 1980, found reason to

believe that Acropolis Looks Ltd. violated 2 U.S.C. S 441b(a).
A report on the Commission's finding is attached for your
information.

In the absence of any additional information which demon-

strates that no further action should be taken against your

company, the Commission may find probable cause to believe

Cthat a violation has occurred and proceed with formal concilia-
tion. Please subrait any factual or legal material that you

believe to be relevant within ten (10) days. Of course, this
does not preclude the settlement of this matter through infor-

mal conciliation prior to a finding of probable cause to
believe, if you so desire.

Should you have any questions regarding this matter, please

call William E. Taylor, the attorney assigned to this case at
(202) 523-4529.

JOHN WARREN McGARRY
Chairman

E nc los u re
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CERTIFIED NiAIL
RETUI'I RECEIPT REQUESTED

Mr. Al lackel, President
Acropolis books Ltd.
2400 17th Street, N.W.
Ivashington, D.C. 20009

Pc: MUR 1180

bear Mr. liackel:

Eased on information ascertained in the normal courseof carrying out its supervisory responsibilities, the FederalElection Comm2ission, on December 2, 1980, tound reason tobelitve that Acropolis Looks Ltd. violated 2 U.S.C. Y 441b(a).
A ?% report on the Commission's finino is attached for your
information.

In the abkence of any additional information which demon-5sttates that no further action should be taken against yourcompiany, the Commission may find probable cause to believethat a violation has occurred and proceed with foral concilia-
_. tioll. liease subit arty factual or legal jiaterial that youbeiicve to Le relevant within ten (10) days. Of course, this11"oes not oecludeCU tIle ue'ttleijent of this Latter throud) infor-

cl coliciliation -ricr to a fin ij of probable cause tobelieve, if you so ceirc.

J1oULd you !iave zriy \;uestions rec ardin. this matter, pleasecall Y-;illian F. Taylor, the attorney issikne(O to this care at
(L12) 523-4529.

t incerely,

Prepared by WTaylor:rrn:2/l/31
Cleared by TJWhitehead



FEDERAL ELECTION COMMISSION

NOTIFICATION OF REASON TO BELIEVE FINDING

DATE February 23, 1981 MUR NO. 1180
STAFF MEMBER(S) & TEL. NO.

RESPONDENT Acropolis Books Ltd. Taylor_

__(202) 523-4529

SOURCE OF MUR. I N T E R N A 1i L Y G E N E R A T E D

BACKGROUND

This matter was referred to the Office of General Counsel by
the Audit Division and is based on an audit of the Republican
National Committee ("R.N.C.") covering the period of January 1,
1976 through March 31, 1979.

On June 22, 1976, and on October 23, 1977, the R.N.C. deposited
in its operating account two checks in the amounts of $1,050.25 and
$2,145.50 received from Acropolis Books, Ltd. (Acropolis). The

YR.N.C. reported the checks as "refund/rebates" and not as a contri-
bution. When the audit staff inquired about the checks, the R.N.C.
explained that it was royalty payment resulting from an agreement
entered into on August 25, 1975, for the sale of a book called
REPUBLICAN HUMOR BOOK.

FACTUAL BASIS AND LEGAL ANALYSIS

The R.N.C. lisred on its renorts two checks in the amount of
Tr $1,050.25 and $2,145.50 received from Acropolis Books Ltd.,

(Acropolis), a corporation. These checks were received as part of
an agreement entered into between the R.N.C. and Acropolis on August
25, 1975, whereby the R.N.C. would receive a royalty payment for
each copy sold of THE REPUBLICAN HUMOR BOOK.

It is unlawful for any . . . corporation whatever .

to make a contribution or expenditure in connection with
any election to . . . [Federal] office.

The term "contribution or expenditure" is defined in 2 U.S.C.
§ 441b to include:

. . . any direct or indirect payment, discri.bution, loan,
advance, or gift of money or any services or anything
of value . . . to any candidate, campaign committee, or
political party or organization, in connectLon with any
election to . . . [Federal office] . . .
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The present transaction, is similar in many respects to the
proposed "credit card program" previously considered by the Commis-
sion in Advisory Opinion 1979-17. In that opinion request, the
Commission considered several alternative plans under which the
Republican National Committee would provide the prestige of its name,
the loyalty of its members, the endorsement of its leadership and the

use of its membership lists to several banks issuing credit cards
such as a VISA card. As a result, the issuing banks would be able
to expand their card holder base. In exchange, the banks would
provide the RNC with either (a) the exclusive use of the monthly
statement as a vehicle for mailing RNC educational/promotional
materials to RNC credit card holders, (b) a one-time payment for
each RNC card issued or account activated as a result of the soli-
citation, or (c) a negotiated fee on a monthly basis representing
a percentage of either total card holder sales or the finance charge

balance on RNC credit card accounts. The opinion request described

the transactions as a "bargain struck at arms length by the parties",

with benefits and consideration flowing back and forth between the

parties as much the same as in any commercial relationship. However,

0% the Commission determined that the RNC proposal did not present the

possibility of characterizing the amounts received by the RNC and

the services rendered by the banks as bargained for consideration

rather than contributions from the banks in violation of 2 U.S.C.

-' § 441b. Fundamental to the Commission's conclusion that the plan

would result in a violation of the Act was its recognition of the

distinction between income that a political committee might produce

using certain types of tangible assets (See A/O 1979-76) and, "the

use of the political organization's good will and reputation of

its national leadership to promote a commercial enterprise in exchange

for a share of the income realized or anticipated by the comercial

enterprise." AO 1979-17, pg. 5-6.

In the present transaction, Acropolis made royalty payments

to the RNC for each copy sold of THE REPUBLICAN HUMOR BOOK,
and in return for these royalty payments, the RNC allowed its

name to be used and assisted in promoting the book. As such, the
payments made by Acropolis, as in the "credit card program", supra,

cannot be viewed simply as bargained for consideration, but rather

constitute contributions in violation of § 441b of the Act.

Based on the foregoing analysis, the Federal Election Commis-

sion has found reason to believe that Acropolis Books Ltd. violated

2 U.S.C. § 441b(a) for making a corporate contribution to the RNC.



FEDERAL ELECTION COMMISSION
WASHINGTON. D.C 20463

February 23, 1981

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Robert O'Dell, President
National Direct Mail Services Inc.
4733 Bethesda Avenue
Bethesda, Maryland 20014

Re: MUR 1180

Dear Mr. O'Dell:

Based on information ascertained in the normal course

of carrying out its supervisory responsibilities, the Federal
Election Commission, on December 2, 1980, found reason to
believe that the National Direct Mail Services Inc. violated
2 U.S.C. § 441b(a). A report on the Commission's finding is
attached for your information.

In the absence of any additional information which demon-

strates that no further action should be taken against your
company, the Commission may find probable cause to believe
that a violation has occurred and proceed with formal concilia-
tion. Please submit any factual or legal material that you
believe to be relevant within ten (10) days. Of course, this
does not preclude the settlement of this matter through infor-
mal conciliation prior to a finding of probable cause to
believe, if you so desire.

Should you have any questions regarding this matter, please

call William E. Taylor, the attorney assigned to this case at
(202) 523-4529.

Chairman

Enclosure
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CERTIFIED MAIL
RETURN RECEIPT RLQUESTEL

Mr. iobert O'Dell, President
Natioinal Direct Mail Services Inc.
4733 Lethesda Avenue
bethesua, Maryland 20614

11.e: N.U R 118C

DeaL M-r. O'bell:

based on information ascertained in the normal course

C) oI carryinig out its supervisory responsibilities, the Federal
Liection Commission, on becember 2, 1980, found reason to

believe that the National Direct Mail Services Inc. violated
4 L.,J.C. § 441b(a). A report on the Commission's finding is
attached for your information.

In the absunce of any aoiitional information which demon-
stratei tnat no further action -,,hould be taken acgainst your
uo: pany, the CoLmission uay rind probable cause to believe
tiat c violation has occurred and proceed with formal concilia-

Lion. Please submit any factual or lerial material that you
LClieve to be iclevant within ten (10) days. Of ceurse, this

noCs not pr!clu6e thie scttlcient (cf this Iatter through infor-
v~a cciciliation I-rior to a iiI n(2 (: pLoble cause to

.clicve, if yOu c ceS11VO-.

,licu.'d you have an iuestions legardir:i, tli'" nattur, 'loa..c
call V.iliic.i L. r-aylor, the attortC absi.jrd to this case at

(2) 523-'529.

Lincerely,

Prepared by WL.Alor:rr:-2/19/3l
Clearcd by WJWhitehead

ft.-



FEDERAL ELECTION COMMISSION

NOTIFICATION OF REASON TO BELIEVE FINDING

DATE February 23, 1981 MUR NO. 1180

RESPONDENT National Direct Mail STAFF MEMBER(S) & TEL. NO.
Services Inc.

Taylor

(202) 523-4529

SOURCE OF MUR: I N T E R N A L L Y G E N E R A T E D

BACKGROUND

The records of the Republican National Committee (R.N.C.)
show that the R.N.C. rrceived funds from National Direct Mail
Services Inc. (National) in the amount of $680.00 for envelopes
the R.N.C. sold to National.

C,
FACTUAL BASIS AND LEGAL ANALYSIS

It is unlawful for any . . . corporation whatever
• . . to make a contribution or expenditure in
connection with any election to . . . [Federal]
office. 2 U.S.C. § 441b(a).

The term "contribution or expenditure" is defined in 2 U.S.C.
§ 441b to include:

* • • any direct or indirect payment, distribution,
loan, advance, or gift of money or any services
or anything of value . . . to any candidate,
campaign committee, or political party or organiza-
tion, in connection with any election to [Federal
office] . . .

The funds received by the R.N.C. from National are contribu-
tions made by National to the R.N.C. even if the contributors received
something of value. See Commission Advisory Opinions ("AO") 1979-76,
1979-17, 1978-46 and 1975-15. It should be added that the evidence
indicates that the corporation did not realize they were making
a contribution in concraventLon of 2 U.S.C. § 441b, but believed
they were involved In an arm's length business transaction. Moreover,
if the R.N.C. had deposited the funds received Lin these transactions
in bank accounts opened and used only for actvLties not within the
jurLisdiction of the Act, there would be no prohibited contributions
under 2 U.S.C. § 441b. See AO 1979-17, pg. 7.
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Based on the foregoing analysis, the Federal Election Com-
mission has found reason to believe that National Direct Mail
Services Inc. violated 2 U.S.C. S 441b.



FEDERAL ELECTION COMMISSION
WASHINGTON. D.C. 204b3

February 23, 1981

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Richard M. Richards
Republican National Committee
310 First Street, S.E.
Washington, D.C. 20003

Re: MUR 1180

Dear Mr. Richards:

por Based on information ascertained in the normal course
of carrying out its supervisory responsibilities, the Federal

o:) Election Commission, on December 2, 1980, found reason to
believe that the Republican National Committee violated
2 U.S.C. § 441b(a). A report on the Commission's finding is
attached for your information.

In the absence of any additional information which demon-
strates that no further action should be taken against your
committee, the Commission may find probable cause to believe
that a violation has occurred and proceed with formal concilia-
tion. Please submit any factual or legal material that you
believe to be relevant within ten (10) days. Of course, this
does not preclude the settlement of this matter through infor-
mal conciliation prior to a finding of probable cause to
believe, if you so desire.

Should you have any questions regarding this matter, please
call William E. Taylor, the attorney assigned to this case at
(202) 523-4529.

JOHN WARREN McGARRY
Chairman

Enclosure
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CERTIiILL MAIL
I(LTUKL4 RLCEIPT RLQUEL'TED

Mr. Lichard M. Pichards
Republican National Comittee

310 First Street, &.L.
Vaskiwc gLon, D.C. 200C3

Ne: NUR 1180

Lear hir. iicIaros:

L. ased on information ascertained in the normal course
of carryinI cut its supervisory responsibilities, the Federal

C)3 hiection Cowmission, on Decemlber 2, 19V0, found reason to
believe that the P'epuLlican National Comnjittee violated
2 U.S.C. 441L(a). A report on thIe Com.ission's findin is
attacled for your infoiration.

In the absence (f any adcditional infornation which demon-
tratcs ticdt no furti,er action should b e taken arainst your

con, ittee, the Co.5mis.s ion -Iay ki . dLoL~I)1e cause to nelieve
that . violation has occurrcCi end j rocueCd with foriwal concilia-
tion. i lease ",uLI.it any factual or lecal material that you

-. beieve to. be relevant wittrin ten (10) d4ays. Of -oursts this
.;oeCs not reccluie the settle e :t 1. thin :.attet trou~h infor-

n c concilictio n ,rior to a L in(fin{ c f ILO otale cause to
Lejieve, iL you so ]esire.

Snoulo 2ou have &ny sues tions", rc ir this a tator, pIvlrscl
j Lrt ,n micncf, to t>,is case at

(K ) 523-4 S2.

Prepared by WETaylor:rrp:2/1
9 /8 1

Cleared by TJWhitehead



FEDERAL ELECTION COMMISSION

NOTIFICATION OF REASON TO BELIEVE FINDING

DATE February 23, 1981 MUR NO. 1180
STAFF MEMBER(S) AND TEL. NO.

RESPONDENT Republican National Taylor___
Committee (202) 523-4529

SOURCE OF MUR: I N T E R N A L L Y G E N E R A T E D

BACKGROUND

This matter was referred to the Office of General Counsel
by the Audit Division and is based on an audit of the Republican

National Committee ("R.N.C.") covering the period of January 1,
1976, through March 31, 1979.

On September 8, 1976, the R.N.C. deposited in its operating
account a check for $20,000 from the Franklin Mint Corporation

(See attachment I), and in July of 1979, deposited in its operat-
ing account another check for $8,705.00 both from the Franklin

Mint Corporation 1/. When the Audit staff inquired about the first

check, the Committee explained that it was a royalty payment result-

ing from an agreement entered into during August of 1976, with the

Franklin Mint Corporation ("the Corporation") for the use of the

Republican party's campaign symbol. The R.N.C. provided the Audit

staff with a copy of the agreement, which contains the following
terms:

a) The Corporation would offer for sale gold and
silver medals in four different forms, all of
which would bear a reproduction of the Republican
Presidential and Vice-Presidential candidates on
the obverse and the party's campaign symbol on
the reverse.

b) The Corporation would offer the medals for sale to
The general public and to its established collectors
commencing in September of 1976 by means of direct
mail and publication advertising with a closing date
for acceptance of orders of November 2, 1976.

1/ The second check was received after the audLt had been conducted.
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c) The Corporation would spend an aggregate of $100,000
for publication advertising of the Republican and
Democratic Presidential campaign medals. Any increase
in this advertising budget would be subject to the
Committee's approval.

d) The R.N.C. would agree to designate the medals as the
official Presidential Campaign Medals of the Republican
National Committee and would authorize the Corporation
to make reference to this designation in its advertising
materials.

e) In consideration of the R.N.C.'s agreement, the Corporation
would:

1) Pay the R.N.C. royalty of 15% of the net sales of
the Campaign Medals with a minimum guaranteed royalty
of $30,000.

2) Provide to the R.N.C. at no charge a quantity of
medals with a retail value of $5,000. 2/

f) The R.N.C. would grant the Corporation the exclusive right
to mint and/or sell the Official 1976 Presidential Campaign
Medals of the Republican National Committee, and would
further provide for certifications to the media concerning
the Corporation's advertising of the Medals as required
under applicable Federal law.

g) The R.N.C. agreed to the Corporation's proposal but
reserved the right to have prior approval of the design.

On June 22, 1976, and on October 23, 1977, the Committee
deposited in its operating account two checks in the amounts of
$1,050.25 and $2,145.50 received from Acropolis Books, Ltd.
(Acropolis). The R.N.C. reported the checks as refund/rebates"
and not as contributions. When the audit staff inquired about
the checks, the R.N.C. explained that it was a royalty payment
resulting from an agreement entered into onAugust 25, 1975 for
the sale of a book called REPUBLICAN HUMOR BOOK.

The R.N.C. provided the audit staff with a copy of the agree-
ment that contains the following pertinent terms:

h) The Publisher [Acropolis] agrees that the retail price
of this work will be Four Dollars and Ninety-Five cents
($4.95) and royalties will be paid to the Authors.

2/ The R.N.C. was uncertain whether the $5,000 worth of medals
had ever been received, and the audit staff found no indication
in the R.N.C. 's records that the medals were received.
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[Mr. Shabik and Mr. Short] and the Committee [R.N.C.]
on the following schedules:

A. On the sales through the Republican National
Committee, a royalty upon all copies of the
Work sold and paid for in the exclusive
territory in Paragraph 1:

(iii) Two Dollars and Twenty-five cents
($2.25) per book to the Committee, as long
as Stephen J. Shubik [author] shall receive
thirty (30) cents per book, thereafter Two
Dollars and fifty-five Cents ($2.55) per
book to the Committee;

B. On sale through the normal book trade distri-
bution channels a royalty upon all copies of
the Work sold and paid for in exclusive
territory specified in Paragraph 1: . . .

(iii) One Dollar ($1.00) to the Committee
[R.N.C.] and One Dollar and Ten cents ($1.10)
after Stephen J. Shubik [author] has recovered
his expense.

From January of 1976 through March of 1979, the R.N.C. depos-
ited into its operating account funds in the amount of $24,206.48 it
received from sixty-six corporations and one labor organization.
These funds were received in exchange for goods and services, such
as books, seminars, and computer services sold by the R.N.C. to
the corporation and the labor union. The R.N.C. contends that these
receipts are not contributions, but reimbursements for the production
costs of the goods and services it provided, however, the R.N.C.

IN R failed to produce any records to establish the production costs of
these goods and services.

For the 1976 Congressional election, the R.N.C. set up approx-
imately 800 telephone banks (phone banks) throughout the country
for the purpose of identifying voters who would vote for certain
selected Republican candidates. In October of 1977, the R.N.C. filed
an amended report listing the amount it expended on each of the
candidates it selected for help. This report showed that the R.N.C.
made $14,890.00 worth of expenditures on behalf of Mr. David Serotkin,
a candlddte for congress in the 12th District of Michigan.

FACTUAL BASIS AND LEGAL ANALYSIS

I. Franklin Mint Royalty Payplent

The Franklin Mint Corporation is a corporation duly organized
under the laws of the state of Delaware. See Franklin Mint Corpor-
ation v. Franklin Mint, Ltd., 360 F. Supp. 478 (1973). Thus, the
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campaign medals transaction raises the specific issue of the appli-
cability of 2 U.S.C. S 441b(a), which provides that:

It is unlawful for any . . . corporation whatever. .
to make a contribution or expenditure in connection with
any election to . . . [Federal] office.

The term "contribution or expenditure" is defined in 2 U.S.C.
S 441b to include:

; . . any direct or indirect payment distribution, loan,
advance, or gift of money or any services or anything
of value . . . to any candidate, campaign committee, or
political party or organization, in connection with any
election to . . .[Federal office] . . .

Section 441b(b)(2) contains a narrow exception for loans made
by national or state banks in accordance with banking laws and in
exception from S 441b(a) that would permit a political party organi-
zation to view payments from a corporation or national bank as
consideration for services rendered rather than as prohibited con-
tributions.

a The Commission, in its regulations, has recognized that funds of
a political committee could be invested and earn income. See 11
C.F.R. § 103.3(a). Similarly, the Commission has permitted the sale
or lease of a committee's contributor list (AO 1979-18) and the sale
of excess equipment and supplies acquired in the course of the cam-
paign (AO 1979-24), provided that corporate purchaser or lessees pay
the committee. See also 11 C.F.R. § 100.7(a)(l)(iii)(A) and (B)
(1980 regulations).

The present transaction, however, is similar in many respects
to the proposed "credit card program" previously considered by the
Commission in Advisory Opinion 1979-17. In that opinion request,
the Commission considered several alternative plans under which the
Republican National Committee would provide the prestige of its name,
the loyalty of its members, the endorsement of its leadership and the
use of its membership lists to several banks issuing credit cards
such as a VISA card. As a result, the issuing banks would be able
to expend their card holder base. In exchange, the banks would
provide the RNC with either (a) the exclusive use of the monthly
statement as a vehicle for mailing RNC educational/promotional
materials to RNC credit card holders, (b) a one-time payment for
each RNC card issued or account activated as a result of the soli-
citation, or (c) a negotiated fee on a monthly basis representing
a precentage of either total card holder sales or the finance charge
balance of RNC credit card accounts. The opinion reOuest described
the transaction as a "bargain struck at arms length by the parties",
with benefits and consideration flowing back and forth between the
parties much the same as in any commercial relationship. However,
the Commission determined that the RNC proposal did not present the
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possibility of characterizing the amounts received by the RWC and the
services rendered by the banks as bargained for consideration rather
tha.n contributions from the banks in violation of 2 U.S.C. S 441b.
Fundamental to the Commission's conclusion that the plan would
result in a violation of the Act was its recognition of the distinc-
tion between income that a political committee might produce using
certain types of tangible assets (See A/0 1979-76) and, "the use
of a political organization's good will and the reputation of its
national leadership to promote a commercial enterprise in exchange
for a share of the income realized or anticipated by the commercial
enterprise." AO 1979-17, pg. 5-6.

In the present transaction, the RNC granted the Corporation
the exclusive right to mint and market commemorative medals bearing
the likeness of the candidates as the RNC's campaign symbol and
authorized the corporation to make reference to the RNC's desig-
nation of the medals as the "Official Presidential Campaign Medals
of the Republican National Committee" in advertising materials. In
so doing, the RNC, in essence, sold its good will and the repu-
tation of its national leadership to the corporation in exchange
for a share of the income realized or anticipated. As such, the

- payments made by the Corporation, as in the "credit card program,"
supra, cannot be viewed simply as bargained for consideration but
rather constitute contributions in violation of § 441b of the Act.

Alternatively, the present transaction may be analyzed in light
of the Commission's approach in Advisory Opinon 1976-50. In that
opinion, a corporation was authorized to produce and market a shirt
bearing a candidate's name. The corporation would pay all expenses
to produce and sell the shirts and would remit $1 of the $7.98 pur-
chase price as a political contribution by the purchaser to the can-
didate's campaign. The Commission concluded that the proposed com-
mercial arrangement was prohibited by 2 U.S.C. § 441b in that the
corporation was advancing funds to produce and market campaign mater-
ials with a portion of the proceeds paid over to the candidate.
In the present transaction, the Corporation produced the medals,
spent $100,000 on advertising the Republican National Committee and
Democratic National Committee medals, and utilized their list of
established collectors, thereby advancing funds and contributing
valuable services to the Committee in violation of § 441b of the
Act.

Finally, it should be noted that the narrow exception recog-
nized by the Commission in Advisory Opinion 1978-46 is inapplica-
ble to the present transaction. In that opinion, the Commission,
after analyzing the question of whether amounts paid by corporate
advertisers in convention programs and publications of a political
party could be treated as commercial transaction, rather than
political contributions, the Commission held that such proceeds
were contributions (-nd prohibited under 2 U.S.C. §441b, althc,.ugh
they could be placed in a separate bank account of a non-federal
political party committee for use only in state and local elections
if permitted by state law. Here, the Committee deposited the two
checks received from the Corporation into its operating account,
which the Committee used for federal campaign purposes.
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II. The Acropolis Books Ltd., Royalty Payment

The RNC listed on its reports two checks in the amount of
$1,050.25 and $2,145.50 received from Acropolis Books Ltd.,
(Acropolis), a corporation. These checks were received as part of
an agreement entered into between the RNC and Acropolis on August
25, 1975, whereby the RNC would receive a royalty payment for
each copy sold of THE REPUBLICAN HUMOR BOOK. In section I of this
report, we analyzed that Franklin Mints royalty payments were a
corporate contribution; that analysis fits the situation here.

III. Sale of Goods and Services

From January of 1976 through March of 1979, the R.N.C. deposited
into its operating account funds in the amount of $24,206.48 it
received from some sixty-six corporations and one labor organiza-
tion. These funds were received in exchange for goods and services,
such as books, seminars, and computer services sold by the R.N.C.
to the corporatons and the labor union. It is the RNC's conten-
tion that these receints are not contributions, but reimbursements
for the production costs of goods and services it provided.

These corporate and labor union receipts raise the specific
issue of the applicability of 2 U.S.C. § 441b(a) which provides
that:

It is unlawful for any . . corporation whatever
* . . to make a contriburion or expenditure in
connection with any election to . . . [Federal]
office.

The term "contribution or expenditure" is defined in 2 U.S.C.
§ 441b to include:

. 0. any direct or indirect payment distribution,
loan, advance, or gift of money or any services
or any thing of value. . . to any candidate,
campaign committee, or political party or organ-
ization, in connection with any election to
[Federal office]. . .

It appears that the above payments to the R.N.C., even if to
defray the expenses incurred by the R.N.C., are contributions to
R.N.C. under the Act. The Commission has previously stated that the
were fact a person receives something of value in return does not
in and or itself render a payment made to a polLtical committee a
commercl.al sale rather than a politi.cal contri, bution. Moreover,
even if the primdry purpose of the RNC in selling the goods and
services in quest on is cost recovery or loss reduction, the amount
of the payment by the purchaser st ll results tn a contr Lbutton
to the RNC, since the RNC Ls receiving funds thdt wi ll be
available for Lts political purpose. (See AO's 1979-76, 1979-17,
1978-46, 1975-15.)
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In addition to R.N.C.'s receipt of prohibited contributions

from the corporations and the labor union, the R.N.C. failed to

list the receipt of the funds in question as contributions on its

reports pursuant to 2 U.S.C. § 434(b)(3).

Based on the foregoing analysis, the Federal Election Commission

has found:

1. reason to believe that R.N.C. violated 2 U.S.C. S 441b(a)

for accepting a corporate contribution from the Franklin

Mint,

2. reason to believe that R.N.C. violated 2 U.S.C. S 441b(a)

for accepting a corporate contribution from Acropolis Books

Ltd.,

3. reason to believe that the R.N.C. violated 2 U.S.C. § 441b(a)

for accepting corporate contributions from sixty-six corpor-

ations and one labor union,

4. reason to believe that the R.N.C. violated 2 U.S.C. s 434(b)(2)

and 2 U.S.C. § 434(b)( ) for failing to list the receipt of

the contributions in question on its reports, and

5. reason to believe that R.N.C. violated 2 U.S.C. § 441a(d)

by making an excessive expenditure on behalf of Serotkin for

Congress Committee.



FEDERAL ELECTION COMMISSION
WASHINGTON, DC. 20463

February 23, 1981

CERTIFILD MAIL
RLTURN RECEIPT REQULSTED

Dr. A. Goodwin, Director
American Mledical Laboratories, Inc.
11091 Main Street
Fairfax, Virginia

Re: MUR 1180

Dear Dr. Goodwin:

Based on information ascertained in the normal course
of carrying out its supervisory responsibilities, the Federal
Election Commission, on December 2, 1980, found reason to
believe that the American medical Laboratories Inc. violated
2 U.S.C. § 441b(a). A report on the Commission's finding is
attached for your information.

In the absence of any additional information which demon-
strates that no further action should be taken against your
company, the Commission may find probable cause to believe
that a violation has occurred and proceed with formal concilia-
tion. Please submit any factual or legal material that you
believe to be relevant within ten (10) days. Of course, this
does not preclude the settlement of this matter through infor-
mal conciliation prior to a finding of probable cause to
believe, if you so desire.

Should you have any questions regarding this matter, please
call William E. Taylor, the attorney assigned to this case at
(202) 523-4529.

OHN WARREN McGARRY
Chairman

L nclosure
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CLRTIVILD LIAIL
RLTWi N RECEIPT REQULbTED

Dr. A. Goodwin, Director
AjLeLican ledical Laboratories, Inc.
11U91 £iain Street
Fairfax, Virginia

e : 0 MUR 1180

Lear Dr. Goodwin:

Lased cn information ascertained in the normal course
N. of carrying out its supervisory responsibilities, the Federal

Llectioii (ommissiori, on December 2, 1980, found reason to
-- believe that the American Medical Laboratories Inc. violated

2 U.S.C. 441b(a). A report on the Commission's findinj is
attached for your informaticn.

In the absence of any additional infornation which denon-
strates that no further action should be taken aciainst your
colpany, the Commission fay lind probable cause to believe
thiat a violation has occurred and proceed with formal concilia-
tion. Please submit any factual or legal riaterial that you
bclieve tc be relevant within ten (10) days. Of course, this
uW. :,ut preclude the bettlement of this matter thrcuch infor-
*a1 conciliation prior to a fininc' of probable cause to
Lc: iCevC, if you so desire.

:,11Guld you have an, Luestions re.ar(lin(J this matter, j
c~11 .iliiai. L. Taylor, the attorrey, assiyjiedl to tiis case at
(ThL) 523-4529.

S.incercly,

WETaylor:rrp: 2/19/81
TJWhitehead



FEDERAL ELECTION COMMISSION

NOTIFICATION OF REASON TO BELIEVE FINDING

DATE February 23, 1981 MUR NO. 1180

RESPONDENT Americal Medical Laboratories STAFF MEMBER(S) & TEL. NO.
Inc.

Taylor

(202) 523-4529

SOURCE OF MUR: I N T E R N A L L Y G E N E R A T E D

BACKGROUND

The records of the Republican National Committee (R.N.C.)
show that the R.N.C. received funds from American Medical
Laboratories Inc. (American Medical) in the amount of $11,110.00
for computer equipment purchased by American Medical from the R.N.C.

-- FACTUAL BASIS AND LEGAL ANALYSIS

It is unlawful for any . . . corporation whatever
. • 0to make a contribution or expenditure in

connection with any election to . . . [Federal]
office. 2 U.S.C. § 441b(a).

The term "contribution or expenditure" is defined in 2 U.S.C.
§ 441b to include:

. . . any direct or indirect payment, distribution,
loan, advance, or gift of money or any services
or anything of value . . . to any candidate,
campaign committee, or political party or organiza-
tLon, in connection with any election to [Federal
office] . . .

The funds received by the R.N.C. from American Medical are
contributions made by American Medical to the R.N.C. even if the
contributors received something of value. See Commission Advisory
Opinions ("AO") 1979-76, 1979-17, 1978-46 and 1975-15. It should
be added that the evidence indicates that the corporation did not
realize they were making a contribution in contravention of 2 U.S.C.
§ 441b, but believed rhey were involved in an arm's length business
transaction. Moreover, if the R.N.C. had deposited the funds re-
ceived in these transactions in bank accounts opened and used only
for activities not within the jurisdiction of the Act, there would
be no prohibited contributions under 2 U.S.C. § 441b. See AO 1979-17,
pg. 7.
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Based on the foregoing analysis, the Federal Election Com-
mission has found reason to believe that American Medical Labor-
itories, Inc. violated 2 U.S.C. S 441b.



FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463141

February 23, 1981

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Douglas Bailey
Bailey, Deardourff and Associates, Inc.
60720 Old McLean Village Drive
McLean, Virginia 22101

Re: MUR 1180

Dear Mr. Bailey:

Based on information ascertained in the normal course
of carrying out its supervisory responsibilities, the Federal
Election Commission, on December 2, 1980, found reason to
believe that the Bailey, Deardourff and Associates Inc.
violated 2 U.S.C. § 441b(a). A report on the Commission's
finding is attached for your information.

In the absence of any additional information which demon-
strates that no further action should be taken against your
company, the Commission nay find probable cause to believe
that a violation has occurred and proceed with formal concilia-
tion. Please submit any factual or legal material that you
believe to be relevant within ten (10) days. Of course, this
does not preclude the settlement of this matter through infor-
mal conciliation prior to a finding of probable cause to
believe, if you so desire.

Should you have any questions regarding this matter, please
call William E. Taylor, the attorney assigned to this case at
(202) 523-4529.

JOHN WARREN McGARRY

Chairman

Enclosure
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CERTIFIED MAIL
RETURN RECLIPT REQUESTED

Mr. Douglas Lailey
hailey, Deardourff and Associates, Inc.
60720 Old McLean \illage Lrive
ijcLean, Virginia 22101

Re: MUR 1180

bear ir. LQiley:

Lased cn information ascertained in the normal course
of carrying out its supervisory responsibilities, the Federal
Election Commission, on December 2, 1980, found reason to
believe that the Lailey, Deardourff and Associates Inc.
violated 2 U.S.C. & 441b(a). A report on the Commission's
tinuing is attaclied for your information.

In the absence of any additional information which demon-
stratcs that no further ection should be taken against your
ccijupany, the Commis ision ray find] i'robable cause to believe
that a violation has occurred and proceed with formal concilia-
tion. Please sub.Tit any factual or legal material that you
Lbelicve to be relevant within ten (10) (jays. Of course, thir;
i-iues not [reclude the settlemient of this i.attor thrcucgh irLi-
jzI conciliatien [.ri-)r to a tin.cincj of p"robable cause to
belicve, if you -o CiesiLC.

L. icai you iave any ('uc -tions rc( rdinq this i atter,
call Villiami L. Taylcr, the attorney assi'ncd to this case at,
(202) 523-4L49.

Linccre ly,

WETaylor :rrp:2/19/ 8 1
TJWhitehead

-777i"'?W'T



FEDERAL ELECTION COMMISSION

NOTIFICATION OF REASON TO BELIEVE FINDING

DATE February 23, 1981 MUR NO. 1180

RESPONDENT Bailey Deurdoff Assoc. STAFF MEMBER(S) & TEL. NO.

Iic.
Taylor

(202) 523-4529

SOURCE OF MUR: I N T E R N A L L Y G E N E R A T E D

BACKGROUND

The records of the Republican National Committee (R.N.C.)

show that the R.N.C. received funds from Bailey Deurdouff Assoc.

Inc. (Bailey Deurdouff) in the amount of $750.00 for pips listings

purchased by Bailey Deurdouff from R.N.C.

FACTUAL BASIS AND LEGAL ANALYSIS

It is unlawful for any . . . corporation whatever
. . to make a contribution or expenditure in

connection with any election to . . . [Federal]
office. 2 U.S.C. § 441b(a).

The term "contribution or expenditure" is defined in 2 U.S.C.

§ 441b to include:

. . . any direct or indirect payment, distribution,
loan, advance, or gift of money or any services

or anything of value . . . to any candidate,
campaign committee, or political party or organiza-

tion, in connection with any election to [Federal

office] . . .

The funds received by the R.N.C. from Bailey Deurdouff are

contributions made by Bailey Deurdouff to the R.N.C. even if the

contributors received something of value. See Commission Advisory

Opinions ("A0") 1979-76, 1979-17, 1978-46 and 1975-15. It should

be added that the evidence indicates that the corporation did not

realize they were making a contribution in contravention of 2 U.S.C.
§ 441b, but believed they were involved in an arm's length business
transaction. Moreover, if the R.N.C. had deposited the funds re-
ceived in these transactfions in bank accounts opened and used only
for activities not within the jurisdiction of the Act, there would
be no prohLbited contributions under 2 U.S.C. S 441b. See AO 1979-17,
pg. 7.
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Based on the foregoing analysis, the Federal Election Com-
missiori has found reason to believe that Bailey Deurdouff Asso.
Inc. violated 2 U.S.C. S 441b.



FEDERAL ELECTION COMMISSION
WASHINGTON, D.C 20463

February 23, 1981

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Nr. Charles J. Wardelich, President
Cities Services Company
Cities Services Building
Tulsa, Oklahoma 74102

Re: MUR 1180

Dear Mr. Wardelich:

Based on information ascertained in the normal course

of carrying out its supervisory responsibilities, the Federal
00% Election Commission, on December 2, 1980, found reason to

believe that the Cities Service Company violated 2 U.S.C.

S 441b(a). A report on the Commission's finding is attached

for your information.

In the absence of any additional information which demon-
strates that no further action should be taken against your
company, the Commission may find probable cause to believe

that a violation has occurred and proceed with formal concilia-

tion. Please submit any factual or legal material that you

believe to be relevant within ten (10) days. Of course, this

does not preclude the settlement of this matter through infor-

, mal conciliation prior to a finding of probable cause to

believe, if you so desire.

Should you have any questions regarding this matter, please

call William E. Taylor, the attorney assigned to this case at

(202) 523-4529.

sin e e1

JOHN WARREN McGARRY
Chairman

Enclosure
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CELTIF'ILI) hAIL
RETURN RECEIPTi REQULSTED

ir. Charles J. Wardelich, President
Cities Services Company
Cities Services Luilding
Tulsa, oklahoma 74102

Re: Up 1180

ik.uaitu tia ~rcelich:

[asud on intorimiation ascertained in the normal course
o. carrying out its supervisory responsibilities, the Federal
LILction Commission, on December 2, i9S0, found reason to

believe that the Cities Service Company violated 2 U.S.C.
441L(a). A report on the Commission's findinc is attached

tor your iniiormation.

TI, the absence of any additional information which dei.oii-
strates that no further action should be taken against your
C i j any, tlie Coi:missiori nay tind tprobable cause to believe
twat a violation has occurred and proceed it], formal concilia-
Lion. ilease submit any factual cr lecal material that you
Lelieve to be relevant within ten (10) (Jays. Of course, this
cc,.s not [.reclude the settlement of this imatter throuqh ijfor-
,l c.nciiiation prior to a finding of [p.robable cn,use to

-e]icve, it LoU So (! Sire.

-,ICioulO 'Iou have any cue'sticnc re,.aruir(c thic .iatter, j eurnr
cii %.:iilia IL. '&'aylor, the attor-nev ass1uned to this case Z't

WETaylor:rrp: 2/19/81
TJWhitehead



FEDERAL ELECTION COMMISSION

NOTIFICATION OF REASON TO BELIEVE FINDING

DATE February 23, 1981 MUR NO. 1180

RESPONDENT Cities Services Corp. STAFF MEMBER(S) & TEL. NO.

Taylor

(202) 523-4529

SOURCE OF MUR: I N T E R N A L L Y G E N E R A T E D

BACKGROUND

The records of the Republican National Committee (R.N.C.)
show that the R.N.C. received funds from Cities Services Corp.

(Cities Services) in the amount of $1,500.00 for present lists

purchased by Cities Services from R.N.C.

FACTUAL BASIS AND LEGAL ANALYSIS

It is unlawful for any . . . corporation whatever
. 0 . to make a contribution or expenditure in

connection with any election to . . . [Federal]

office. 2 U.S.C. § 441b(a).

The term "contribution or expenditure" is defined in 2 U.S.C.

§ 441b to include:

any direct or indirect payment, distribution,

loan, advance, or gift of money or any services
or anything of value . . . to any candidate,

campaign committee, or political party or organiza-
tion, in connection with any election to [Federal
office] . . o

The funds received by the R.N.C. from Cities Services are con-

tributions made by Cities Services to the R.N.C. even if the contri-

butors received something of value. See Commission Advisory Opinions

("AO") 1979-76, 1979-17, 1978-46 and 1975-15. It should be added

that the evidence indicates that the corporation did not realize
they were making a contribution in contravention of 2 U.S.C. § 441b,
but believed they were involved in an arm's length business trans-
action. Moreover, if the R.N.C. had deposited the funds received
in these transdct ions in bank accounts opened and u-ed only for
activities not wLthLn the jurisdiction of the Act, there would be
no prohibited contributions under 2 U.S.C. § 441b. See AO 1979-17,
pg. 7.
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Based on the foregoing analysis, the Federal Election Com-
mission has found reason to believe that Cities Services Corp.
violated 2 U.S.C. s 441b.

C7,
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FEDERAL ELECTION COMMISSION
WASHINGTON. DC 20463

February 23, 1981

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Ken Kendrick, Jr.
Datatel Incorporated
3700 Mount Vernon Avenue
Alexandria, Virginia

Re: MUR 1180

Dear Mr. Kendrick:

Based on information ascertained in the normal course
of carrying out its supervisory responsibilities, the Federal
Election Commission, on December 2, 1980, found reason to
believe that the Datatel, Incorporated violated 2 U.S.C.

§ 441b(a). A report on the Commission's finding is attached

for your information.

In the absence of any additional information which demon-

strates that no further action should be taken against your

company, the Commission may find probable cause to believe

that a violation has occurred and proceed with formal concilia-

tion. Please submit any factual or legal material that you

believe to be relevant within ten (10) days. Of course, this

does not preclude the settlement of this matter through infor-

mal conciliation prior to a finding of probable cause to

Cbelieve, if you so desire.

Should you have any questions regarding this matter, please

call William E. Taylor, the attorney assigned to this case at
(202) 523-4529.

Chairman

Enclosure
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CLR''IFILD MAIL
Ri;'ULRN' RTCLIPT RLQUUIATEI)

ix-. Lten irendrick, jr.
Lotatcl Incorporated
37(CC hount Vernon Avenue
Alexzandiria, Virginia

Pe: MUR IIEC

scar E'r. hendrick:

Lased on intorimation &,-certainci in ti,,( nor,'tal course
o carryinc, cut its supervisory responsibilitics, the Federal
};iction ComrIcission, on L;ecembcr 2, I9NT, found reason to
believe that the Datatel, Incorporated violated 2 U.L C.

441b(a). A report on the Commission's fin(jinc- is attachc:d
£.Lu your infOr;ation.

I" the ahsence of any adcitional inforraticn which d ernor-

stj-atcs thcit ro furt'Cr action should be taken o'cainst your

Icr' pI ny, tie Conu:i:-.nsion ,:.ay fInim norobable cause to Lelieve
tliat a violation has occurred, ind p-!rcceed with fermal ccncilia-
tion. Ilease submit any factual or letal material that you
hL IuvC tc Ie relevant witihin ten (IC) days. C'f coirrse, this
HOLL . Hot IErcclude tihe ;ettleient of this viatter through infIcr-
;,L colciiLiatiorj c-ior to a f inhinl' of j.robable cEaiir;c to
viICvI, 1i ou sc o Usire.

SIhulC you havC Ofn" &(uestiois reoiardinc; this itter, 1!aSO

S cii .,ia, t. i'aylor, the attoatnc ,- assigned to this case at

1n ircer(i,,.

,I iiC(. L(.t A

WETaylor: rrp: 2/19/81
TJWhitehead



FEDERAL ELECTION COMMISSION

NOTIFICATION OF REASON TO BELIEVE FINDING

DATE February 23, 1981 MUR NO. 1180

RESPONDENT Datatel Inc. STAFF MEMBER(S) & TEL. NO.

Taylor

(202) 523-4529

SOURCE OF MUR: I N T E R N A L L Y G E N E R A T E D

BACKGROUND

The records of the Republican National Committee (R.N.C.)
show that the R.N.C. received funds from Datatel Inc. (Datatel)
in the amount of $6,521.50 for the sale of computer time by the
R.N.C. to Datatel.

FACTUAL BASIS AND LEGAL ANALYSIS

It is unlawful for any . . . corporation whatever
. . . to make a contribution or expenditure in
connection with any election to . . . [Federal]
office. 2 U.S.C. § 441b(a).

The term "contribution or expenditure" is defined in 2 U.S.C.
§ 441b to include:

• . . any direct or indirect payment, distribution,
loan, advance, or gift of money or any services
or anything of value . . . to any candidate,
campaign committee, or political party or organiza-
tion, in connection with any election to [Federal
office] . . .

The funds received by the R.N.C. from Datatel are contribu-
tions made by Datatel to the R.N.C. even if the contributors received
something of value. See Commission Advisory Opinions ("AO") 1979-76,
1979-17, 1978-46 and 1975-15. It should be added that the evidence
indicates that the corporation did not realize they were making a
contribution in contravention of 2 U.S.C. § 441b, but believed they
were involved in an arm's length business transaction. Moreover,
if the R.N.C. had deposited the funds received in these transactions
in bank accounts opened and used only for activities not within the
juti.sdLction of the Act, there would be no prohibited contributions
under 2 U.S.C. § 441b. See AC 1979-17, pg. 7.
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Based on the foregoing analysis, the Federal Election Com-
mission has found reason to believe that Datatel Inc. violated
2 U.S.C. S 441b.

4I



FEDERAL ELECTION COMMISSION
WASHINGTON, DC. 20463

February 23, 1981

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Jay Bruce Mackey, President
Envelopes Unlimited Inc.
649 North homer Lane
Rockville, Maryland 20850

Re: MUR 1180

Dear Mr. Mackey:

Based on information ascertained in the normal course
of carrying out its supervisory responsibilities, the Federal
Election Commission, on December 2, 1980, found reason to
believe that the Envelopes Unlimited Inc. violated 2 U.S.C.
S 441b(a). A report on the Commission's finding is attached
for your information.

In the absence of any additional information which demon-

strates that no further action should be taken against your

company, the Commission may find probable cause to believe
that a violation has occurred and proceed with formal concilia-

tion. Please submit any factual or legal material that you

believe to be relevant within ten (10) days. Of course, this

does not preclude the settlement of this matter through infor-

rnal conciliation prior to a finding of probable cause to
believe, if you so desire.

Should you have any questions regarding this matter, please

call William E. Taylor, the attorney assigned to this case at
(202) 523-4529.

Si ely,

OHN WARREN McGARRY

Chairman

Enci us u re



CLITIFIEL[, IAIL
Rf;TUM4 RECFIPT REQUESTLL

iLr. Jay L-ruce llackcy, President
Lfnveiopc's UnlimitLd Inc.
(49 L.orthi honer Lae-.u
ock ille, airyland 2G8U50

PC: MlR iP 18 0

V[eai Mr. octcke,4

Lase(.7 on information ascertained in the normal course
oi carrying out its supervisory responsibilities, the Federal
Llection Lomission, on hecei;ber 2, 1980, found reason to
believe that the Lnvelopcs Urilii.itCe Inc. violated 2 U..C.
p 441b(a). , rcport on the Ccr,Assion's finding is attached
for your infori:iation.

in tne absence of any additicnal infiorimaticn which Jeron-
Ln !.Lrc-tes thiat no further- action should be taken against your

coi.>any, the Comm11ission iay f inC. j robable cause to believe
tiwt a violation Iias occurred and -roceed with forial concilia-
tion. 1,lease submit any ifactual or legal material that you
Leliuve to hb relevant within ten (10) o-ay!c. Of course, this

i ,o s ct i.recl1ude the settle.ient of this matter throuch infer-
lal CCon1ciliation i ri(.)r to 6 finding cf prc'{aklv cause to- Lbclcvc, iI 7ou sc (:021iLe.

L OUi(f yOU it (V'C 61) (UE'st ion I: ec g rdin(, this ,atter ,lea ,
, call 1iliaiu E. 'Iu lu.,, the attorney assi~neJ to thIis car:e at

(2C") 323-, 5"I 9.

.ircerely,

WETaylor: rrp: 2/19/81
TJWhitehead



FEDERAL ELECTION COMMISSION

NOTIFICATION OF REASON TO BELIEVE FINDING

DATE February 23, 1981 MUR NO. 1180

RESPONDENT Envelopes Unlimited Inc. STAFF MEMBER(S) & TEL. NO.

Taylor

(202) 523-4529

SOURCE OF MUR: I N T E R N A L L Y G E N E R A T E D

BACKGROUND

The records oi the Republican National Committee (R.N.C.)

show that the R.N.C. received funds from Envelopes Unlimited Inc.

(Envelopes Unlimited) in the amount of $812.50 for computer

N services provided by the R.N.C. to Envelopes Unlimited.

FACTUAL BASIS AND LEGAL ANALYSIS

_ It is unlawful for any . . . corporation whatever
0 9 . to make a contribution or expenditure in
connection with any election to . . . [Federal]
office. 2 U.S.C. § 441b(a).

The term "contribution or expenditure" is defined in 2 U.S.C.
§ 441b to include:

* . . any direct or indirect payment, distribution,
loan, advance, or gift of money or any services

or anything of value . . . to any candidate,
campaign committee, or political party or organiza-

tion, in connection with any election to [Federal
office] . . .

The funds received by the R.N.C. from Envelopes Unlimited

are contributions made by Envelopes Unlimited to the R.N.C. even

if the contributors received something of value. See Commission

Advisory Opinions ("AO") 1979-76, 1979-17, 1978-46 and 1975-15.

It should be added that the evidence indicates that the cor oration
did not realize they were making a contribution in contravention
of 2 U.S.C. § 441b, but believed they were involved in an arm's

length business transactton. Moreover, if the R.N.C. had deposited
the funds received 1.ri these transactions in bank accounts opened

and used only for actLvities not within the jurisdiction of the

Act, there would be no prohibited conributions under 2 U.S.C.
§ 441b. See AO 1979-17, pg. 7.
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Based on the foregoing analysis, the Federal Election Com-
mission has found reason to believe that Envelopes Unlimited
Inc. violated 2 U.S.C. S 441b.



FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

IM2RADUM

TO: THE FILE ION MUR 1180 - THE REPUBLICAN NATICNAL COMMITEE

FROM: LENA L. STAFFORD, REORDING SECRETARY, OCS

DATE: FEBRUARY 20, 1981

In the Federal Election Ommission's Executive Session on

February 18, 1981, Ccnissioners Thanson and Tiernan withdrew their

objections in the above-captioned matter.

By unanimous consent, the Commission agreed to the following

anendments with respect to MUR 1180:

1. Include a reference to A0 1979-76 in the
first paragraph on page 5 of the Notification
to the Republican National Ccmmittee, attached
to the General Counsel' s Memorandum dated
February 3, 1980.

2. Correct the cite in the first paragraph of
the letter to Mr. Bill Brock, attached to
the above-namied nEorandum, to read
"434 (b) (3) ."

3. Correct the language in the second paragraph
of the letter to Mr. Bill Brock, attached to
the above-named memrandum, with respect to
"taken against your comnittee."

Pursuant to the actions detailed above, no objections remain

on the record.

2 cc: General Counsel



FEDERAL ELECTION COMMISSIONe25 K , IR1 I N.W.
WASIN(IONI). 2046

MEMORANDUM TO: CHARLES STEELE

FROM: MARJORIE W. EMMONS/MARGARET CHANEY,- <

DATE: FEBRUARY 5, 1981

SUBJECT: MUR 1180 - Memorandum to the Commission dated
2-3-81 with letters and notifications;
OBJECTION

The above-named document was circulated on a 24 hour

,* no-objection basis at 11:00, February 4, 1981.

Commissioner Tiernan submitted an objection at 5:09,

February 4, 1981.

MUR 1180 will be placed on the Executive Session

Agenda for Wednesday, February 18, 1981.

Commissioner Thomson submitted his objection at

12:49, February 5, 1981.



February 3, 1981

MEMORANDUM TO: Marjorie W. Emmons

FROM: Elissa T. Garr

SUBJECT: MUR 1180

Please have the attached Memo to the Commission

distributed to the Commission on a*
4 hour ta

basis. Thank 9ou.

Attachment

pakayson

cc: Taylor



FEDERAL ELECTION COMMISSION
WASHINGTON, DC 20463

February 3, 1981

MEMORANDUM TO:

FROM:

SUBJECT:

The Commission

Charles N. Steel 
General Counsel

MUR 1180
The Republican National Committee

On December 2,1980, the Commission found reason to believe

in the above-entitled matter. This finding of reason to believe

necessitated changing the attached letters and notifications of

reason to believe; they are being circulated for your approval.

Recommendation:

1. Approve attached letters and notifications.

Attachments

1. Letters with accompanying notifications.

8IF[B 3 P 3: 12

14 1



~4I~I'~ FEDERAL ELECTION COMMISSION
/ WASHINGTON.C. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. David M. Serotkin
48 North Walnut Street
Mount Clemens, Michigan 48948

Re: MUR 1180

Dear Serotkin:

Based on information ascertained in the normal course
of carrying out its supervisory responsibilities, the Federal
Election Commission found no reason to believe that a violation
of any statute within its jurisdiction has been committed.
Accordingly, the Commission has closed its file in this matter.
This matter will become a part of the public record in 30 days.

Should you have any questions regarding this matter, please
call William E. Taylor, the attorney assigned to this case at
(202) 523-4529.

Sincerely,

Charles N. Steele
General Counsel



FEDERAL ELECTION COMMISSION
WI FS Y WASHINGTON, D.C. 20463

CERTIFIED MAIL
RETURN RECEIPTREQUESTED

Mr. Al Hackel, President
Acropolis Books Ltd.
2400 17th Street, N.W.
Washington, D.C. 20009

Re: MUR 1180

Dear Mr. Hackel:

Based on information ascertained in the normal course
of carrying out its supervisory responsibilities, the Federal
Election Commission, on December 2, 1980, found reason to
believe that Acropolis Books Ltd. violated 2 U.S.C. S 441b(a).
A report on the Commission's finding is attached for your
information.

In the absence of any additional information which demon-
strates that no further action should be taken against your
committee, the Commission may find probable cause to believe
that a violation has occurred and proceed with formal concilia-
tion. Please submit any factual or legal material that you
believe to be relevant within ten (10) days. Of course, this
does not preclude the settlement of this matter through infor-
mal conciliation prior to a finding of probable cause to

C. believe, if you so desire.

Should you have any questions regarding this matter, please
call William E. Taylor, the attorney assigned to this case at
(202) 523-4529.

Sincerely,



0S
FEDERAL ELECTION COMMISSION

NOTIFICATION OF REASON TO BELIEVE FINDING

DATE MUR NO. 1180
STAFF MEMBER(S) & TEL. NO.

RESPONDENT Acropolis Books Ltd. Taylor
(202) 523-4529

C-

SOURCE OF MUR. I N T E R N A L L Y G E N E R A T E D

BACKGROUND

This matter was referred to the Office of General Counsel by
the Audit Division and is based on an audit of the Republican
National Committee ("R.N.C.") covering the period of January 1,
1976 through March 31, 1979.

On June 22, 1976, and on October 23, 1977, the R.N.C. deposited
in its operating account two checks in the amounts of $1,050.25 and
$2,145.50 received from Acropolis Books, Ltd. (Acropolis). The
R.N.C. reported the checks as "refund/rebates" and not as a contri-
bution. When the audit staff inquired about the checks, the R.N.C.
explained that it was royalty payment resulting from an agreement
entered into on August 25, 1975, for the sale of a book called
REPUBLICAN HUMOR BOOK.

FACTUAL BASIS AND LEGAL ANALYSIS

The R.N.C. li-ed on its rerorts two checks in the amount of
$1,050.25 and $2,145.50 received from Acropolis Books Ltd.,
(Acropolis), a corporation. These checks were received as part of
an agreement entered into between the R.N.C. and Acropolis on August
25, 1975, whereby the R.N.C. would receive a royalty payment for
each copy sold of THE REPUBLICAN HUMOR BOOK.

It is unlawful for any . . . corporation whatever .

to make a contribution or expenditure in connection with
any election to . . . [Federal] office.

The term "contribution or expenditure" is defined in 2 U.S.C.
§ 441b to include:

• . . any direct or indirect payment, distribution, loan,
advance, or gift of money or any services or anything
of value . . . to any candidate, campaign committee, or
political party or organization, in connection with any
election to . . . [Federal office] . . .
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The present transaction, is similar in many respects to the
proposed "credit card program" previously considered by the Commis-
sion in Advisory Opinion 1979-a7. In that opinion request, the
Commission considered several alternative plans under which the
Republican National Committee would provide the prestige of its name,
the loyalty of its members, the endorsement of its leadership and the
use of its membership lists to several banks issuing credit cards
such as a VISA card. As a result, the issuing banks would be able
to expand their card holder base. In exchange, the banks would
provide the RNC with either (a) the exclusive use of the monthly
statement as a vehicle for mailing RNC educational/promotional
materials to RNC credit card holders, (b) a one-time payment for
each RNC card issued or account activated as a result of the soli-
citation, or (c) a negotiated fee on a monthly basis representing
a percentage of either total card holder sales or the finance charge
balance on RNC credit card accounts. The opinion request described
the transactions as a "bargain struck at arms length by the parties",
with benefits and consideration flowing back and forth between the
parties as much the same as in any commercial relationship. However,
the Commission determined that the PNC proposal did not present the
possibility of characterizing the amounts received by the RNC and
the services rendered by the banks as bargained for consideration
rather than contributions from the banks in violation of 2 U.S.C.
§441b. Fundamental to the Commission's conclusion that the plan

would result in a violation of the Act was its recognition of the
distinction between income that a political committee might produce
using tangible assets and, "the use of the political organization's
good will and reputation of its national leadership to promote a
commercial enterprise in exchange for a share of the income realized
or anticipated by the comercial enterprise." AO 1979-17,, pg. 5-6.

In the present transaction, Acropolis made royalty payments
to the R.N.C. for each copy sold of THE REPUBLICAN HUMOR BOOK,
and in return for these royalty payments, the R.N.C. allowed its
name to be used and assisted in promoting the book. As such, the
payments made by Acropolis, as in the "credit card program", supra,
cannot be viewed simply as bargained for consideration, but rather
constitute contributions in violation of § 441b of the Act.

Based on the foregoing analysis, the Federal Election Commis-
sion has found reason to believe that Acropolis Books Ltd. violated
2 U.S.C. § 441b(a) for making a corporate contribution to the R.N.C.



FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

FES5

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Charles J. Wardelich, President

Cities Services Co.
Cities Services Building

Tulsa, Oklahoma 74102

Re: MUR 1180

Dear Mr. Wardelich:

Based on information ascertained in the normal course

of carrying out its supervisory responsibilities, the Federal

Election Commission, on December 2, 1980, found reason to

believe that the Cities Service Company violated 2 U.S.C.

S 441b(a). A report on the Commission's finding is attached

for your information.

In the absence of any additional information which demon-

strates that no further action should be taken against your

committee, the Commission may find probable cause to believe

that a violation has occurred and proceed with formal concilia-

tion. Please submit any factual or legal material that you

believe to be relevant within ten (10) days. Of course, this

does not preclude the settlement of this matter through infor-

mal conciliation prior to a finding of probable cause to
believe, if you so desire.

Should you have any questions regarding this matter, please

call William E. Taylor, the attorney assigned to this case at
(202) 523-4529.

Sincerely,
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FEDERAL ELECTION COMMISSION

NOTIFICATION OF REASON TO BELIEVE FINDING

DATE MUR NO. 1180

RESPONDENT Cities Services Corp. STAFF MEMBER(S) & TEL. NO.

Taylor

(202) 523-4529

SOURCE OF MUR: I N T E R N A L L Y G E N E R A T E D

BACKGROUND

The records of the Republican National Committee (R.N.C.)
show that the R.N.C. received funds from Cities Services Corp.
(Cities Services) in the amount of $1,500.00 for present lists
purchased by Cities Services from R.N.C.

FACTUAL BASIS AND LEGAL ANALYSIS

It is unlawful for any . • . corporation whatever
• . . to make a contribution or expenditure in
connection with any election to . . . [Federal]
office. 2 U.S.C. § 441b(a).

The term "contribution or expenditure" is defined in 2 U.S.C.
§ 441b to include:

* . . any direct or indirect payment, distribution,
loan, advance, or gift of money or any services
or anything of value . . . to any candidate,
campaign committee, or political party or organiza-
tion, in connection with any election to [Federal
office] . . .

The funds received by the R.N.C. from Cities Services are con-
tributions made by Cities Services to the R.N.C. even if the contri-
butors received something of value. See Commission Advisory Opinions
("AO") 1979-76, 1979-17, 1978-46 and 1975-15. It should be added
that the evidence indicates that the corporation did not realize
they were making a contribution in contravention of 2 U.S.C. S 441b,
but believed they were involved in an arm's length business trans-
action. Moreover, if the R.N.C. had deposited the funds received
in these transactions in bank accounts opened and u-ed only for
activities not within the jurisdiction of the Act, there would be
no prohibited contributions under 2 U.S.C. § 441b. See AO 1979-17,
pg. 7.
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Based on the foregoing analysis, the Federal Election Com-
mission has found reason to believe that Cities Services Corp.
violated 2 U.S.C. S 441b.

TIP
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FEDERAL ELECTION COMMISSION
~LITYP)WASHINGONDC. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Dr. A.Goodwin, Director
American Medical Laboratories, Inc.
11091 Main Street
Fairfax, Virginia

Re: MUR 1180

Dear Dr. Goodwin:

Based on information ascertained in the normal course
of carrying out its supervisory responsibilities, the Federal
Election Commission, on December 2, 1980, found reason to
believe that the American Medical Laboratories, Inc. violated
2 U.S.C. S 441b(a). A report on the Commission's finding is
attached for your information.

In the absence of any additional information which demon-
strates that no further action should be taken against your
committee, the Commission may find probable cause to believe
that a violation has occurred and proceed with formal concilia-
tion. Please submit any factual or legal material that you
believe to be relevant within ten (10) days. Of course, this
does not preclude the settlement of this matter through infor-
mal concilkation prior to a finding of probable cause to
believe, if you so desire.

-Should you have any questions regarding this matter, please
call William E. Taylor, the attorney assigned to this case at
(202) 523-4529.

Sincerely,



FEDERAL ELECTION COMMISSION

NOTIFICATION OF REASON TO BELIEVE FINDING

DATE MUR NO. 1180

RESPONDENT Americal Medical Laboratories STAFF MEMBER(S) & TEL. NO.
Inc.

Taylor

(202) 523-4529

SOURCE OF MUR: I N T E R N A L L Y G E N E R A T E D

BACKGROUND

The records of the Republican National Committee (R.N.C.)
show that the R.N.C. received funds from American Medical
Laboratories Inc. (American Medical) in the amount of $11,110.00
for computer equipment purchased by American Medical from the R.N.C.

FACTUAL BASIS AND LEGAL ANALYSIS

It is unlawful for any . . . corporation whatever
• • . to make a contribution or expenditure in
connection with any election to . . . [Federal]
office. 2 U.S.C. § 441b(a).

The term "contribution or expenditure" is defined in 2 U.S.C.
§ 441b to include:

• . . any direct or indirect payment, distribution,
loan, advance, or gift of money or any services
or anything of value . . . to any candidate,
campaign committee, or political party or organiza-
tion, in connection with any election to [Federal
office] . . .

The funds received by the R.N.C. from American Medical are
contributions made by American Medical to the R.N.C. even if the
contributors received something of value. See Commission Advisory
Opinions ("AO") 1979-76, 1979-17, 1978-46 and 1975-15. It should
be added that the evidence indicates that the corporation did not
realize they were making a contribution in contravention of 2 U.S.C.
§ 441b, but believed they were involved in an arm's length business
transaction. Moreover, if the R.N.C. had deposited the funds re-
ceived in these transactions in bank accounts opened and used only
for activities not within the jurisdiction of the Act, there would
be no prohibited contributions under 2 U.S.C. § 441b. See AO 1979-17,
pg. 7.
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Based on the foregoing analysis, the Federal Election Com-

mission has found reason to believe that American Medical Labor-

itories, Inc. violated 2 U.S.C. S 441b.



FEDERAL ELECTION COMMISSION

NOTIFICATION OF REASON TO BELIEVE FINDING

DATE__ MUR NO. 1180

RESPONDENT Bailey Deurdoff Assoc. STAFF MEMBER(S) & TEL. NO.
Inc.

Taylor

(202) 523-4529

SOURCE OF MUR: I N T E R N A L L Y G E N E R A T E D

BACKGROUND

The records of the Republican National Committee (R.N.C.)
show that the R.N.C. received funds from Bailey Deurdouff Assoc.
Inc. (Bailey Deurdouff) in the amount of $750.00 for pips listings
purchased by Bailey Deurdouff from R.N.C.

FACTUAL BASIS AND LEGAL ANALYSIS

It is unlawful for any . . . corporation whatever
S. .to make a contribution or expenditure in
connection with any election to . . . [Federal]
office. 2 U.S.C. § 441b(a).

The term "contribution or expenditure" is defined in 2 U.S.C.
§ 441b to include:

. . . any direct or indirect payment, distribution,
loan, advance, or gift of money or any services
or anything of value . . . to any candidate,
campaign committee, or political party or organiza-
tion, in connection with any election to [Federal
office] . . .

The funds received by the R.N.C. from Bailey Deurdouff are
contributions made by Bailey Deurdouff to the R.N.C. even if the
contributors received something of value. See Commission Advisory
Opinions ("AO") 1979-76, 1979-17, 1978-46 and 1975-15. It should
be added that the evidence indicates that the corporation did not
realize they were making a contribution in contravention of 2 U.S.C.
§ 441b, but believed they were involved in an arm's length business
transaction. Moreover, if the R.N.C. had deposited the funds re-
ceived in these transactions in bank accounts opened and used only
for activities not within the jurisdiction of the Act, there would
be no prohibited contributions under 2 U.S.C. § 441b. See AO 1979-17,
pg. 7.
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Based on the foregoing analysis, the Federal Election Com-
mission has found reason to believe that Bailey Deurdouff Asso.
Inc. violated 2 U.S.C. S 441b.0



WASHINGTON, D C 20463.

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Douglas Bailey
Bailey, Deardourff and Associates, Inc.
60720 Old McLean Village Drive
McLean, Virginia 22101

Re: MUR 1180

Dear Mr. Bailey:

Based on information ascertained in the normal course
of carrying out its supervisory responsibilities, the Federal
Election Commission, on December 2, 1980, found reason to
believe that the Bailey, Deardourff and Associates Inc.
violated 2 U.S.C. S 441b(a). A report on the Commission's
finding is attached for your information.

. In the absence of any additional information which demon-
strates that no further action should be taken against your
committee, the Commission may find probable cause to believe
that a violation has occurred and proceed with formal concilia-
tion. Please submit any factual or legal material that you
believe to be relevant within ten (10) days. Of course, this
does not preclude the settlement of this matter through infor-
mal conciliation prior to a finding of probable cause to
believe, if you so desire.

Should you have any questions regarding this matter, please
call William E. Taylor, the attorney assigned to this case at
(202) 523-4529.

Sincerely,



FEDERAL ELECTION COMMISSION
WI 7 '~. WASHINGTON, D.C 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Jay Bruce Mackey, President
Envelopes Unlimited Inc.
649 North Homer Lane
Rockville, Maryland 20850

Re: MUR 1180

Dear Mr. Mackey:

Based on information ascertained in the normal course
of carrying out its supervisory responsibilities, the Federal
Election Commission, on December 2, 1980, found reason to
believe that the Envelopes Unlimited Inc. violated 2 U.S.C.
S 441b(a). A report on the Commission's finding is attached
for your information.

In the absence of any additional information which demon-
strates that no further action should be taken against your
committee, the Commission may find probable cause to believe
that a violation has occurred and proceed with formal concilia-
tion. Please submit any factual or legal material that you
believe to be relevant within ten (10) days. Of course, this
does not preclude the settlement of this matter through infor-
mal conciliation prior to a finding of probable cause to
believe, if you so desire.

Should you have any questions regarding this matter, please
call William E. Taylor, the attorney assigned to this case at
(202) 523-4529.

Sincerely,

__ - - _= --- - - ____

M



FEDERAL ELECTION COMMISSION

NOTIFICATION OF REASON TO BELIEVE FINDING

DATE MUR NO. 1180

RESPONDENT Envelopes Unlimited Inc. STAFF MEMBER(S) & TEL. NO.

Taylor

(202) 523-4529

SOURCE OF MUR: I N T E R N A L L Y G E N E R A T E D

BACKGROUND

The records of the Republican National Committee (R.N.C.)
show that the R.N.C. received funds from Envelopes Unlimited Inc.
(Envelopes Unlimited) in the amount of $812.50 for computer
services provided by the R.N.C. to Envelopes Unlimited.

FACTUAL BASIS AND LEGAL ANALYSIS

It is unlawful for any . . . corporation whatever
. . . to make a contribution or expenditure in
connection with any election to . . . (Federal]
office. 2 U.S.C. § 441b(a).

The term "contribution or expenditure" is defined in 2 U.S.C.
§ 441b to include:

any direct or indirect payment, distribution,
loan, advance, or gift of money or any services
or anything of value . . . to any candidate,
campaign committee, or political party or organiza-
tion, in connection with any election to [Federal
office] . . .

The funds received by the R.N.C. from Envelopes Unlimited
are contributions made by Envelopes Unlimited to the R.N.C. even
if the contributors received something of value. See Commission
Advisory Opinions ("AO") 1979-76, 1979-17, 1978-46 and 1975-15.
It should be added that the evidence ind'icates that the cor orAtion
did not realize they were making a contribution in contravention
of 2 U.S.C. § 441b, but believed they were involved in an arm's
length business transaction. Moreover, if the R.N.C. had deposited
the funds received in these transactions in bank accounts opened
and used only for activities not within the jurisdiction of the
Act, there would be no prohibited contributions under 2 U.S.C.
§ 441b. See AO 1979-17, pg. 7.
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Based on the foregoing analysis, the Federal Election Com-
mission has found reason to believe that Envelopes Unlimited
Inc. violated 2 U.S.C. S 441b.

a '-



FEDERAL ELECTION COMMISSION

WASHINGTON, D.C. 20463

4VIS 0

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Charles L. Andes, Chairman
Franklin Mint Corporation
Franklin Center, Pa. 19041

Re: MUR 1180

Dear Mr. Andes:

Based on information ascertained in the normal course

of carrying out its supervisory responsibilities, the Federal
Election Commission, on December 2, 1980, found reason to
believe that the Franklin Mint violated 2 U.S.C. S 441b(a).
A report on the Commission's finding is attached for your
information.

In the absence of any additional information which demon-

strates that no further action should be taken against your
committee, the Commission may find probable cause to believe
that a violation has occurred and proceed with formal concilia-
tion. Please submit any factual or legal material that you
believe to be relevant within ten (10) days. Of course, this
does not preclude the settlement of this matter through infor-
mal conciliation prior to a finding of probable cause to
believe, if you so desire.

Should you have any questions regarding this matter, please
call William E. Taylor, the attorney assigned to this case at
(202) 523-4529.

Sincerely,



FEDERAL ELECTION COMMISSION

NOTIFICATION OF REASON TO BELIEVE FINDING

DATE__________ MUR. NO. 3.180
STAFF MEMBER(S) & TEL. NO.

Taylor
RESPONDENT Franklin Mint

202-523-4529

SOURCE OF MUR: I N TER NA L LY GE NE RA TE D

BACKGROUND

This matter was referred to the Office of General Counsel by
the Audit Division and is based on an audit of the Republican
National Committee ("RNC") covering the period of January 1, 1976
through March 31, 1979.

On September 8, 1976, the R.N.C. deposited in its operating
account a check for $20,000 from the Franklin Mint Corporation,
and in July of 1979 deposited in its operating account another check
for $8,705.00 both from the Franklin Mint Corporation 1/. When the
Audit staff inquired about the first check, the committee explained
that it was a royalty payment resulting from an agreement entered
in-to during August of 1976 with the Franklin Mint Corporation ("the
Corporation") for the use of the Republican party's campaign symbol:
The R.N.C. provided the Audit staff with a copy of the agreement,
which contains the following terms:

a) The Corporation would offer for sale gold and silver
medals in four different forms, all of which would
bear a reproducti 'on of the Republican Presidential
and Vice-Presidential candidates on the obverse and
the party's campaign symbol on the reverse.

b) The Corporation would offer the medals for sale to the
general public and to its established collectors
commencing in September of 1976 by means of direct
mail and publication advertising with a closing date
for acceptance of orders of November 2, 1976.

I/ The second check was received after the audit had been conducted.
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c) The Corporation would spend an aggregate of $100,000
for publication advertising of the Republican and
Democratic Presidential campaign medals. Any increase
in this advertising budget would be subject to the
Committee's approval. *

d) The R.N.C. would agree to designate the medals as the
official Presidential Campaign Medals of the Republican
National Committee and would authorize the Corporation
to make reference to this designation in its advertising
materials.

e) In consideration of the R.N.C.'s agreement, the corporation
would.

1) Pay the R.N.C. royalty of 15% of the net sales of
the Campaign Medals with a minimum guaranteed royalty
of $30,000.

2) Provide to the R.N.C. at no charge a quantity of
medals with a retail value of $5,000. 2/

f) The R.N.C. would grant the corporation the exclusive right
to mint and/or sell the Official 1976 Presidential Campaign
Medals of the Republican National Committee, and would
further provide for certifications to the media concerning
the corporation's advertising of the medals as required
under applicable Federal law.

g) The R.N.C. agreed to the Corporation's proposal but

reserved the right to have prior approval of the design.

FACTUAL BASIS AND LEGAL ANALYSIS

Franklin Mint Royalty Paymnent

The Franklin Mint Corporation is a corporation duly organized
under the laws of the state of Delaware. See Franklin Mint
Corproation v. Franklin Mint, Ltd., 360 F. Supp. 478 (1973). Thus,
the campaign medals transaction raises the specific issue of the
applicability of 2 U.S.C. § 441b(a), which provides that:

It is unlawful for any . . . corporation whatever"
to make a contribution or expenditure- in connection
with any election to . . . [Federal] office.

2/ The R.N.C. was uncertain whether the $5,000 worth of medals
had ever been received, and the audit staff found no indication
in the R.N.C.'s records that the medals were received.



The term "contribution or expenditure" is defined in
2 U.S.C. S 441b to include:

* . . any direct or indirect payment distribution, loan,
advance, or gift of money or any services or anything
of value . . . to any candidate, campaign committee, or
political party or organization, in connection with any
election to . . . [Federal office]...

Section 441b(b)(2) contains a narrow exception for loans made
by national of State banks in accordance with banking laws and in
the normal course of business. There is no other explicit statutory
exception from S 441b(a) that would permit a political party organi-
zation to view payments from a corporation or national bank as
consideration for services rendered rather than as prohibited contri-
but ions.

The Commission in its regulations has recognized that funds of
a political committee could be invested and earn income. See 11
C.F.R. S 103.3(a). Similarly, the Commission has permitted the sale
or lease of a committee's contributor list (AO 1979-18) and the sale
of excess equipment and supplies acquired in the course of the campaign

S (AO 1979-24), provided that corporate purchaser or lessees pay the
usual and normal charge for the goods or services provided by the

~' committee. See also 11 C.F.R. § l00.7(a)(l)(iii)(A) and (B) (1980
regulations).

The present transaction, however, is similar in many respects
to the proposed "credit card program" previously considered by the
Commission in Advisory Opinion 1979-17. In that opinion request,
the Commission considered several alternative plans under which the
Republican National Committee would provide the prestige of its name,
the loyalty of its members, the endorsement of its leadership and the
use of its membership lists to several banks issuing credit cards
such as a VISA card. As a result, the issuing banks would be able
to expand their card holder base. In exchange, the banks would
provide the RNC with either (a) the exclusive use of the monthly
statement as a vehicle for mailing RNC educational/promotional
materials to RNC credit card holders, (b) a one-time payment
for each RNC card issued or account activited as a result of the
solicitation, or (c) a negotiated fee on a monthly basis representing
a percentage of either total card holder sales or the finance charge
balance on RNC credit card accounts. The opinion request described
the transaction as a "bargain struck at arms length by the parties",
with benefits and consideration flowing back and forth between the
parties much the same as in any commercial relationship. However,
the Commission determined that the RN4C proposal. did not present the
possibility of characterizing the amounts received by the RNC and
the services rendered by the banks in violation of 2 U.S.C. S 441b.
Fundamental to the Commission's conclusion that the plan would result
in a violation of the Act was its recognition of the distinction
between income that a political committee might produce using
tangible assets anid, "the use of a political. organization's good will
and the reputation of its national leadership to promote a commercial
enterprise in exchange for a share of the income realized or anticipated
by the commercial enterprise." AO 1979-17, pg. 5-6.
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In the present transaction, the R.N.C. granted the Corporation
the exclusive rigjht to mint and market commemorative medals bering
the likeness of the candidates as the R.N.C.'s campaign symbol
and authorized the corporation to make reference to the Committee's
designation of the medals as the "Official Presidential Campaign
medals of the Republican National Committee" in advertising materials.
In so doing, the R.N.C., in essence, sold its good will and the
reputation of its national leadership to the corporation in exchange
for a share of the income realized or anticipated. As such, the
payments made by the Corporation, in the "credit card program,"
supra, cannot be viewed simply as bargained for consideration but
rather constitute contributions in violation of § 441b of the Act.

Alternatively, the present transaction may be analyzed in light
of the Commission approach in Advisory Opinion 1976-50. In that
opinion, a corporation was authorized to produce and market a
shirt bearing a candidate's name. The corporation would pay all
expenses to produce and sell the shirts and would remit $1 of the
$7.98 purchase price as a political contribution by the purchaser
to the candidate's campaign. The Commission concluded that the
proposed commercial arrangement was prohibited by 2 U.S.C. § 441b
in that the corporation was advancing funds to produce and market
campaign materials with a portion of the proceeds paid over to the
candidate. In the present transaction, the Corporation produced
the medals.-spent $100,000 on advertising the Republican National
committee and Democratic National Committee medals, and utilized
their list of established collectors, thereby advancing funds and
contributing valuable services to the Committee in violation of
§ 441b of the Act.

(7% Finally, it should be noted that the narrow exception
recognized by the Commission in Advisory Opinion 1978-46 is
inapplicable to the present transaction. In that opinion, the
Commission, after analyzing the question of whether amounts paid
by corporate advertisers in convention programs and publications
of a political party could be treated as commercial transaction,
rather than political contributions, the Commission held that such
proceeds were contributions and prohibited under 2 U.S.C. §441b,
although they could be placed in a separate bank account of a non-
federal political party committee for use only in state and and local
elections if permitted by state law. Here, the Committee deposited
the two checks received from the Corporation into its operating
account, which the Committee used for federal campaign purposes.

Based on the foregoing analysis, the Federal Election Commission
has found reason to believe that the Franklin M~int violated 2 U.S.C.
§ 441b(a) for making a corpoate contribution to the R.N.C.



FEDERAL ELECTION COMMISSION
WI P YP WASHINGTON, D.C. 20463

CERTIFIED MAIL
RETURN REE IPT REQUESTED

Mr. Bill Brock
Republican National Committee
310 First Street, S.E.
Washington, D.C. 20003

Re: MEJR 1180

Dear Mr. Brock:

Based on information ascertained in the normal course
of carrying out its supervisory responsibilities, the Federal
Election Commission, on December 2, 1980, found reason to
believe that the Republican National Committee violated
2 U.S.C. SS 441b(a), 434(b)(2), and 4334(b)(3). A report on
the Commission's finding is attached for your information.

In the absence of any additional information which demon-
strates that no further action should be taken against your

* committee, the Commission may find probable cause to believe
that a violation has occurred and proceed with formal concilia-
tion. Please submit any factual or legal material that you
believe to be relevant within ten (10) days. Of course, this
does not preclude the settlement of this matter through infor-
mal conciliation prior to a finding of probable cause to
believe, if you so desire.

Should you have any questions regarding this matter, please
call William E. Taylor, the attorney assigned to this case at
(202) 523-4529.

Sincerely,



FEDERAL ELECTION COMMISSION

NOTIFICATION OF REASON TO BELIEVE FINDING

DATE ___ __MUR NO. 1180

STAFF MEMBER(S) AND TEL. NO.

RESPONDENT Republican National __Taylor________

-it___t _____e (202) 523-4529

SOURCE OF MUR: I N T E R N A L L Y G E N E R A T E D

BACKGROUND

This matter was referred to the Office of General Counsel
by the Audit Division and is based on an audit of the Republican
National Committee ("R.N.C.") covering the period of January 1,
1976, through March 31, 1979.

On September 8, 1976, the R.N.C. deposited in its operating
account a check for $20,000 from the Franklin Mint Corporation
(See attachment I), and in July of 1979, deposited in its operat-
ing account another check for $8,705.00 both from the Franklin
Mint Corporation 1/. When the Audit staff inquired about the first
check, the Committee explained that it was a royalty payment result-
ing from an agreement entered into during August of 1976, with the
Franklin Mint Corporation ("the Corporation') for the use of the
Republican party's campaign symbol. The R.N.C. provided the Audit

staff with a copy of the agreement, which contains the following
terms :

_r a) The Corporation would offer for sale gold and
silver medals in four different forms,, all of

r- which would bear a reproduction of the Republican
Presidential and Vice-Presidential candidates on
the obverse and the party's campaign symbol on
the reverse.

b) The Corporation would offer the medals for sale to
the general public and to its established collectors
commencing in September of 1976 by means of direct
mail. and publication advertising with a closing date
for acceptance of orders of November 2, 1976.

1/ The second check was received after the audit had been conducted.
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c) The Corporation would spend an aggregate of $100,000
for publication advertising of the Republican and
Democratic Presidential campaign medals. Any increase
in this advertising budget would be subject to the
Committee's approval.-

d) The R.N.C. would agree to designate the medals as the
official Presidential Campaign Medals of the Republican
National Committee and would authorize the Corporation
to make reference to this designation in its advertising
materials.

e) In consideration of the R.N.C.'s agreement, the Corporation
would:

1) Pay the R.N.C. royalty of 15% of the net sales of
the Campaign Medals with a minimum guaranteed royalty
of $30,000.

2) Provide to the R.N.C. at no charge a quantity of
medals with a retail value of $5,000. 2/

f) The R.N.C. would grant the Corporation the exclusive right
to mint and/or sell the Official 1976 Presidential Campaign
Medals of the Republican National Committee, and would
further provide for certifications to the media concerning
the Corporation's advertising of the Medals as required
under applicable Federal law.

g) The R.N.C. agreed to the Corporation's proposal but
_reserved the right to have prior approval of the design.

77T On June 22, 1976, and on October 23, 1977, the Committee
deposited in its operating account two checks in the amounts of

(' $1,050.25 and $2,145.50 received from Acropolis Books, Ltd.
(Acropolis). The R.N.C. reported the checks as refund/rebates'
and not as contributions. When the audit staff inquired about

.- the checks, the R.N.C. explained that it was a royalty payment
resulting from an agreement entered into onAugust 25, 1975 for
the sale of a book called REPUBLICAN HUMOR BOOK.

The R.N.C. provided the audit staff with a copy of the agree-
ment that contains the following pertinent terms:

h) The Publisher [Acropolis] agrees that the retail price
of this work will be Four Dollars and Ninety-Five cents
($4.95) and royalties will be paid to the Authors.

2/ The R.N.C. was uncertain whether the $5,000 worth of medals
had ever been received, and the audit staff found no indication
in the R.N.C.'s records that the medals were received.

4 .'
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[Mr. Shabik and Mr. Short] and the Committee [R.N.C.]
on the following schedules:

A. On the sales through the Republican National
Committee, a royalty upon all copies of the
Work sold and paid for in the exclusive
territory in Paragraph 1:

(iii) Two Dollars and Twenty-five cents
($2.25) per book to the Committee, as long
as Stephen J. Shubik [author] shall receive
thirty (30) cents per book, thereafter Two
Dollars and fifty-five Cents ($2.55) per
book to the Committee;

B. On sale through the normal book trade distri-
bution channels a royalty upon all copies of
the Work sold and paid for in exclusive
territory specified in Paragraph 1:

(iii) One Dollar ($1.00) to the Committee
[R.N.C.] and One Dollar and Ten cents ($1.10)
after Stephen J. Shubik [author] has recovered
his expense.

From January of 1976 through March of 1979, the R.N.C. depos-

"'qited into its operating account funds in the amount of $24,206.48 it

received from sixty-six corporations and one labor organization.

"These funds were received in exchange for goods and services, such

.,,as books, seminars, and computer services sold by the R.N.C. to
the corporation and the labor union. The R.N.C. contends that these

r-receipts are not contributions, but reimbursements for the production
costs of the goods and services it provided; however, the R.N.C.

^f'ailed to produce any records to establish the production costs of

these goods and services.

For the 1976 Congressional election, the R.N.C. set up approx-
imately 800 telephone banks (phone banks) throughout the country

for the purpose of identifying voters who would vote for certain

selected Republican candidates. In October of 1977, the R.N.C. filed

an amended report listing the amount it expended on each of the

candidates it selected for help. This report showed that the R.N.C.
made $14,890.00 worth of expenditures on behalf of Mr. David Serotkin,
a candidate for congress in the 12th District of Michigan.

FACTUAL BASIS AND LEGAL ANALYSIS

I. Franklin Mint Royalty Payment

The Franklin Mint Corporation is a corporation duly organized

under the laws of the state of Delaware. See Franklin Mint Corpor-
ation v. Franklin Mint, Ltd., 360 F. Supp. 478 (1973). Thus, the



- 4 -

campaign medals transaction raises the specific issue of the appli-
cability of 2 U.S.C. S 44lb(a), which provides that:

It is unlawful for any . . . corporation whatever.
to make a contribution or expenditure in connection with
any election to . . . [Federal] office.

The term "contribution or expenditure" is defined in 2 U.S.C.
§ 441b to include:

; . . any direct or indirect payment distribution, loan,
advance, or gift of money or any services or anything
of value . . . to any candidate, campaign committee, or
political party or organization, in connection with any
election to . . . [Federal office] . . .

Section 441b(b)(2) contains a narrow exception for loans made
by national or state banks in accordance with banking laws and in
exception from § 441b(a) that would permit a political party organi-
zation to view payments from a corporation or national bank as
consideration for services rendered rather than as prohibited con-
tributions.

The Commission, in its regulations, has recognized that funds of
a political committee could be invested and earn income. See 11

-' C.F.R. § 103.3(a). Similarly, the Commission has permitted the sale
or lease of a committee's contributor list (AO 1979-18) and the sale
of excess equipment and supplies acquired in the course of the cam-
paign (AO 1979-24), provided that corporate purchaser or lessees pay
the committee. See also 11 C.F.R. § 100.7(a)(1)(iii)(A) and (B)
(1980 regulations).

The present transaction, however, is similar in many respects
to the proposed "credit card program" previously considered by the
Commission in Advisory Opinion 1979-17. In that opinion request,
the Commission considered several alternative plans under which the
Republican National Committee would provide the prestige of its name,
the loyalty of its members, the endorsement of its leadership and the
use of its membership lists to several banks issuing credit cards
such as a VISA card. As a result, the issuing banks would be able
to expend their card holder base. In exchange, the banks would
provide the RNC with either (a) the exclusive use of the monthly
statement as a vehicle for mailing RNC educational/promotional
materials to RNC credit card holders, (b) a one-time payment for
each RNC card issued or account activated as a result of the soli-
citation, or (c) a negotiated fee on a monthly basis representing
a precentage of either total card holder sales or the finance charge
balance of RNC credit card accounts. The opinion request described
the transaction as a "bargain struck at arms length by the parties",
with benefits and consideration flowing back and forth between the
parties much the same as in any commercial relationship. However,
the Commission determined that the RNC proposal did not present the
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possibility of characterizing the amounts receivpd by the RNC and the
services rendered by the banks as bargained for consideration rather
than contributions from the banks in violation of 2 u.s.c. S 441b.
Fundamental to the Commission's conclusion that the plan would
result in a violation of the Act was its recognition of the distinc-
tion between income that a political committee might produce using
tangible assets and, "the use of a political organization's good
will and the reputation of its national leadership to promote a
commercial enterprise in exchange for a share of the income realized
or anticipated by the commercial enterprise." AO 1979-17, pg. 5-6.

In the present transaction, the R.N.C. granted the Corporation
the exclusive right to mint and market commemorative medals bearing
the likeness of the candidates as the R.N.C.'s campaign symbol and
authorized the corporation to make reference to the R.N.C.'s desig-
nation of the medals as the "Official Presidential Campaign Medals
of the Republican National Committee" in advertising materials. In
so doing, the R.N.C., in essence, sold its good will and the repu-
tation of its national leadership to the corporation in exchange
for a share of the income realized or anticipated. As such, the

S payments made by the Corporation, as in the "credit card program,"
sujpra, cannot be viewed simply as bargained for consideration but

S rather constitute contributions in violation of § 441b of the Act.

Alternatively, the present transaction may be analyzed in light
of the Commission' s approach in Advisory Opinon 1976-50. In that
opinion, a corporation was authorized to produce and market a shirt
bearing a candidate's name. The corporation would pay all expenses
to produce and sell the shirts and would remit $1 of the $7.98 pur-
chase price as a political contribution by the purchaser to the can-
didate's campaign. The Commission concluded that the proposed com-
mercial arrangement was prohibited by 2 U.S.C. § 441b in that the
corporation was advancing funds to produce and market campaign mater-
ials with a portion of the proceeds paid over to the candidate.
In the present transaction, the Corporation produced the medals,
spent $100,000 on advertising the Republican National Committee and

S Democratic National Committee medals, and utilized their list of
established collectorg, thereby advancing funds and contributing
valuable services to the Committee in violation of § 441b of the
Act.

Finally, it should be noted that the narrow exception recog-
nized by the Commission in Advisory Opinion 1978-46 is inapplica-
ble to the present transaction. In that opinion, the Commission,
after analyzOing the question of whether amounts paid by corporate
advertisers in convention programs and publications of a political
party could be treated as commercial transaction, rather than
political contributions, the Commission held that such proceeds
were contributions and prohibited under 2 U.S.C. §441b, although
they could be placed in a separate bank account of a non-federal
political party committee for use only in state and local elections
if permitted by state law. Here, the Committee deposited the two
checks received from the Corporation into its operating account,
which the Committee used for federal campaign purposes.
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II. The Acropolis Books Ltd., Royalty Payment

The RNC listed on its reports two checks in the amount of
$1,050.25 and $2,145.50 received from Acropolis Books Ltd.,
(Acropolis), a corporation. These checks were received as part of
an agreement entered into between the RNC and Acropolis on August
25, 1975, whereby the RNC would receive a royalty payment for
each copy sold of THE REPUBLICAN HUMOR BOOK. In section I of this
report, we analyzed that Franklin Mints royalty payments were a
corporate contribution; that analysis fits the situation here.

III. Sale of Goods and Services

From January of 1976 through March of 1979, the R.N.C. deposited
into its operating account funds in the amount of $24,206.48 it
received from some sixty-six corporations and one labor organiza-
tion. These funds were received in exchange for goods and services,
such as books, seminars, and computer services sold by the R.N.C.
to the corporatons and the labor union. It is the RNC's conten-
tion that these receints are not contributions, but reimbursements
for the production costs of goods and services it provided.

These corporate and labor union receipts raise the specific
issue of the applicability of 2 U.S.C. § 441b(a) which provides
that:

It is unlawful for any . . corporation whatever
to make a contriburion or expenditure in

connection with an, election to . . [Federal]
off ice.

The term "contribution or expenditure" is defined in 2 U.S.C.
§ 441b to include:

any direct or indirect payment distribution,
loan, advance, or gift of money or any services
or any thing of value. . . to any candidate,
campaign committee, or political party or organ-
ization, in connection with any election to
[Federal office] . . .

It appears that the above payments to the R.N.C., even if to
defray the expenses incurred by the R.N.C., are contributions to
R.N.C. under the Act. The Commission has previously stated that the
mere fact a person receLves something of value in return does not
in and o' itself render a payment made to a political committee a
commrercLal sale rather than a political contribution. Moreover,
even if the primary purpose of the RNC in selling the goods and
services in question is cost recovery or loss reduction, the amount
of the payment by the purchaser still results in a contribution
to the RNC, since the RNC is receiving funds that will be
available for its politLcal purpose. (See AO's 1979-76, 1979-17,
1978-46, 1975-15.)



In addition to R.N.C. 's receipt of prohibited contributions

from the corporations and the labor union, the R.N.C. failed to

list the receipt of the funds in question as contributions on its

reports pursuant to 2 U.S.C. S 434(b)(3).

Based on the foregoing analysis, the Federal Election Commission

has found:

1. reason to believe that R.N.C. violated 2 U.S.C. § 441b(a)

for accepting a corporate contribution from the Franklin

Mint,

2. reason to believe that R.N.C. violated 2 U.S.C. § 441b(a)
for accepting a corporate contribution from Acropolis Books

Ltd.,

3. reason to believe that the R.N.C. violated 2 U.S.C. 5 441b(a)
for accepting corporate contributions from sixty-six corpor-

ations and one labor union,

-4. reason to believe that the R.N.C. violated 2 U.S.C. § 434(b)(2)
and 2 U.S.C. § 434(b)( ) for failing to list the receipt of

, the contributions in question on its reports, and

5. reason to believe that R.N.C. violated 2 U.S.C. § 441a(d)

by making an excessive expenditure on behalf of Serotkin for

Congress Committee.



FEDERAL ELECTION COMMISSION
WASHINGTON, DC. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Ken Kendrick, Jr.
Datatel Inc.
3700 Mount Vernon Avenue
Alexandria, Virginia

Re: MUR 1180

Dear Mr. Kendrick:

Based on information ascertained in the normal course
of carrying out its supervisory responsibilities, the Federal

Election Commission, on December 2, 1980, found reason to
N, believe that the Datatel, Inc. violated 2 U.S.C. S 441b(a).

A report on the Commission's finding is attached for your
information.

In the absence of any additional information which demon-
strates that no further action should be taken against your
committee, the Commission may find probable cause to believe
that a violation has occurred and proceed with formal concilia-
tion. Please submit any factual or legal material that you
believe to be relevant within ten (10) days. Of course, this
does not preclude the settlement of this matter through infor-
mal conciliation prior to a finding of probable cause to
believe, if you so desire.

Should you have any questions regarding this matter, please
call William E. Taylor, the attorney assigned to this case at
(202) 523-4529.

Sincerely,
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FEDERAL ELECTION COMMISSION

NOTIFICATION OF REASON TO BELIEVE FINDING

DATE MUR NO. 1180

RESPONDENT Datatel Inc. STAFF MEMBER(S) & TEL. NO.

Taylor

(202) 523-4529

SOURCE OF MUR: I N T E R N A L L Y G E N E R A T E D

BACKGROUND

The records of the Republican National Committee (R.N.C.)
show that the R.N.C. received funds from Datatel Inc. (Datatel)
in the amount of $6,521.50 for the sale of computer time by the
R.N.C. to Datatel.

FACTUAL BASIS AND LEGAL ANALYSIS

It is unlawful for any . . corporation whatever
* * . to make a contribution or expenditure in
connection with any election to . . . [Federal]
office. 2 U.S.C. S 441b(a).

The term "contribution or expenditure" is defined in 2 U.S.C.
§ 441b to include:

any direct or indirect payment, distribution,
loan, advance, or gift of money or any services
or anything of value . . . to any candidate,
campaign committee, or political party or organiza-
tion, in connection with any election to [Federal
office] . . .

The funds received by the R.N.C. from Datatel are contribu-
tions made by Datatel to the R.N.C. even if the contributors received
something of value. See Commission Advisory Opinions ("AO") 1979-76,
1979-17, 1978-46 and 1975-15. It should be added that the evidence
indicates that the corporation did not realize they were making a
contribution in contravention of 2 U.S.C. § 441b, but believed they
were involved in an arm's length business transaction. Moreover,
if the R.N.C. had deposited the funds received in these transactions
in bank accounts opened and used only for activities not within the
jurisdiction of the Act, there would be no prohibited contributions
under 2 U.S.C. § 441b. See AO 1979-17, pg. 7.
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Based on the foregoing analysis, the Federal Election Com-
mission has found reason to believe that Datatel Inc. violated
2 U.S.C. S 441b.



( FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463rIsr

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Robert O'Dell, President
National Direct Mail Services Inc.
4733 Bethesda Avenue
Bethesda, Maryland 20014

Re: MUR 1180

Dear Mr. O'Dell:

Based on information ascertained in the normal course
of carrying out its supervisory responsibilities, the Federal

N. Election Commission, on December 2, 1980, found reason to
believe that the National Direct Mail Services Inc. violated
2 U.S.C. S 441b(a). A report on the Commission's finding is
attached for your information.

In the absence of any additional information which demon-
strates that no further action should be taken against your
committee, the Commission may find probable cause to believe

_ that a violation has occurred and proceed with formal concilia-
tion. Please submit any factual or legal material that you
believe to be relevant within ten (10) days. of course, this
does not preclude the settlement of this matter through infor-
mal conciliation prior to a finding of probable cause to
believe, if you so desire.

Should you have any questions regarding this matter, please
call William E. Taylor, the attorney assigned to this case at
(202) 523-4529.

Sincerely,



FEDERAL ELECTION COMMISSION

NOTIFICATION OF REASON TO BELIEVE FINDING

DATE •_MUR NO. 1180

RESPONDENT National Direct Mail STAFF MEMBER(S) & TEL. NO.
Services Inc.

Taylor

(202) 523-4529

SOURCE OF MUR: I N T E R N A L L Y G E N E R A T E D

BACKGROUND

The records of the Republican National Committee (R.N.C.)
show that the R.N.C. received funds from National Direct Mail
Services Inc. (National) in the amount of $680.00 for envelopes
the R.N.C. sold to National.

FACTUAL BASIS AND LEGAL ANALYSIS

It is unlawful for any . . . corporation whatever
* . . to make a contribution or expenditure in
connection with any election to . . . [Federal]
office. 2 U.S.C. § 441b(a).

The term "contribution or expenditure" is defined in 2 U.S.C.
§ 441b to include:

any direct or indirect payment, distribution,
loan, advance, or gift of money or any services
or anything of value . . . to any candidate,
campaign committee, or political party or organiza-
tion, in connection with any election to [Federal
office] . . .

The funds received by the R.N.C. from National are contribu-
tions made by National to the R.N.C. even if the contributors received
something of value. See Commission Advisory Opinions ("AO") 1979-76,
1979-17, 1978-46 and 1975-15. It should, be added that the evidence
indicates that the corporation did not realize they were making
a contribution in contravention of 2 U.S.C. § 441b, but believed
they were involved in an arm's length business transaction. Moreover,
if the R.N.C. had deposited the funds received in these transactions
in bank accounts opened and used only for activities not within the
jurisdiction of the Act, there would be no prohibited contributions
under 2 U.S.C. § 441b. See AO 1979-17, pg. 7.
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Based on the foregoing analysis, the Federal Election Com-
mission has found reason to believe that National Direct Mail

Services Inc. violated 2 U.S.C." S 441b.



BEFORE THE FEDERAL ELEMCN ICOtISSION

In the Matter of )

Republican National Committee, ) 1180
et al.

CERTIFICATION

I, Marjorie W. Emmns, Recording Secretary for the Federal Election

Ccmnission's Executive Session on Decenber 2, 1980, do hereby certify that

the Commission took the following actions in MUR 1180:

1. Decided by votes of 4-2 to -

a) Find reason to believe that the R.N.C. violated 2 U.S.C.
§441b(a) for accepting a corporate contribution fran the
Franklin Mint.

- b) Find reason to believe that the Franklin Mint violated
2 U.S.C. §441b(a) for making a corporate contribution to
the R.N.C.

c) Find reason to believe that the R.N.C. violated 2 U.S.C.
§441b(a) for accepting a corporate contribution from
Acropolis Books Ltd.

d) Find that the Acropolis Books Ltd. violated 2 U.S.C.
§441b(a) for making a corporate contribution to the R.N.C.

e) Find reason to believe that the R.N.C. violated 2 U.S.C.
§44Tb(a) for accepting corporate contributions fram 66
corporations and one labor union.

f) Find reason to believe that the R.N.C. violated 2 U.S.C.
§434(b) (2) and 2 U.S.C. §434(b)(3) for failing to list the
receipt of the contributions in question on its reports.

g) Find reason to believe that the Cities Services Inc.,
Detalel Inc., Envelopes Unlimited Inc., National Direct Mail
Service inc., Bailey Deurdouff Assoc. Inc., and American
Medical Laboratories Inc., violated 2 U.S.C. §441b(a) for
making a corporate contribution.

Comrissioners Harris, McGarry, Reiche, and Tiernan voted affirmatively for

the above decisions; Conrissioners Aikens and Friedersdorf dissented.



Certification for MUR 1180 Page 2
e2, 1980

2. Failed by a vote of 2-4 to pass a motion to find
reason to believe that the Serotkin for Congress
Committee violated 2 U.S.C. S441a(f) for accepting
an excessive contribution.

Conmissioners Harris and Reiche voted affirmatively
for the motion. Ccmnissioners Aikens, Friedersdorf,
McGarry, and Tiernan dissented.

3. Decided by a vote of 4-1 to find reason to believe
that the R.N.C. has violated 2 U.S.C. §44la(d) by
making an excessive expenditure on behalf of the
Serotkin for Congress Ccztvittee.

Cormmissioners Harris, McGarry, Reiche, and Tiernan
voted affirmatively for the decision; Ccmissioner
Friedersdorf dissented; Ccmmissioner Aikens abstained

N" on the vote.

4. Decided by a vote of 6-0 to send appropriate letters to
the respondents consistent with the above findings.

Attest:

Date <, Marjorie W. Emwons
Secretary to the Cammission



FEDERAL ELECTION COMMISSION
WASHINGTON, DC 20463

MEMORANDUM TO:

FROM:

DATE:

SUBJECT:

CHARLES STEELE

MARJORIE W. EMMONS/MARGARET CHANEY

OFFICE OF THE SECRETARY TO THE COMMISSION ..,A-

NOVEMBER 20, 1980

ADDITIONAL OBJECTIONS - MUR 1180 - First

General Counsel's Report dated 11-17-80

You were notified previously of an objection by

Commissioner Harris and later an objection by Commissioner Tiernan.

Commissioners Aikens, Friedersdorf, and Reiche have also

submitted objections to MUR 1180.

This matter will be discussed in executive session

on Tuesday, December 2, 1980.

A copy of Commissioner Reiche's vote sheet is attached

for your information.

ATTACHMENT:
Copy of Vote Sheet



43 H1U , TALLY SHEET

FEDERAL ELECTI P41 MISSION

1325 K STREET NW
WASHINGTON, D.C. 20463

Date and Time Transmitted: TUESDAY, 11-18-80
11:00

Commissioner F.RIEDERSDORF, AIKE.NS, TIERNAN, MdCGARRY, REICX, PAPRIS

RETURN TO OFFICE OF COMMISSION SECRETARY BY: THURSDAY, NOVEMBER 20, 1980
ii: 00

MUR No. 1180 - First General Counsel's Report dated 11-17-80

( ) I.~~,rove the recommendation

I object to the recommendation

A DEFINITE VOTF IS P-7QUIRED AND AJ,7 ShIFET! SIGhED AND DATED.
PLEASL- RETURN! ONLY TMI VOTE 3-"- TS T TPF OFFICE OF THE
COVMMI3SION SECRETAPY NO LAT'R THAN TFF DATE AVD TTl,,E SHOWNR
ABOV2.



FEDERAL ELECTION COMMISSION
WASHINGTON, DC, 2046:

MEMORANDUM TO:

FROM:

DATE:

SUBJECT:

CHARLES STEELE

MARJORIE W. EMMONS/MARGARET CHANEY''--
OFFICE OF THE SECRETARY TO THE COMMISSION

NOVEMBER 19, 1980

ADDITIONAL OBJECTION TO MUR 1180, First General
Counsel's Report dated 11-17-80

You were notified previously of an objection by

Commissioner Harris to the above-named document.

Commissioner Tiernan submitted his objection at 2:46,

November 19, 1980.

This matter will be discussed in executive session

on Tuesday, December 2, 1980.U,

p



FEDERAL. ELECTION COMMISSION

H125 K SIR11 I NW.
, WASHIN(ION,I)(. 20461

MEMORANDUM TO: CHARLES STEELE Li

FROM- MAPRJORIE W. EMMONS/MARGARET CHANEY

DATE: NOVEMBER 19, 1980

SUBJECT: MUR 1180 - First General Counsel's Report
dated 11-17-80; Received in OCS 11-17-80,
4:10

The above-named docunent was circulated on a 48

hour vote basis at 11:00, November 18, 1980.

Commissioner Harris submitted an objection at 12:23,

November 19, 1980.

This matter will be placed on the Executive Session

I Agenda for Tuesday, December 2, 1980.

v v



November 17, 1980

MERAANDUM TO: Marjorie W. Emmons

FROM: Elissa T. Garr

SUBJECT: MUR 1180

Please have the attached First GC Report distributed

to the Commission on a 48 hour tally basis. Thank you.

-p..



FEDERAL ELECTION COMISSION
1325 K Street, N.W.

Washington, D.C. 20463

FIRST GENERAL COUNSEL'S REPORT

DATE AND TIME OF TRANSMITTAL
BY OGC TO THE COMMISSION

SOURCE OF MUR:

lii7 --AV

I N ' E R N A L L Y

89IV,,I q,.I 09

MUR IIU
STAFF NEMbER(S)

Taylor

G L N E R A T E D

RESPONDENT'S NAME:

RELEVANT STATUTE:

INTERNAL REPORTS CHECKED:

FEDERAL AGENCIES CHECKELb:

Republican National Conmittee, Franklin Mint
Corporation, Acropolis books Ltd., Cities
Services Co., Datatel Inc., Envelopes Unlimited
Inc., National Direct Mail Service Inc., Bailey
Deurdouff Assoc. Inc., American Medical
Laboratories Inc.

2 U.S.C. § 441b, 2 U.S.C. 441a(d)

Audit papers, Audit reports

None

STATEMENT OF FACTS

This matter was referred to the Office of General Counsel by
the Audit Division and is based on ani audit of tile Republican
National Committee ("RNC") covering tile period of January 1, 1976
through March 31, 1979.

On September 8, 1976, the R.N.C. depositeu in its operating
account a check for $20,UOU from the Franklin Mint Corporation
(See attachment I), and in july of 1979 oeposited in its operating
account another check for 8,705.60 both from the Franklin Mint
Corporation l/. When the Audit staff inquired about the first
check, the committee explained that it was a royalty payment
resulting from an agreement entered into during August of 1976
with the Franklin Mint Corporation ("the Corporation") for the use
of the Republican party's campaign symbol: The R.iN.C. provided tle
Audit staff with a copy of the agreement, (See attachment II), which
contains the following terms:

1/ The second check was received after thie auuit iiad been conducted.
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a) The Corporation would offer for sale gold and
silver medals in four different forms, all of
which would bear a reproduction of the Republican
Presidential and Vice-Presidential candidates on
the obverse and the party's campaign symbol on
the reverse.

b) The Corporation would offer the medals for sale to
the general public and to its established collectors
commencing in September of 1976 by means of direct
mail and publication advertising with a closing date
tor acceptance of orders of November 2, 1976.

c) The Corporation would spend an aggregate of $100,000
for publication advertising of the Republican and
Democratic Presidential campaign medals. 2/ Any
increase in this advertising budget would be subject
to the Committee's approval.

d) The R.N.C. would agree to designate the medals as the
official Presidential Campaign Medals of the Republican
National Committee and would authorize the Corporation
to make reference to this designation in its advertising
materials.

e) In consideration of the R.N.C. 's agreer~ient, the corporation
would:

i) Pay the R.N.C. royalty of 15% of the net sales of
the Campaign Medals with a minimum guaranteed royalty
of $30,060.

2) Provide to the R.N.C. at no charge a quantity of
medals with a retail value of $5,000. 3/

f) The R.N.C. would grant the corporation tne exclusive right
to mint and/or sell the Official 1976 Presidential Campaign
fiedals of the Republican National Committee, and would
further provide for certifications to the media concerning
tile corporation's advertising of the medals as required
under applicable Federal law.

2/ On approxilately the same date, the corporation entered into
an identical agreement with the bemocratic National Committee.

3/ The R.N.C. was uncertain whether the $5),000 worth of medals
had ever been receivea, and the auuit staff found no indication
in the R.ij.C. 's recorus th~at the m.edals were r-eceived.
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g) The R.N.C. agreed to the Corporation's proposal but
reserved the right to have prior approval of the design.

On dune 22, 1976 and on October 23, 1977, the committee
deposited in its operating account two checks in the amounts of
41,050.25 and $2,145.50 received from Acropolis Books, Ltd.
(Acropolis). The R.N.C. reported the checks as "refund/rebates"
and not as a contribution. When the audit staff inquired about
the checks; the R.N.C. explained that it was a royalty payment
resulting from an agreement entered into on August 25, 1975 for
the sale of a book called REPUBLICAN HUMOR BOOK.

The R.N.C. provided the audit staff with a copy of the agree-
ment (see attachment III), that contains the following pertinent
terms:

g) The Publisher [Acropolis] agrees that the retail price
of this work will be Four Dollars and Ninety-Five cents
($4.95) and royalties will be paio to the Authors
[Mr. Shabik and Mr. Short] and the Committee [R.N.C.]

co9 on the following schedules:

A. On the sales through the Republican National
Committee, a royalty upon all copies of the
Work sold and paid for in the exclusive
territory in Paragraph 1:

(iii) Two Dollars and Twenty-five cents
(42.25) per book to the committee, as long
as Stephen J. Shubik jauthor] shall receive
thirty (30) cents per book, thereafter Two
Dollars and Fifty-five Cents ( 2.55) per
book to the committee;

B. on sale through the normal book trade aistri-
bution channels a royalty upon all copies of
the Work sold and paid for in exclusive
territory specified in Paragraph 1: . . •

(iii) One Dollar ( i.UU) to the corLittee
[R.N.C.] and One Dollar and Ten Cents ($1.10)
after Stephen J. Shubik [author] has recovered
his expense.

From January of 1976 through tiarch oi 1979, the R.L4.C. deposited
into its operating account funds in the amount of $24,206.48 it
received from sixty-six corporations and one labor organization.
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These funds were received in exchange for goods and services,
such as books, seminars, and computer services sold by the
R.N.C. to the corporation and the labor union. The R.N.C.
contends that these receipts are not contributions, but
reimbursements for the production costs of the goods and
services it provided; however, the R.N.C. failed to produce
any records to establish the production costs of these goods
and services.

For the 1976 Congressional election, the R.N.C. set up
approximately 800 telephone banks ("phone banks") throughout
the country for the purpose of identifying voters who would
vote for certain selected Republican candidates. In October
of 1977, the R.N.C. filed an amended report listing the
amounts it expended on each of the candidates it selected
for help. The R.N.C. exceeded its 2 U.S.C. S 441a(d) expendi-
tures limitation in four Congressional races. Three of the
candidates involved reimbursed the R.N.C.; one candidate
refused (see attachment IV).

eListed below is a breakdown of these excessive expenditures.

Candidate 1976 441a(d) 1976 441a(d) Excessive
,. Name and (3) Expendi- (3) Limita- 441a(d)(3) Reimbursements

Office Sought tures tions Expenditures Date Amount

The Honorable $22,124 $21,820 $ 304 6/13/77 $304
-Harrison Schmitt
Senate/New Mexico

,,The Honorable $22,215 $21,820 $ 395 2/14/78 $395
Malcolm Wallop

-,6enate/Wyomi ng
$10,910 $ 604 8/22/78 $604

'"Mr. Newt Gingrich $11,514
House/Georgia 6th
District

$14,890 $10,910 $ 3,908 not returned
Mr. David Serotkin
House/Michigan 12th
District

It is the Office of General Counsel's recommendation that no
further investigation of this matter should be undertaken, except
for the one candidate who refused to refund the excess S 441a(d)
expenditure - Mr. David Serotkin.
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FACTUAL AND LEGAL ANALYSIS

I. Franklin Mint Royalty Payment

The Franklin Mint Corporation is a corporation duly organized
under the laws of the state of Delaware. See Franklin Mint
Corporation v. Franklin Mint, Ltd., 360 F. Supp. 478 (1973). Thus,
the campaign medals transaction raises the specific issue of the
applicability of 2 U.S.C. S 441b(a), which provides that:

It is unlawful for any . . . corporation whatever . . .
to make a contribution or expenditure in connection
with any election to . . . [Federal] office.

The term "contribution or expenditure" is defined in 2 U.S.C.
441b to include:

* " * any direct or indirect payment distribution, loan,
advance, or gift of money or any services or anything
of value . . . to any candidate, campaign committee, or
political party or organization, in connection with any
election to . . . [Federal office] . . .

Section 441b(b)(2) contains a narrow exception for loans made
by national or State banks in accordance with banking laws and in
the normal course of business. There is no other explicit statutory
exception from - 44lb(a) that would permit a political party organi-
zation to view payments from a corporation or national bank as
consideration for services rendered rather than as prohibited contri-
butions.

The Commission in its regulations has recognized that funds of
a political committee could be invested and earn income. See 11
C.F.R. 103.3(a). Similarly, tile Commission has permitted the sale
or lease of a committee's contributor list (AO 1979-18) and the sale
of excess equipment and supplies acquired in the course of the campaign
(AO 1979-24), provided that corporate purchaser or lessees pay the
usual and normal charge for the goods or services provided by the
committee. See also 11 C.F.R. 1 100.7(a)(1)(iii)(A) and (B) (1980
regulations).

The present transaction, however, is similar in many respects
to the proposed "credit card program" previously considered by the
Commission in Aovisory Opinion 1979-17. In that opinion request,
the Commission considered several alternative plans under which the
Republican National Committee would provide the prestige of its name,
the loyalty of its members, the endorsement of its leadership and the
use of its mer-Lbership lists to several banks issuing credit cards
such as a VISA card. As a result, the issuing banks would be able
to expand their card holder base. In exchange, the banks would
provide the R14C with either (a) the exclusive use of the monthly
statement as a vehicle for mailing RNC educational/promotional
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materials to RNC credit card holders, (b) a one-time payment
tor each RNC card issued or account activated as a result of
the solicitation, or (c) a negotiated fee on a monthly basis
representing a percentage of either total card holder sales or
the finance charge balance on RNC credit card accounts. The
opinion request described the transaction as a "bargain struck
at arms length by the parties", with benefits and consideration
flowing back and forth between the parties much the same as in
any commercial relationship. however, the Commission determined
that the RNC proposal did not present the possibility of
characterizing the amounts received by the RhC and the services
rendered by the banks as bargained for consideration rather than
contributions from the banks in violation of 2 U.S.C. 441b.
Fundamental to the Commission's conclusion that the plan would
result in a violation ol the Act was its recognition of the
distinction between income that a political committee might produce
using tangible assets and, "the use of a political organization's
good will ana the reputation of its national leadership to promote
a commercial enterprise in exchange for a share of the income
realizea or anticipated by the commercial enterprise." AO 1979-17,
pg. 5-6.

In the present transaction, the R.N.C. granted the Corporation
the exclusive right to mint and market commemorative medals bearing
the likeness or the candidates as the R.N.C. 's campaign symbol
and authorized the corporation to make reference to the R.N.C. 's
designation ot the medals as the "Official Presidential Campaign
Meuals ot the Republican National Comnittee" in auvertising materials.
In so doing, the Committee, in essence, sold its g3o0 will and the
reputation of its national leadership to the corporation in exchange
for a share of the income realized or anticipateu. iis such, the
payments mare by tile Corporation, as in the "creoit card program,"
supra, cannot oe viewedi simply as bargained roL consideration but
rather constitute contributions in violation of 441b of the Act.

Alternatively, the present transaction may be 1nalyzed in light

of the Commission approach in Advisory upinion 1976-50. In that
opinion, a corporation was authorized to produce ano market a
shirt bearing a canuidate's name. The corporation would pay all
expenses to produce anu sell the shirts anu would re,,it $i of the
$7.98 purchase price as a political contribution by the purchaser
to the canuidate's campaign. The Commissio1 conclucGeu tilat the
proposea commercial arrangement was prohibited by 2 U.S.C. § 441b
in tliat tiie corporation was advancing funds to produce anu market
campaign aterials with a portion of the prceeus paid over to the
canuidate. in the present transaction, ttie Corijorator, prouuceu
tbe i.iGals, spent iUo,0U0 on auvertising the Republican National
coim.ittec an Democratic ilational Coittee meus, allu utilized
their list of established collectors, tiierleLy acivancing funds and
contriLu tirg valuable services tc tn Coi,,i iittee in viclation of
L? 441t CL tliC tct.
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Finally, it should be noted that the narrow exception
recognized by the Commission in Advisory Opinion 1978-46 is
inapplicable to the present transaction. In that opinion, the
Commission, after analyzing the question of whether artounts paid
by corporate advertisers in convention programs and publications
of a political party could be treated as corimerical transaction,
rather than political contributions, the Commission held that such
proceeds were contributions and prohibited under 2 U.S.C. 441b,
although they could be placed in a separate bank account of a non-
federal political party committee for use only in state and local
elections if permitted by state law. here, the Committee deposited
the two checks received from the Corporation into its operating
account, which the Committee used for federal campaign purposes.

Though the R.N.C. is in violation of 2 U.S.C. 441b(a) for
accepting a corporate contribution from the Franklin Mint, and
the Franklin Mint is in violation of 2 U.S.C. 441b(a) for making
a corporate contribution, it must be added, not as a defense, but
in mitigation of the R.N.C. 's actions, that at the time of the making
of the contract (August 27, 1976) between the Franklin Mint and
the R.N.C., the Commission had not determined that a royalty paid

(% by a corporation to a political committee is a corporate contri-
bution. In fact, at the time of the making of the contract, the
only advisory opinion issued concerning the receipt of a contri-
bution by a political committee from the sale of goous and services
was AO 1975-15 that allowed a political committee (the Wallace
Committee) to raise contributions through the sale of campaign
items. It was not until AO 197b-50, decided on September 2, 1976,
that the Commission ever questioned the propriety of a contribution
raised through the sale of goods and services, and it was not until
AO 1979-17 that the Commission finally deciaed that the sale of a
political organization's goodwill and reputation to a corporation
resulted in a corporate contribution in contravention of 2 U.S.C.

C", 441b(b)(2).

It is for the reasons mentioned, supra, that the Office of
General Counsel recommends that the Commission find reason to
believe that the R.N.C. violated 2 U.S.C. § 441b(a) for accepting
a corporate contribution from the Franklin Mint, but take no further
action. In addition, the Office of General Counsel recommends that
the Commission find reason to believe that the Franklin Mint violated
2 U.S.C. 441b(a) for making a corporate contribution to the R.N.C.,
but take no further action.

II. The Acropolis Books Ltd., Royalty Payment

The R.N.C. listed on its reports two checks in the amount of
$1,050.25 and $2,15.56 received front Acropolis books Ltd., (Acropolis),
a corporation. These checks were received as part of an agreement
entered into between the R.N.C. and Acropolis on August 25, 1975,
whereby the R.14.C. would receive a royalty payment for each copy
solo of THE RLPULLICAN IIUMOR BOOK.



- 8 -

In section I of the report, we analyzed that the Franklin
Mint royalty payments were, not a corporate contribution; that
analysis fits the situation here. Therefore, the Office of
General Counsel recommends that the Commission find reason to
believe that the R.N.C. violated 2 U.S.C. S 441b(a) for receiving
a corporate contribution, but take no further action. In addition,
the Office of General Counsel recommends that the Commission find
reason to believe that Acropolis violated 2 U.S.C. S 441b(a) for
making a corporate contribution, but take no further action.

III. Sale of Goods and Services

From January of 1976 through March of 1979, the R.N.C. deposited
into its operating account fupds in the amount of $24,206.48 it ,
received from some six of six corporations and one labor organization.
These funds were received in exchange for goods and services, such
as books, seminars, and computer services sold by the R.N.C. to
the corporations and the labor union. It is the R.N.C.'s contention
that these receipts are not contributions, but reimbursements for
the production costs of goods and services it provided.

These corporate and labor union receipts raise the specific
issue of the applicability of 2 U.S.C. S 441b(a) which provides

that:

It is unlawful for any . . . corporation whatever
. . . to make a contribution or expenditure in
connection with any election to . . [Federal]
office.

F The term "contribution or expenditure" is defined in 2 U.S.C.
§ 441b to include:

• . . any direct or indirect payment distribution,
loan, advance, or gift of money or any services
or anything of value . . . to any candidate,
campaign committee, or political party or organi-
zation, in connection with any election to [Federal
office] . . .

It appears that the above payments to the R.N.C., even if
to defray the expenses incurred by the R.N.C., are contributions
to R.N.C. under the Act. The Commission has previously stated
that the mere fact a person receives something of value in return
does not in and of itself render a payment made to a political
committee a commercial sale rather than a political contribution.
Moreover, even if the primary purpose of the RNC in selling the
goods and services in question is cost recovery or loss reduction,
the amount of the payment by the purchaser still results in a contri-
bution to the R.N.C., since the R.N.C. is receiving funds that will
be available for its political purpose. (See AO's 1979-76, 1979-17,
1978-46, 1975-15., Even if the Commission views these payments as
a commercial transaction because of the fact something was received
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in return for the payment of money to a political committee,
to the extent the amount charged exceeds actual costs of the
R.N.C., it is a contribution. See 11 C.F.R. S 100.4(a)(1)(iii)
(A) and AO's 1979-18, 1976-22. 4/

Though the funds the R.N.C. received from the corporations
and the labor union are, for the reasons mentioned above prohibited
corporate and labor contributions, it should be added, not as a
defense, but in mitigation of the R.N.C.'s acceptance of these
prohibited contributions, that a majority of these contributions
are under $50.00. Moreover, it does not appear that the R.N.C.
was deliberately attempting to avoid the provisions of 2 U.S.C.
S 441b, but simply attempting to recoup its out of pocket costs
it incurred in producing the goods and services in question.
Nonetheless, it is the Office of General Counsel's recommendation
that the Commission find reason to believe that the R.N.C. violated
2 U.S.C. § 441b(a) for receipt of the corporate and labor contri-
butions.5/

In addition to the R.N.C. 's receipt of prohibited contributions
from the corporations and the labor union, the R.N.C. failed to list
the receipt of the funds in question as contributions on its reports
pursuant to 2 U.S.C. § 434(b)(2) and 2 U.S.C. S 434(b)(3). There-
fore, the Office of General Counsel recommends that the Commission
find reason to believe that the R.N.C. violated 2 U.S.C. § 434
(b)(2) and 2 U.S.C. 434(b)(3).

IV. Purchase of Goods and Services From The R.N.C.

As mentioned above, the R.N.C. records show that the R.N.C.
received funds from the various corporations and the labor union.
The most outstanding receipts are as follows:

a) Cities Services Corp., $15U0. (precinct lists);

b) Datatel Inc., $6,521.50 (computer tijJe);

c) Envelopes Unlimited $812.50 (computer services);

4/ The R.LJ.C. was unable to establish actual costs of the goods
and services it sold.

5/ Unlike the royalty payments, which were one time transactions
that have not been repeated, the sale of goods and services by the
R.N.C. has been an ongoing occurrence. Furthermore, the R.1N.C.
could avoid violating the Act by ". . . establish[ing] and administer
[ing] separate, segregated bank accounts through an auxiliary
organization of the national party which accounts could be used
tor the deposit arid disbursement of funds designated specifically
and exclusively to finance national party activity limitea to
influencing the nomination or election of candidates for public
office other than elective Federal oftice." See AO 1979-17 pg. 7.
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d) National Direct Mail Services, Inc. $680.00 (envelopes);

e) Market Opinion Research Inc. $800.00 (list sample);

f) Bailey Deurdouff Assoc., Inc. $750.00 (Pips listing)

g) American Medical Laboratories Inc. $11,100.00 (disc pacts
with controller ) 6/

The funds received by the R.N.C. from the above-mentioned
corporations are contributions made by these corporations to the
R.N.C. even if the contributors received something of value. See
AO's 1979-76, 1979-17, 1978-46 and 1975-15. It should be added
that the evidence indicates that the corporation did not realize
they were making a contribution in contravention of 2 U.S.C. S 441b,
but believed they were involved in an arm's length business transaction.
Moreover, if the R.N.C. had deposited the funds received in these
transactions in bank accounts opened and used only for activities
not within the jurisdiction of the Act, there would be no prohibited
contributions under 2 U.S.C. 441b. See AO 1979-17, pg. 7.

Therefore, the Oftice of General Counsel recommends, for the
reasons mentioned above, that the Commission find reason to believe
that the above-mentioned corporations violated 2 U.S.C. § 441b, but
take no further action.

V. Excessive 441a(d)(3) Expenditures

The R.N.C. set up a series of phone banks in the 1976 campaign
for the purposes of identifying voters favorable to selected Republican
candidates for Federal office and then to urge these voters to
vote for these particular candidates. In four Congressional races,
the R.N.C. exceeded its § 441a(d) expenditure limitations. Upon
the request of the R.N.C. three of the candidates refunded the
excess amount; the fourth candidate, Mr. David Serotkin refused
to do so.

The R.N.C. expended 14,890.00, pursuant to 2 U.S.C. § 441a
(d) on behalf of Mr. Serotkin's candidacy for the House of
Representives and in doing so exceeded S 441a(d) limitations by
$3,908. This resulted in Mr. Serotkin's committee, The Serotkin
for Congress Committee, receiving an excess contribution from tle
R.N.C. in violation of 2 U.S.C. S 441a(f). Therefore, the Office
of General Counsel recommends that the Commission find reason to
believe that the Serotkin for Congress Committee violated 2 U.S.C.

441a(f).

6/ In addition to the corporations mentioned, there are 59 other
corporations and one labor union that made contributions to the
R.N.C. by purchasing goods aid services for tile i.N4.C. All the
contributions involved are under $50.00, and it is the Office of
General Counsel's opinion that no action shoula be taken against

thiese corporations and labor union.
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RECOMMENDATIONS

i. Find reason to believe that the R.N.C. violated 2 U.S.C.
§ 441b(a) for accepting a corporate contribution from the
Franklin Mint, but take no further action.

2. Find reason to believe that the Franklin Mint violated
2 U.S.C. S 441b(a) for making a corporate contribution to
the R.N.C. but take no further action.

3. Find reason to believe that the R.N.C. violated 2 U.S.C. S
44lb(a) for accepting a corporate contribution from Acropolis
Books Ltd., but take no further action.

4. Findlithat the Acropolis Book Ltd., violated 2 U.S.C. S 441b(a)
for making a corporate contribution to the R.N.C. but take no
further action.

5. Find reason to believe that the R.N.C. violated 2 U.S.C. § 441b(a)
° -~for accepting corporate contributions from 66 corporations and

one labor union.

6. Find reason to believe that the R.N.C. violated 2 U.S.C. S 434
(b)(2) and 2 U.S.C. S 434(b)(3) for failing to list the receipt
of the contributions in question on its reports.

7. Find reason to believe that the Cities Services Inc., Detalel
Inc., Envelopes Unlimited Inc., National Direct Mail Service
Inc., Bailey Deurdouff Assoc. Inc., and American Medical
Laboratories Inc., violated 2 U.S.C. S 441b(a) for making a
corporate contribution, but take no further action.

8. Find reason to believe that the Serotkin for Congress Committee
violated 2 U.S.C. S 441a(f) for accepting an excess contribution.

9. Send attached letters.

Attachments

I. Franklin Mint Check
II. Contract between R.N.C. and Franklin Mint
III. Contract between Acropolis books and R.N.C.
IV. Serotkin letter

V. Letters
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August 1i, 1976

Republican National Committee
310 First Street SE
Washington, D.C. 20003

Gentlemen:

This letter sets forth our proposal to your organization
ani, when accepted by you, will serve as the agreement between
us relating to an offering and sale by Franklin Mint Corporation

0% ("Franklin") of 1976 Republican Presidential Canpaign Medals as
described below. The medals will be offered for sale by Franklin
in the follo.-ing forms:

1. A sterling silver medal in a lucite display stand

2. A sLerl-,ng silver medal with 24kt gold electroplate (pendant)
4. An 18kt gold medal with neck chain (pendant)

The medals will bear a reproduction of the Republican
Frcsidential and Vice-Presidential. candidates on the obverse and
the party's campaign symbol on the reverse.

Franklin will offer the-medals for sale to the general public
-- and to Franklin's established collectors co mencing in September

1976 by ireans of direct mail and publication advertising with a
closing date for acceptance of orders of November 2, 1976.

Franklin presently intends to spend an aggregate of $100,000
for publication advertising of the Republican and Democratic
Presidential Campaign medals. Franklin agrees that any increase
in said advertising budget shall be subject to your organization's
acn.nrova1i.



Your organization agrees to designate the above-described

Republican Presidential Campaign medals as the Official Presidential

Campaign Medals of the Republican National Committee and. authorizes

Franklin to make reference to such designation in its advertising

materials. In consideration thereof, and of the agreements of your

organization hercunder, Franklin is willing to:

1. Pay to your organization a royalty equal to 15% of

Franklin's net sales of said Republican National

Ccromittee i976 Presidential Campaign Medals with a

minimum guaranteed royalty of $30,000. "Net sales"

shall mean Franklin's gross receipts from its sales
of said medals less returns, allowances and sales or

use taxes.

2. Provide to your committee at no charge a quantity of

the medals equivalent in retail valu& to $5,000.

Your organization further agrees that Franklin shall be the

exclusive organization authorized to mint and/or sell the Official

1976 Presidential Campaign Medals of the Republican Natioinal Com-

m nittee.

Your organization further agrees to provide for certifications

to the iedia concerlniicj Franklin 's advcrtising of tha medals as

required under applicable Federal law.

1ould you kindly indicate your acceptance of the above agreement

by signing the duplicate copy of this letter enclosed herewith.

Yours very truly,

FRANKLIN MINT CORPORATION

Francis J. Fitipatrick, Jr.
Vice' President

Accepted and agreed to this

day of August, 1976

Fep-1'r) Iic n . , a1ion 7l C r i- t tee, except +!,at ":e reserve the right tc ;ave

Frior" z.,',rove] of tile dJsign.

By:
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AGREEMENT made this !__-,day of August, 1975,

between Stephen J. Skubik, whoseaddress is 1725 DeSales

Street, NW, Washington, D.C.- and Hal E. Short, wh se

address Is 1522 K Street, NW, Washington, D.C.' (Authors):

the Republican National Committee, 310 First Street, SE,

Washington, D.C. (Committee); and Acropolis Books, Ltd.,

2400 17th Street, NW, Washington, D.C. (Publisher):

WITNESSETH

In consideration- of the mutual covenants herein

contained the parties agree as follows:

IT 1. The Authors hereby grant and assign to the

IY Publisher and its successors, representatives and asSignees,"

during the full term of the copyright and all renewals

thereof, the full, sole and exclusive right to print,

publish and tell under its own name:

REPFUBLICAN HUMOR.-

(hereinafter called the Work) which title may be.chanzed

only by -mutual consent in writing.

2. The Authors represent and guarantee to the

Publisher that they are the sole authors of the said Works'

that they are the owners of all the rights granted to the-

Publisher hereunder,.that the said Work is original, has

not been previously published in book form, and is not

in the public domain; that it contains no libelous, obscene

or other unlawful matter; and that It in no wise infringes

upon the copy right or violates the right of prlacy or

any other right of any person or party whatsoever, and

they agree to hold the Publisher harmless against any

recovery fin3lly sustained in any suit which may be

brought or had against the Publisher, by reason of a
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*laton of any proprietary rirnt.* 0 vri.ht, cr
because of any libelous, obscene or other lawful :-atter

contained in the said Work.

3. The Authors agree to deliver a Completed

manuscript copy of the said Work, ready for typin, con-

taining works and cartoons equivalent to 10, pa-es of

printed material, not later than the 15th of October, 1975.

If the Authors fail to deliver such copy by said date the

Publisher may terminate this agreement by giving written

notice to the Authors to such effect. The Publisher and

Authors may, by mutual consent in writing, establish a

new deadline for delivery.

4. The Publisher shall, upon receipt of a

manuscript, have the right and gole discretion to reject

the Work for any reason, or to request changes or additions

to it. The Authors may refuse to make any such chances or

additions to it, and in such event this agreement shall be

terminated.. The Publisher shall within three months after

the Authors have delivered a complete and satisfactory

manuscript, publish said Work at Its own expense and in

such style and manner as It deems best suited to the sale

thereof, and advertise and promote the sale thereof as

and to the extent it deems best. The Publisher will use

all customary means to promote and market the Work

throughout the United States.

The expenses for which the Publisher shall be

responsible,*in addition to all others involved in

publication, distribution, and promotion, Include:

artist's fees; costs of editing, typing, collating,

proofreading and_,make-up by the person or persons engaeed/
by the Authors; secretarial and maillng services supplied

by the Comnmittee to obtain material for the book and

subsequently to help promote within the Republican Party

the sale of the book._ The artist's fees and editing,

typing, collating, proofreading, and make-up costs will
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paid by the Publisher prior release of the book,

uch fees and costs to be considered advances against the-oyaltes. The secretaral and mailing services supplied

by the Committee will be Pe -mbu sedyq e blL.he by

, -- charged against the promo
tional expenses as per Paragraph 10.

5. The Publisher, upon first publication of
the Work, agrees to apply for copyright In the name of
Stephen J. Skubik in the United States of America and
under the Universal Copyright Convention fr.v: ,aiye
tr , ,p Lied in Faragran 1, and to Imprint the
copyright notice required by law in each copy of the Work.
Stephen J. Skubik, using forms acceptable to the Publisher,
agrees to furnish the Publisher promptly with any author-
Ization or other document necessary to carry out the

provisions hereof.

The Publisher shall, upon the termination of
the first te-m, make timely application for renewal of
copyriCht under then existing United States Copyright

6. If the Work Includes excerpts of materials

presently under copyright, the Authors,.using forms

acceptable to the Publisher, will obtain written per-
mission from the owners of such copyrights to print the
excerpts.

7. - The Authors agree to prepare and deliver,
alono with the manuscript: Title page, preface-or fore-
word, table of contents and/or index, and complete and
firal cUPy for an illustrations properly prepared for
reproduction.

7- The Publisher shall furnish the Authors

with a nroof of the Work which, except for such reason-

able ch3r.7es In styling as are required by the Publisher,
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Authors, unless chanced by mutual cenaent. A," Author.

/ a.ree to return such proof to the Publi:zer w't; thur

corrections within ten days of the rcceirt t.ereef by

.. " then.

I..
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S9. The Publisher agrees that the retail price
E

EDS of this Work will be Four Dollars and ;:inety-Five cent3

($4.95) and royalties will be paid to the Authors and

the CormuitTee on the following schedules:

A. On sales through the Republican Latlonal

*Committee, a royalty upon all copies of

the Work sold and paid for in the exclusf:e

territory specified in Pararraph 1:

i) Thirty Cents ($0.30) per book to

Stephen J. Skubik until such time as -

all of his out-of-pocket costs of

creating the book are recovered;

ii) Twenty-five Cents,($0.25) per book

to Hal Short;

ii Two Dollars and Twe'nty-five Cents

($2.25) per bo'ok to the Committee,

as long as Stephen J. Skubik shall

receive Thirty (30) Cents per book,

thereafter Two Dollars and Fifty-

five Cents ($2.55) per book to the

Committee;

iv) All orders from the Cormtittee and

Republican organizations shall be

accompanied by check for the full

retail price.

B. On sales through the normal book trade

distribution channels, a royalty upon

all copies of the Work sold and paid for

in the exclusive territory specified In

Paragraph 1:
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C

: o and broadcasting)# and adaptations
of said Work for commercial

riebt Ommeclaluse. Subsidiaryrights to Publish are to be arranged by mutualConsent of the Authors Publisher and the
Committee.. The division of receipts from the

sale of subsidiary rights shall be Forty per-
cent (0) to the COmmittee, Thirty percent
(30%) to the Publisher and Thirty percent (301)
to the Authors, I.e., Ten percent (10%) to Hal
hort, Twenty percent (20Z) to Stephen J. Skublk
untl hs Out-of-pocket costs or creating thebook are recovered, then his 20 will be added j

to the Corcnittee. All Compensation from Sales of

the 'ork under this Paragraph shall be excluded
from the computation of the.royaltles payable ,.Aunder Pararraph (A)Cabove and shall berasrateOV and shA be 

sC>Jtl 17C014f1 ()shown s ty In reots rom thePublisher and/or Aithors. -I

72<)

of " wawf- -1 - - -

1) Ten Cents ($0.10) per book to
Stephen J. Skublk until Such time

as all or his out-ot-pocket costs

o creating the book 
are recovered;

i) Twenty-five Cents ($0.25) per book
to Hal Short;

111) One Dollar ($1.00) to the Committee,
and One Dollar and Ten Cents ($1.10)
after Stephen J. Skubik has recovered
his expenses.

C- The following shall be considered as subsi-diary rights: sales to book clubs, pubil-. 
*.

cations by another publisher pub on0f the Work In a 
cp ltion 

.,
serial rights before and after book publica
tion, dramatic and/or motion Picture rights,translations, 

digests, abridgements, 
selec-

tions, anthologies, 
and mechanical,. visual

(such as microfilm and micoprint) or so-,d

!



D. Ic ro 'altics shall be rayable c:. . c ...

furr.:shed to the Authors or tc the Co : ttee,

or on copies for review, sample, or cthtr

similar purposes.
TIO N 10. TheAuthors will take the Work to the national

print, T. V., and radio press for maximum publicity Including

talk shows, known comedians, etc. The Committee will bulletin

all state, county, and city Republican Commilttee officials,

and in addition will publicize the Work through State

Republican publications, Young Republicans, Women's Feder-

ation, etc. One Dollar ($1.00) per book sold by the

Publisher (under the provlslons of Paragraph 9A) shall be

remitted by the Publisher to the Committee to cover these

promotional expenses of the Authors and the Committee, on

sales made through the National Committee but not on sal"s
0 through normal book distribution channels referred to in

Paragraph 9B. The Committee shall be the final JudGe of

the legitimacy and necessity of promotional expenses and
shall reimburse such expenses from this promotional fund.

of such fund shall be credited to the Committee as additional

royalties under this agreement.

11. The Publisher agrees to present to each

Author 100 copies of the Work and to the Committee 1,000
copies of the Work for promotional purposes, such costs

to be charges against the promotion fund as per Par .... /;0,1
'S 12. The Publisher w-l-repoe on the sale of/

TS the Work In February and July of each year for the six

month period ending the prior December 31 and June 30
respectively on sales to the Committee, and in March and

Sepember on sales made through trade channels. With each

report of sales, the Publisher will make settlement for

any balance of royalties due.
kTION 13. a) In the event that the Work shall at any
!ON time be out of print, the Authors may eive notice thereof
iTS

to the Publisher and In such event the Publisher shall declare
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within sixty days in writing whether or not he Intends t0

bring out a new printing of the Work within six months.

Failure to reprint the Work within six months after r.v-elpt

of the Authors' notice shall cause all rijhts herein rranlted

to revert to the Authors at the expiration of said perlod

without further notice.

b) If the Publisher shall, during the exlst-

ence of this agreement, default in the making of payment as

herein provided; if the Publisher shall fail to comply with

or fulfill with other terms and conditions hereof; or in

the event of bankruptcy, this agreement shall terminate and

the rights granted herein to the Publisher shall revert to

the Authors and Committee. In such event all payments

theretofore made to the Authors and Committee shall belong

to the Authors and Committee without prejudice to any other

remedy which the Authors and Committee may have.

c) Upon the termination of this agreement

for any cause, all rights granted to the Publisher revert

to the Authors and Committee for their use at any time, and

originally furnished by the Authors. The Authors shall

have the right in such instance to purchase the plates,

if any exist, from the Publisher at their metal value, and

any or all of the remaining sheets or copies at a price

not to exceed 50% of the manufacturing costs, exclusive of

overhea4.

14. The Authors agree that during the.term of

this agreement they wil not, without the written permission

of the Publisher, publish or permit to.be published any

material in book or pamphlet form, based on the material

in the Work, which is reasonably likely to Interfere with

Its sale.

15. If a petition in bankruptcy should be filed

by or against the Publisher, of if it shall be Judged In-

solvent by any court, or if the Publisher shall liquidate

Its business for any cause whatsoever, this agreement shall
a

CONFLICTING
PUBLICATION

INSOLVENCY



ARBITRATION

WAIVER

of this agreement; shall be valid or binding unless it saaii

be in writing, and signed by the parties.

IN WITNESS WHEREOF, the parties hereto have s'et :.

their hands and seals at Washington, District of Columbia,

the day and year first written above.

BY: BY:~&

PVBLISHER AUT14
,,, /tlro .._ --- .

BY __ -' BY: - ': IS/

REPUBLICAN NATIONAL COMMITTEE
AUThO0R

~4.

/

I/K

* 0
terminate autonatically and without notict, ind 11 s l;l s

17ranted hereunder shall thereupon revert to the Authrz

and to the Committee.

16. Any controversy or claim arising out of

this agreement or the breach thereof, with the exceotlon

of a failure to pay royalties, shall be settled by arbi-

tration in accordance with the rules of the American

Arbitration Association then obtaining, and judr e;ent urcn
any award may be entered in the highest court of the forum,
State or Federal, having jurisdiction. Such arbitratlon

shall be held in the City of Washington, D.C., unless other-
wise agreed by the parties.

This agreement shall be construed and interpreted

according to the laws of the District of Columbia, and
shall be binding upon the parties hereto, their heirs,
successors, assigns, and personal representatives.

.17. A waiver of any breach of any of the terms or
conditions of this agreement by any of the parties thereto,
shall neither be deemed a waiver of any repetition of such
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July 7, 1977

Ms. Arlene Triplett
Comptroller
Republican National Committee
310 First Street, S.E.
Washington, D.C. 20003

Dear Ms. Triplett:

My immediate response to your letter and to the previoustelephone call from Jacquie Nystrom is that you mustbe kidding. However, on the assumption that you are not,this letter is in response on behalf of the Serotkin for
Congress Committee.

The cor-nittee does not feel that it owes the RepublicanNational Comirittee any money, and will not be sendingany. I might add that it has none to send anyway.

The nature and amounts of the various contributions ofthe National Comnittee to our campaign were at all timesat the discretion and under the control of the NationalCommittee. The Serotkin for Congress Connittee acceptedthem in reliance upon the National Corrnittee's repre-sentations that the contributions were legal in everyrespect, including their amounts. We would not haveaccepted services in excess of any statutory maximum,because we could not afford to pay for them even beforethe election was held. Under the circumstances, therefore,we do not find any obligation on our part to pay.
Even if there was an obligation, we could not be certainas to the accuracy of your figures, since we again had nooccasion to participate in the deliberations which producedit. We don't know what formula was applied or computationsmade. Our feeling that you must have made some mistakealong the way is not diminished at all by your letter whereinyou are unable even to spell my name correctly.

In additi4on to .. e above considerations, I would point outto you that our -ost recrent couimittofe disclosure filed withthe F'd-ra! c-ions Comizsion sho--s .hat the cor, ittestill 1as dcjat; -om ,e Last election in z2.xcess of $42,000.



Ms. Arlene Triplett
July 7, 977
Page Two

There is no way that we could pay anything to you, even
if we were obligated to do so.

I would suggest the following possible approaches. The
telephone banks to which you refer were operated to amajor extent by our committee's volunteers. These were
people who were primarily interested in supporting me,
but cooperated at the telephone centers to work on behalfof the other Republican candidates being supported by thateffort. I am sure that the value of our volunteers'
services would more than offset the in kind services toour campaign which you claim went over the limit.

Secondly, the National Committee was permitted under thelaw to assist me with respect to the Primary Election,
Cseparately and in addition to any amounts or services

provided for the General Election. I believe some of thecontribution or services could legitimately be attributed
to expenditures or obligations incurred with respect to the
Primary Election.

I know that the Republican National Coimittee did not write
the Federal Election Laws which are primarily responsiblefor the agonies eLng). u.ndergone by m-any candidates, former
candidates, and their supporters. My caimipaign committee
was com, posed entirely of volunteers who gave up a lot of
their time and talent to serve on that coni1ttee. They
don't need all these headaches, and I don't. Perhaps some-where, sometime, the Republican National Cob=nittee will findan opportunity to publicize the inequities of the FederalCm Election Laws and the very real way in .Jhich they protect
incumbency and stifle genuine democracy.

Very truly yours,

DAVID M. SEROTKIN

DIS / cmi



FEDERAL ELECTION COMMISSION
WASHINGTON DC 20403

CERTIFIED NAIL
RETURN RECEIPT REQUESTED

tr. bill Brock
Republican National Committee
310 First Street, S.E.
Washington, D.C. 20003

Re: MUR 1180

Dear Mr. Brock:

Based on information ascertained in the normal course
C of carrying out its supervisory responsibilities, the Federal

Election Commission, on October , 1980, found reason to
believe that the Republican National Committee violated 2 U.S.C.
S441b(a), 2 U.S.C. § 434(b)(2) and 2 U.S.C. § 434(b)(3). A
report on the Commission's finding is attached for your infor-
nmation.

In the absence ot any additional information, which
demonstrates that no further action should be taken against
your committee, the Corimiission rlay find probable cause to
believe that a violation has occurred and proceed with formal
conciliation. Please submit any factual or legal material
that you believe to be relevant within ten (10) days. of
course, this does not preclude the settlement of this matter
through informal conciliation prior to a finding of probable
cause to believe, if you so desire.

Should you have any questions regarding this matter,
please call William E. Taylor, the attorney assigned to
this case at (202) 523-4529.

Sincerely,

Charles N. Steele
General Counsel



FEDERAL ELECTION COMMISSION

NOTIFICATION OF REASON TO BELIEVE FINDING

DAT_ __UR NO. 1180
STAFF MEMBER(S) & TEL. NO.

RESPONDENT Republican National
Committee

Taylor

(202) 523-4529

SOURCE OF MUR: I N T E R N A L L Y C E N E R A T E D

BACKGROUND

This matter was referred to the Office of General Counsel
by the Auait Division and is based on an audit of the Republican
National Committee ("RNC") covering the period of January 1, 1976
through March 31, 1979.

On September 8, 1976, the R.N.C. deposited in its operating
account a check for $20,000 from the Franklin Mint Corporation
(See attachment I), and in July of 1979 deposited in its operating
account another check for $8,705.00 both from the Franklin Mint
Corporation i/. When the Audit staff inquired about the first
check, the committee explained that it was a royalty payment
resulting from an agreement entered into auring August of 1976
with the Franklin Mint Corporation ("the Corporation") for the use
of the Republican party's campaign symbol: The R.U.C. provided the
Audit staff with a copy of the agreement, which contains the following
terms:

a) The Corporation would offer for sale gold and
silver medals in four different forms, all of
which would bear a reproduction of the Republican
Presidential and Vice-Presidential candidates on
the obverse and the party's campaign symbol on
the reverse.

b) The Corporation would offer the medals for sale to
the general public and to its established collectors
commencing in September of 1976 by means ot direct
mail and publication advertising with a closing date
for acceptance of orders of November 2, 1976.

second check was received after the audit had been conducted.i/ The



0 -2-

c) The Corporation would spend an aggregate ot $100,000
for publication advertising of the Republican and
Democratic Presidential campaign medals. Any increase
in this advertising budget would be subject to the
Committee's approval.

d) The R.N.C. would agree to designate the medals as the
official Presidential Campaign Neuals of the Republican
National committee and would authorize the Corporation
to make reference to this designation in its advertising
materials.

e) In consiaceration of the R.N.C. 's agreement, the corporation
would:

i) Pay the R.14.C. royalty of 15% of the net sales of
the Campaign Medals with a minimum guaranteed royalty
of $30,000.

2) Provide to the R.N.C. at no charge a quantity of
medals with a retail value of $5,000. 2/

f) The R.N.C. would grant the corporation the exclusive
right to mint and/cr sell the Official 1976 Presidential
Campaign Medals of the Republican National Committee, and
would further proviae for certifications to the media
concerning the corporation's advertising of the medals
as required under applicable Feaeral law.

g) The R.N.C. agreed to the Corporation's proposal but
reserved the right to have prior approval of the design.

On June 22, 1976 and on October 23, 1977, the coimmittee
ueposited in its operating account two checks in the amounts of
1,050.25 and $2,145.5U received frori Acropolis Books, Ltd.
(Acropolis). The R.,.C. reported the checks as "refund/rebates"
and not as contribution. MIhen the auait staff inquired about
the checks; the R.L[.C. explained that it was a royalty payment
resulting from an agreement entered into on August 25, 1975 for
the sale of a book called REPUBLICAN HUMOR BOOK.

The R.N.C. provided the auuit staff with a copy of the agree-
ment that contains the following pertinent terms:

h) The Publisher [Acropolis] agrces that the retail price
of this work will be Four Dollars and Ninety-Five cents
(*4.95) and royalties will be paiu to the Authors

2/ The R.N.C. was uncertain wI-etier the $5,000 worth of medals
had ever been received, and the audit staff found no indication
in the R. .C.'s reco-us that the meuals were receivea.
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[Mr. Shabik and Mr. Short) and the Corarittee [R.N.C.]
on the following schedules:

A. On the sales through the Republican National
Committee, a royalty upon all copies of the
Work sold and paid for in the exclusive
territory in Paragraph I:

(iii) Two Dollars and Twenty-five cents
($2.25) per book to the committee, as long
as Stephen J. Shubik [author] shall receive
thirty (30) cents per book, thereafter Two
Dollars and fifty-five Cents ($2.55) per
book to the committee;

B. On sale tirough the normal book trade distri-
bution channels a royalty upon all copies of
the Work sold and paid for in exclusive
territory specified in Paragraph 1: . . .

(iii) One Dollar ($1.00) to the committee
[R.Lt.C.] and One Dollar and Ten Cents ($1.10)
after Stephen J. Shubik [author] has recovered
his expense.

I flFrom January of 1976 through March of 1979, the R.tN.C. deposited
into its operating account funds in the amount of $24,206.48 it
received from sixty-six corporations and one laLor organization.
These funds were received in exchange for goods and services, such
as books, seminars, and computer services sold by the R.tN.C. to

Tr the corporation and the labor union. The R.N.C. contends that these
receipts are not contributions, but reimbursements for the production
costs of the gooas and services it provided; however, the R.N.C. failea
to produce any records to establish the production costs of these
goods and services.

FACTUAL BA SIS AND LEGAL AIALYSIS

I. Franklin Mint Royalty Payment

The Franklin Mint Corporation is a corporation duly organized
under the laws of the state of Delaware. See Franklin Mint
Corporation v. Franklin Mint, Ltd., 3b0 F. Supp. 478 (1973). Thus.
the campaign medals transaction raises the specific issue of the
applicability of 2 U.S.C. ( 441b(a), which provides that:

It is unlawful for any . . . corporation whatever . . .
to make a contribution or expe.nditure in connection
with any election to . . . [Federal[ orfice.

The teriil "contribution or expenditure" is defined in 2 U.S.C.
441b to include:
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• . a any direct or indirect payment distribution, loan,
advance, or gift of money or any services or anything
of value . . . to any candidate, campaign committee, or
political party or organization, in connection with any
election to . . . [Federal office[ . .

Section 441b(b)(2) contains a narrow exception for loans made
by national or State banks in accordance with banking laws ana in
the normal course of business. There is no other explicit statutory
exception from § 441b(a) that would permit a political party organi-
zation to view payments from a corporation or national bank as
consideration for services rendered rather than as prohibited contri-
butions.

The Commission in its regulations has recognized that funds of
a political committee could be invested and earn income. See 11
C.F.R. § 103.3(a). Similarly, the Commission has permitted the sale
or lease of a committee's contributor list (AO 1979-18) and the sale
of excess equipment and supplies acquired iii the course of the campaign
(AO 1979-24), provided that corporate purchaser or lessees pay the
usual and normal charge for the goods or services provided by the
committee. See also 11 C.F.R. § 100.7(a)(1)(iii)(A) and (B) (1980
regulations).

The present transaction, however, is similar in many respects
to the proposed "credit card program" previously considered by the
Commission in Advisory Opinion 1979-17. In that opinion request,
the Commission considered several alternative plans under which the
Republican National Committee would provide the prestige of its name,
the loyalty of its members, the endorsement of its leadership and the
use of its membership lists to several banks issuing credit cards
such as a VISA card. As a result, the issuing banks would be able
to expend their cardlholder base. In exchange, the banks would
provide the RIC with either (a) the exclusive use of the monthly
statement as a vehicle for mailing RNC educational/promotional
materials to R14C credit card holders, (b) a one-time payment
tor each RNC card issued or account activated as a result of
the solicitation, or (c) a negotiated fee on a monthly basis
representing a percentage of either total card holder sales or
the finance charge balance on RNC credit card accounts. The
opinion request described the transaction as a "bargain struck
at arms length by the parties", with benefits and consideration
flowing back and forth between the parties much the same as in
any comrmercial relationship. However, the Commission determined
that the IR4C proposal did not present the possibility of
characterizing the amounts received by the RNC and the services
renuerec by the banks as bargained for consideration rather tLan
contributions from the banks in violation of 2 U.S.C. § 441b.
Fundamental to the Comrlmission's conclusion tnat the plan would
result in a violation of the Act was its recognition of the
distinction between income that a political committee might produce
using tangible assets and, "the use of a political organization's
gooc will anu the reputation of its nationl leader-ship to promote
a commercial enterprise in exchange for a share of the income
realized or anticipated by thie cormuLercial enterprise." AO 1979-17,
pg. 5-6.
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In the present transaction, the R.N.C. granted the Corporation
the exclusive right to mint and market commemorative medals bearing
the likeness of the candidates as the R.N.C. 's campaign symbol
and authorized the corporation to make reference to the R.N.C. 's
desigjnation of the medals as the "Official Presidential Campaign
Medals of the Republican National Committee" in advertising materials.
In so doing, the R.N.C., in essence, sold its good will and the
reputation of its national leadership to the corporation in exchange
for a share of the income realized or anticipated. As such, the
payments made by the Corporation, as in the "credit card program,"
supra, cannot be viewed simply as bargained for consideration but
rather constitute contributions in violation of § 441b of the Act.

Alternatively, the present transaction may be analyzed in light
of the Commission approach in Advisory Opinion 1976-50. In that
opinion, a corporation was authorized to produce ana market a
shirt bearing a candidate's name. The corporation would pay all
expenses to produce and sell the shirts and would remit $1 of the
$7.98 purchase price as a political contribution by the purchaser
to the candidate's campaign. The Commission concluded that the
proposed commercial arrangement was prohibited by 2 U.S.C. S 441b
in that the corporation was advancing funds to produce and market
campaign materials with a portion of the proceeds paid over to the
candidate. In the present transaction, the Corporaton produced
the medals, spent $100,000 on acivertising the Republican National
Committee ana Democratic National Committee medals, and utilized
their list of established collectors, thereby advancing funds and
contributing valuable services to the Committee in violation of

441b of the Act.

Finally, it should be notea that the narrow exception
r2 recognized by the Commission in Advisory Opinion 1978-46 is

inapplicable to the present transaction. In that opinion, the
Commission, after analyzing the question of whether amounts paid
by corporate advertisers in convention programs and publications
of a political party could be treated as commerical transaction,
rather than political contributions, the Commission held that such
proceeds were contributions and prohibited under 2 U.S.C. § 441b,
although they could be placed in a separate bank account of a non-
feaeral political party committee for use only in state and local
elections if permitted by state law. liere, the Committee aeposited
the two checks received from the Corporation into its operating
account, which the Committee usea for federal campaign purposes.

Though the R.N.C. is in violation of 2 U.S.C. § 441b(a) for
accepting a corporate contribution from the Franklin Miint, and
the Franklin Pint is in violation of 2 U.S.C. § 441b(a) for making
a corporate contribution, it must be added, not as a defense, but
in mitigation of the R.N.C. 's actions, that at the time of the making
of the contract (August 27, 1976) between the Franklin LMint and
the R.N.C., the Commission had not determined that a royalty paid
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by a corporation to a political committee is a corporate contri-
bution. In fact, at the time of the making of the contract, the
only aavisory opinion issued concerning the receipt of a contri-
bution by a political committee from the sale of goods and services
was AO 1975-15 that allowed a political committee (the Wallace
Committee) to raise contributions through the sale of campaign
items. It was not until AO 1976-50, decided on September 2, 1976,
that the Commission ever questioned the propriety of a contribution
raised through the sale of goods and services, and it was not until
AO 1979-17 that the Commission finally decided that the sale of a
political organization's goodwill and reputation to a corporation
resulted in a corporate contribution in contravention of 2 U.S.C.

441b(b)(2).

It is for the reasons mentioned, supra, that the Office of
General Counsel recommends that the Commission find reason to
believe that the R.N.C. violated 2 U.S.C. S 441b(a) for accepting
a corporate contribution from the Franklin Mint, but take no further
action. In addition, the Office of General Counsel recommends that
the Commission find reason to believe that the Franklin Mint violated
2 U.S.C. S 441b(a) for making a corporate contribution to the R.14.C.,
but take no further action.

II. The Acropolis Books Ltd., Royalty Payment

The R.N.C. listed on its reports two checks in the amount of
$1,050.25 and $2,145.50 received from Acropolis Books Ltd., (Acropolis),
a corporation. These checks were received as part of an agreement
entered into between tlhe R.N.C. and Acropolis on August 25, 1975,
whereby the R.N.C. would receive a royalty payment for each copy
sold of a14 t REPUBLICAN HUMOR BOOK.

In section I of the report we analyzed that the Franklin
flitits royalty payzients were not a corporate contribution; that
analysis fits the situation here. Therefore, the Office of
General Counsel recommends that the Commission find reason to
believe that the R.N.C. violated 2 U.S.C. § 441b(a) for receiving
a corporate contribution, but take no further action. In addition,
the Office of General Counsel recommends that the Commission find
reason to believe that Acropolis violated 2 U.S.C. § 441b(a) for
making a corporate contribution, but take no further action.

III. Sale of Goods and Services

From January of 1976 through March of 1979, the R.N.C. deposited
into its operating account funds in the amount of $24,206.48 it
received from some six of six corporations and one labor organization.
These funds were received in exchange for goods and services, such
as books, seminars, arid computer services sold by the R.N.C. to
the corporations and the labor union. It is the R.N.C. 's contention
that these receipts are not contributions, but reimbursements for
the production costs of goods and services it provided.
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These corporate and labor union receipts raise the specific
issue of the applicability of 2 U.S.C. S 441b(a) which provides
that:

It is unlawful for any . . . corporation whatever
. . . to make a contribution or expenditure in
connection with any election to . . • [Federal]
office.

The term "contribution or expenditure" is defined in 2 U.S.C.
§ 441b to include:

• . . any direct or indirect payment distribution,
loan, advance, or gift of money or any services
or anything of value . . . to any candidate,
campaign committee, or political party or organi-
zation, in connection with any election to [Federal
office] . .

It appears that the above payments to the R.N.C., even if
to defray the expenses incurred by the R.N.C., are contributions
to R.N.C. under the Act. The Commission has previously stated
that the mere fact a person receives something of value in return

- does not in and of itself render a payment made to a political
committee a commercial sale rather than a political contribution.
Moreover, even if the primary purpose of the RNC in selling the
goods and services in question is cost recovery or loss reduction,
the amount of the payment by the purchaser still results in a contri-
bution to the R.N.C., since the R.N.C. is receiving funds that will
be available for its political purpose. (See AO's 1979-76, 1979-17,
1978-46, 1975-15. Even if the Commission views these payments as
a commercial transaction because of the fact something was received
in return for the payment of money to a political committee,
to the extent the amount charged exceeds actual costs of the
R.N.C., it is a contribution. See 11 C.F.R. S 100.4(a)(l)(iii)

CIO (A) anu AO's 1979-18, 1976-22. 3/

Though the funds the R.N.C. received from the corporations
Ar and the labor union are, for the reasons mentioned above prohibited

corporate and labor contributions, it should be added, not as a
defense, but in mitigation of the R.N.C. 's acceptance of these
prohibited contributions, that a majority of these contributions
are under $50.00. Moreover, it does not appear that the R.N.C.
was deliberately attempting to avoid the provisions of 2 U.S.C.
§ 441b, but simply attempting to recoup its out of pocket costs
it incurred in producing the goods and services in question.
Nonetheless, it is the Office of General Counsel's recommendation
that the Commission fino reason to believe that the R.1W.C. violated

3/ The . was unable to establish actual costs of the goods
and services it sold.



- 8 -

2 U.S.C. 441b(a) for receipt of the corporate ana labor contri-
butions.4/

In addition to the R.N.C. 's receipt of prohibited contributions
tror the corporations and the labor union, the R.N.C. failed to list
the receipt of the funds in question as contributions on its reports
pursuant to 2 U.S.C. § 434(b)(2) and 2 U.S.C. § 434(b)(3). There-
fore, the Olfice of General Counsel recommends that the Commission
find reason to believe that the R.N.C. violated 2 U.S.C. § 434
(b)(2) and 2 U.S.C. § 434(b)(3).

Based on the foregoing analysis, the Federal Election Commission
has found:

1. Reason to believe that tile R.14.C. violated 2 U.S.C. S 441b(a)
for accepting a corporate contribution from the Franklin Mint,
but take no Lurther action.

2. Reason to believe that the R.14.C. violated 2 U.S.C. 441b(a)
for accepting a corporate contribution from Acropolis Books
Ltd., but take no further action.

3. Find reason to believe that the R.N.C. violated 2 U.S.C.
441b(a) for accepting corporate contributions from 66

corporations and one labor union.

4. Find reason to believe that the R.N.C. violated 2 U.S.C.
§ 434(b)(2) and 2 U.S.C. S 434(b)() for failing to list the
receipt or the contributions in question on its reports.

4,' Unlike the royalty payments, whiich were one tine transactions
that have nut been repeated, the sale of goods and services by the
h,[.C. has been an ongoing occurrence. Furthermore, the R.N.C.
cocid avoid violating the Act by ". . . establish[ing] and administer
[incjj separate, segregated bank accounts through an auxiliary
orcanization of thle national party which accounts could be used
Lor the aUosit and disbursement of tunds designatea specifically
and exclusively to finance national party activit,', limited to
intluencing the nomination or election of candidates for public
oLtice other than elective Federal office." See -.O 1979-17 pg. 7.
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FEDERAL ELECTION COMMISSION
WASHINCTON, D C. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Charles L. Andes, Chairman
Franklin Mint Corporation
Franklin Center, Pa 19041

Re: MUR 1180

Dear Mr. Andes.

On , 1980, the Commission found reason to
believe that your company violated 2 U.S.C. § 441b of the
Federal Election Campaign Act of 1971, as amended ("the Act")
or Chapters 95 and 96 of Title 26; U.S. Code in connection
with the above captioned matter. However, after considering
the circumstances of this matter, the Commission has determined
to take no further action and close its file in this matter.
This matter will be made part of the public record within 30
days. Should you wish to submit any materials to appear on
the public record, please do so within 10 days.

The Commission reminds y'ou that the making of a corporate
contribution nevertheless appears to be a violation of 2 U.S.C.
§ 441b and you should take iramrediate steps to insure that this
activity does not occur in the future.

A report on the Commission's finding is attached for your
inf ormation.

r -i

If you have any questions regarding this matter, please call
William Taylor, the attorney assigned to this case at (202) 523-
4529.

Sincerely,

Charles N. Steele
General Counsel



FED*RL ELECTION COMMISSION

NOTIFICATION OF REASON TO BELIEVE FINDING

DATE____ _____ MUR. NO. 1180
STAFF MEMBER(S) & TEL. NO.

Taylor
RESPONDENT Franklin Mint

202-523-4529

SOURCE OF MUR: I N T E R N A L L Y G E N E R A T E D

BACKGROUND

This matter was referred to the Office of General Counsel by
the Audit Division and is based on an audit of the Republican
National Committee ("RNC") covering the period of January 1, 1976

r% through March 31, 1979.

On September 8, 1976, the R.N.C. deposited in its operating
account a check for $20,000 from the Franklin Mint Corporation,
and in July of 1979 deposited in its operating account another check
for $8,705.00 both from the Franklin Mint Corporation 1/. When the
Audit staff inquired about the first check, the committ ee explained
that it was a royalty payment resulting from an agreement entered
into during August of 1976 with the Franklin Mint Corporation ("the
Corporation") for the use of the Republican party's campaign symbol:

r The R.N.C. provided the Audit staff with a copy of the agreement,
which contains the following terms:

a) The Corporation would offer for sale gold and silver
medals in four different forms, all of which would
bear a reproduction of the Republican Presidential
and Vice-Presidential candidates on the obverse and
the party's campaign symbol on the reverse.

b) The Corporation would offer the medals for sale to the
general public and to its established collectors
commencing in September of 1976 by means of direct
mail and publication advertising with a closing date
for acceptance of orders of November 2, 1976.

1/ The second check was received after the audit had been conducted.
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c) The Corporation would spend an aggregate of $100,000

for publication advertising of the Republican and

Democratic Presidential campaign medals. Any increase

in this advertising budget would be subject to the

Committee's approval.

d) The R.N.C. would agree to designate the medals as the

official Presidential Campaign Medals of the Republican

National Committee and would authorize the Corporation

to make reference to this designation in its advertising

materials.

e) In consideration of the R.N.C.'s agreement, the corporation

would.

1) Pay the R.N.C. royalty of 15% of the net sales of

the Campaign Medals with a minimum guaranteed royalty

of $30,000.

2) Provide to the R.N.C. at no charge a quantity of

medals with a retail value of $5,000. 2/

f) The R.N.C. would grant the corporation the exclusive right

to mint and/or sell the Official 1976 Presidential Campaign

Medals of the Republican National Committee, and would

further provide for certifications to the media concerning

the corporation's advertising of the medals as required
under applicable Federal law.

g) The R.N.C. agreed to the Corporation's proposal but

reserved the right to have prior approval of the design.

FACTUAL BASIS AND LEGAL ANALYSIS
C-

Franklin Mint Royalty Payment

The Franklin Mint Corporation is a corporation duly organized

under the laws of the state of Delaware. See Franklin Mint

Corproation v. Franklin Mint, Ltd., 360 F. Supp. 478 (1973). Thus,

the campaign medals transaction raises the specific issue of the

applicability of 2 U.S.C. § 441b(a), which provides that:

It is unlawful for any . . . corporation whatever"

to make a contribution or expenditure in connection

with any election to . . . [Federal] office.

2/ The R.N.C. was uncertain whether the $5,000 worth of medals

had ever been received, and the audit staff found no indication

in the R.N.C.'s records that the medals were received.
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The term "contribution or expenditure" is defined in

2 U.S.C. § 441b to include:

- . . any direct or indirect payment distribution, loan,
advance, or gift of money or any services or anything
of value . . to any candidate, campaign committee, or
political party or organization, in connection with any
election to . . . [Federal office] . . .

Section 441b(b)(2) contains a narrow exception for loans made
by national of State banks in accordance with banking laws and in
the normal course of business. There is no other explicit statutory
exception from § 441b(a) that would permit a political party organi-
zation to view payments from a corporation or national bank as
consideration for services rendered rather than as prohibited contri-
butions.

The Commission in its regulations has recognized that funds of
a political committee could be invested and earn income. See 11
C.F.R. § 103.3(a). Similarly, the Commission has permitted the sale
or lease of a committee's contributor list (AO 1979-18) and the sale
of excess equipment and supplies acquired in the course of the campaign
(AO 1.979-24), provided that corporate purchaser or lessees pay the
usual and normal charge for the goods or services provided by the
committee. See also 11 C.F.R. § 100.7(a)(l)(iii)(A) and (B) (1980
regulations).

The present transaction, however, is similar in many respects
to the proposed "credit card program" previously considered by the
Commission in Advisory Opinion 1979-17. In that opinion request,
the Commission considered several alternative plans under which the
Republican National Committee would provide the prestige of its name,
the loyalty of its members, the endorsement of its leadership and the
use of its membership lists to several banks issuing credit cards
such as a VISA card. As a result, the issuing banks would be able
to expand their card holder base. In exchange, the banks would
provide the RNC with either (a) the exclusive use of the monthly
statement as a vehicle for mailing RNC educational/promotional
materials to RNC credit card holders, (b) a one-time payment
for each RNC card issued or account activited as a result of the
solicitation, or (c) a negotiated fee on a monthly basis representing
a percentage of either total. card holder sales or the finance charge
balance on RNC credit card accounts. The opinion request described
the transaction as a "bargain struck at arms length by the parties",
with benefits and consideration flowing back and forth between the
parties much the same as in any commercial relationship. However,
the Commission determined that the RNC proposal- did not present the
possibility of characterizing the amounts received by the RNC and
the services rendered by the banks in violation of 2 U.S.C. § 441b.
Fundamental to the Commission's conclusion that the plan would result
in a violation of the Act was its recognition of the distinction
between income that a political committee might produce using
tangible assets and, "the use of a political organization's good will
and the reputation of its national leadership to promote a commercial
enterprise in exchange for a share of the income realized or anticipated
by the commercial enterprise." AO 1979-17, pg. 5-6.



- 4-

In the present transaction, thle R.U.C. granted the Corporation
tile exclusive right to mint and market commemorative medals bearing
the likeness of the candidates as the R.N.C. 's campaign symbol
anIf authorized the corporation to make reference to the Committee's
dosignation of the medals as the "Ofticial Presidential Campaign
Menals of the Republican National Committee" in advertising materials.
In so doing, the R.N.C., in essence, sold its good will and the
reputation of its national leadership to the corporation in exchange
for a share of the income realized or anticipated. As such, the
payments made by the Corporation, in the "credit card program,"
supra, cannot be viewed simply as bargained for consideration but
rather constitute contributions in violation of 441b of the Act.

Alternatively, the present transaction may be analyzed in light
of the Commission approach in Advisory Opinion 1976-50. In that
opinion, a corporation wss authorized to prouduce and market a
shirt bearing a candidate's name. The corporation would pay all
expenses to produce ano sell the shirts and would remit $1 of the
7.98 purchase price as a political contribution by the purchaser

to t1he candiaate's campaign. The Commission concluded that the
proposed commercial arrangement was prohibited by 2 U.S.C. 9 441b
in that the corporation was advancing funds to produce ana rarket
campaign materials with a portion of the proceeds paid over to the
candidate. In the present transaction, the Corporation produced
the medals, spent $100,000 on advertising the Republican National
Committee and Democratic National Committee medals, and utilized
their list of established collectors, thereby advancing funds and
contributing valuable services to the Committee in violation of
441b of the Act.

Finally, it should be notea that the narrow exception
recognized by the Commission in Advisory Opinion 1978-46 is
inapplicable to the present transaction. In that opinion, the
Commission, after analyzing the question of wheth~er am, ounts paid
by corporate advertisers in convention programs ann publications
of a political party could be treated as commercial transaction,
rather than political contributions, the Commission held that such
proceeas were contributions and pronibited under 2 U.S.C. S 441b,
although they could be placed in a separate bank account of a non-
federal political party committee for use only in state and local
elections if permitted by state law. Here, the Committee deposited
the two checks received from the CoLporation into its operating
account, which the Committee used for federal camjpaign purposes.

Though the R.N.C. is in violation of 2 U.S.C. & 441b(a) for
accepting a corporate contribution from the Franklin Nint, ana
tie Franklin .iint is in violation of 2 U.S.C. § 441b(a) for making
a corporate contribution, it must be addeu, not as a defense, but
in mitigation of the R.N.C. 's actions, that at the time of the making
ot tihe contract (August 27, 1976) between the Franklin Lint ana
the R.P.C., the Comission had not deter1mineC that a royalty paid
by a corporation to a political commtitee is a corporate contri-
bution by a political committee from the sale of goocs and services
was AO 1975-15 that ailowed a political coimittee (the Wallace
Comrmittee) to raise contributions thLougn the sale of campaign



itemls. It was not until AO 1976-50, decided on September 2, 1976,
thdt the Commission ever questioned the propriety of a contribution
rai ;tac through the sale ot goods and services, and it was not until
hO 1,79-17 that the Commission finally decided that the sale of a
poiitica organization's goodwill and reputaton to a corporation
resulted in a corporate contribution in contravention of 2 U.S.C.

441b(b)(2).

It is Lor the reasons mentioned, supra, that the Office of
General Counsel recommends that the Commisison find reason to
beIe!vC that the R.i .C. violated 2 U.S.C. b 441b(a) for accepting
a corporate contribution from the Franklin Mint, but take no further
action. In adaition, the Office of General Counsel recomraends that
tue Coi.mmission find reason to believe that the Franklin Mint violated
2 U.S.C. 4'±ib(a) for making a corporate contribution to the R.U.C.,
but take no further action.

Based on the foregoinj analysis, tne Federal Election Commission
has found:

ieason to believe that the Franklin Mint violated 2 U.S.C. 441L
(a)for making a corporate contribution to the R.N.C., but take
no turtlher action.

1f

- 5 -



i FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

CL R'l AFI _ MAIL
RTRUL RCIPI11 REQUESTLD

1-r. A1 Hfackel, Prcsident
Acropolis Books Ltd.
2400 17th btreet, N.W.
Washington, D.C. 20009

Re: NiUR 1180

Dear iMr. Hackel:

On , 1980, the Coimission found reason to
believe that your company violated 2 U.S.C. § 441b of the
Federal Election Campaign Act of 1971, as amendeu ("tile Act")
in connection with the above captioned matter. however,
after considering the circumstances of this matter, the
Comiiishsion has determined to take no further action and close
the .ts file in this matter. This matter will be mace :art
-L t'e puolic record within 30 days. Should you wish to submit

ari ;iaterials to appear on the public record, please uo so
within i0 days.

The Cordi.ission reiainds ,ou tl . the making of a corporate
C- contribution appears to 1,e a vial n of 2 U.S.C. j 441b and

you should take inuaediate stui.C t nsurc tliat this activity
or do-r not occur in the fututc.

A repcit on the Cirni' on'- : ncing is attaclied for your
in foc rat ion.

If you have any questIoIs L Cgag trhis matter, piease
call william L. Talor, tic attcrnty assigneu to mris case at
(2u:) 523-4529.

Sincerely,

Charles N0. Steee
General Counsel



FEDERAL ELECTIOIJ COM IISSION

NOTIFICATION OF REASON TO BELIEVE FINDING

DATL MUR NO. 1180
STAFF MEMBER(S) & TEL. NO.

Taylor
RESPONDENT Acropolis Books Ltd. (202) 523-4529

SOURCE OF LiUl: I N T L R N A L L Y G E 14 E R A T E D

BACKGRCUND

This matter was referred to the Office ot General Counsel by
the Audit Division and is based on an audit of the Republican
National Committee ("RIC") covering the period of January 1, 1976
through March 31, 1979.

On June 22, 1976 and on October 23, 1977, the R.N.C. depositeu
in its operating account two checks in the amounts of $1,050.25
anu $2,145.50 received from Acropolis books, Ltu. (Acropolis). Thu
R.C. reported the checks as "refund/rebates" and not as a contri-
bution. When the auait staff inquired about the checks; the R.N.C.
explained that it was a royalty payment resulting fron an agreement
enterea into on August 25, 1975 for the sale ot a book called
REPUBLICAIJ HUMOR DOOK.

FACTUAL BiSIS AND LLG4L ANALYSIS

The R.N.C. listed on its reports two checks in the amount of
C" $1,050.25 and $2,145.50 received from Acropolis Books Ltd., (Acropolis),

a corporation. These checks were received as part of an agreement
entered into between the R.N.C. and Acropolis on August 25, 1975,
whereby the R.1J.C. would receive a royalty payment for each copy sold
o THLE RPLPBLICAN IIUfOR B001".

It is unlawful for aniy . . . corporation whatever . . .
to make a contribution or expenditure in connection with
any election to .... [Fecerali office.

The term "contribution or expenditure" is defined in 2 U.S.C.
441b to include:

• . .any direct or indirect payment distribution, loan,
aavaice, or girt of money or any services or anything
ot value. . to any candidate, caimpaign coimittee, or
poiitical party -r organization, in connection with any
clection to . . . [Federa1 ottice] . . .
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The present transaction, is similar in many respects
to the proposed "credit card program" previously considered by
tile Commission in Advisory Opinion 1979-17. In that opinion request,
tile Commission considered several alternative plans under which the
Republican National Committee would provide the prestige of its name,
the loyalty of its members, the endorsement of its leadership and the
use of its membership lists to several banks issuing credit cards
such as a VISA card. As a result, the issuing banks would be able
to expand their card holder base. In exchange, tile banks would
provide the R11C with either (a) the exclusive use of the monthly
statement as a vehicle for mailing RNC educational/promotional
materials to RNC credit card holders, (b) a one-time payment for
each RNC card issued or account activated as a result of the
solicitation, or (c) a negotiatea fee on a monthly basis representing
a percentage of either total card holder sales or the finance charge
balance on RNC credit card accounts. The opinion request described
tile transaction as a "bargain struck at arms length by the parties",
with benefits and consideration flowing back and forth between the
parties much the same as in any commercial relationship. However,
the Commiission determined that the RNC proposal aid not present the
possibility of characterizing the amounts received by the RNC and
the services rendered by the banks as bargained for consideration
rather than contributions from the banks in violation of 2 U.S.C.
- 441b. Fundamental to the Commission's conclusion tihat thie plan
would result in a violation of the Act was its recognition of the
distinction between income that a political committee might produce
using tangible assets arid, "the use of a political organization's
tgood will ana the reputation of its national leadership to prorote
a commercial enterprise in exchange for a share of the income
realized or anticipated by the commercial enterprise." AO 1979-17,
pg. 5-6.

In the present transaction, Acropolis maae royalty payments
to the R.N.C. for each copy sold of TH1E RLPUBLICAN HUMOR BOOK, ana
in return for these royalty payments, the R.N.C. alloweu its name
to be used and assisted in promoting tile book. In so doing, the
R.N.C., in essence, sold its gooI will and the reputation of its
national leacership) to the corporation in exchange for a share of
the incoLe realized or anticipated. As such, the payments maue
by Acropolis, as in the "credit card program", supra, cannot be viewed
simply as bargained for consideration, but rather constitute contri-
butions in violation of ) 441b of the Act.

Though, Acropolis is in violation of 2 U.S.C. b 441b(a) for
making a corporate contribution to the R.N.C., it must be added,
not as a defense, but in mitigation of the facts presented, that at
the tittne of the making of the contract (August 27, 1975), the
Commission had not determined that a royalty paiu by a corporation
to a political commrittce is a corporate contribution. In fact, at
the time of the 2akinc of the contract, the only acivisory opinion
issuen cOncerning the receipt of a contribution by a political
conmittee for the sale or goodus ana services was Au 1975-15 that
alloweQu a political committee (the Wallace Cournittee) to raise
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contributions through tite sale of campaign items. It was not
until AO 1976-50, decided on September 2, 1976, that the Commission
even questioned the propriety of a contribution raised through the
saie of goods and services, and it was not until AO 1979-17 that
the Commission finally decided that the sale of a political organi-
zations good will and reputation to a corporation resulted in a
corporate contribution in contravention of 2 U.S.C. § 441b(b)(2).

Based on the foregoing analysis, the Federal Election Commission
has found reason to believe that Acropolis Books Ltd. violated
2 U.S.C. 441b(a) for making a corporate contribution to the R.N.C.
but take no £urther action.



FEDERAL ELECTION COMMISSION
WASHINGTON D C 20-4h3

CERTIFIED 4AIL
RETURN RECEIPT REQUESTED

Mr. Douglas Lailey
Bailey Deurdouff and Associates, Inc.
60720 Old NcLean Village Drive
iicLean, Va 4'2l0l

Re: NUR 1180

Dear Mr. Bailey:

On , 1980, the Comraission found reason to
believe that your company violated 2 U.S.C. § 441b of the
Federal Election Campaign Act of 1971, as amended ("the Act")
in connection with the above captioned matter. However, after
considering the circutstances ot this matter, the Commission
has determined to take no further action and close its file in
this matter. This matter will be made part of the public record
within 30 days. Should you wish to submit any materials to
azupear on the public recora, please do so within 10 days.

The Commiission reminds you that the making of a corporate
contribution nevertheless appears to be a violation of 2 U.S.C.
§ 441b and you should take immeaiate steps to insure that this
activity does not occur in the future.

A report on the Commission's finding is attached for your
information.

If you have any questions regarding this matter, please
call William Taylor, the attorney assigned to this case at
(202) 523-4529.

Sincerely,

Charles U. Steele
General Counsel
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Based on the foregoing analysis, the Federal Election
Commission has found reason to believe that Bailey Deurdouff
Assoc. Inc. violated 2 U.S.C. S 441b, but has decided to take
no further action.

"i-



FEDERAL ELECTION COMMISSION

NOTIFICATION OF REASON TO BELIEVE FINDING

DATE MUR NO. 1180
STAFF MEMBER(S) & TEL. NO.

Taylor

RESPONDENT Bailey Deurdouff Assoc.
Inc. (202) 523-4529

SOURCE OF MUR: I N T E R N A L L Y G E N E R A T E D

LACKGROUND

The records of the Republican National Committee (R.N.C.) show

that the R.N.C. received funds from Bailey Deurdouff Assoc. Inc.

(Bailey Deurdouff) in the amount of $750.00 for pips listings

purchased by Bailey Deurdouff from the R.N.C.

FACTUAL BASIS AND LEGAL ANALYSIS

It is unlawful for any . . . corporation whatever

• a . to make a contribution or expenditure in

connection with any election to . . . [Federal]

office. 2 U.S.C. § 441b(a).

The term "contribution or expenditure" is defined in 2 U.S.C.

- 441b to include:

any direct or indirect payment distribution,
loan, advance, or gift of money or any services or

anything of value . . . to any candidate, campaign

committee, or political party or organization, in

connection with any election to [Federal office] . . .

The funds received by the R.N.C. from Bailey Deurdouff are

contributions made by R.N.C. even if the contributors received

something of value. See AO's 1979-76, 1979-17, 1978-46 and 1975-

15. It should be added that the evidence indicates that the

corporation did not realize they were mlaking a contribution in

contravention of 2 U.S.C. i 441b, but believed they were involved

in an arm's length business transaction. Moreover, if the R.N.C.

had deposited the funds received in these transactions in bank

accounts opened and used only for acitivites not within the

jurisdiction of the Act, there would be no prohibited contributions

under 2 U.S.C. § 441b. See AO 1979-17, pg. 7.



FEDERAL ELECTION COMMISSION
WAASHINGTON. D.C 204b3

CERTIFIED MAIL

RETUI.U RECEIPT REQUESTED

mr. David M. Serotkin
48 North Walnut Street

Mount Clemens, Michigan 48048

Re: MUR 1180

Dear '.1r. Serotkin:

Based on information ascertained in the normal course

of carrying out its supervisory responsibilities, the Federal

Election Commission, on October , 1980, found reason to

believe that the Republican National Committee violated

2 U.6.C. 41a(f). A report on the Commission's finding is

attached for your information.

-n the absence of any additional information which

ue.--onstrates that no further action should be taken against

your committee, the Comraission may find probable cause to

believe that a violation has occurred and proceed with formal

conciliation. Please submit any factual or legal material that

you believe to be relevant within ten (10) days. Of course,

this cces not preclude the settlement of this rmatter through

informal conciliation prior to a finding of probable cause to

believe, if you so uesire.

Should you have any questions regarding this matter, please

call William E. Taylor, the attorney assigned to this case at

(202) 523-4529.

Sincerely,

Charles N. Steele
General Counsel



FWRAL ELECTION COMMISSION 0

NOTIFICATION OF REASON TO BELIEVE FIINDING

DATE __UR NO. 1180
STAFF MEMBER(S) & TEL. NO.
William Taylor

RESPONDENT The Serotkin for Congress
Committee (202) 523-4529

SOURCE OF MUR: I N T E R N A L L Y G E N E R A T E D

BACKGROUND

For the 1976 Congressional election, the Republican National

Committee (R.N.C.) set up approximately 800 telephone banks ("phone

banks") throughout the country for the purposes of identifying

voters who would vote for certain selected Republican candidates.
Among those candidates chosen by the R.N.C. for assistance was

Mr. Serotkin, a candidate for Congress from Michigan's 12th
Congressional District; a total of $14,890 was expended on behalf
of Mr. Serotkin's candidacy by the R.N.C.

FACTUAL BASIS AND LEGAL ANALYSIS

The R.N.C. was limited, pursuant to 2 U.S.C. § 441a(d) of the
prior Act, to expending $10,910.60 i/ on behalf or Republican

candidates for tile House of Representatives who were the party's

nominee in the general election. Mr. Serotkin was one of the

candidates the R.N.C. made expenditures on behalf of and did so
in the amount of $14,b9O.0U.

The R.N.C. in expending $14,890.00 maoe an excess in-kind

contribution in the amount of $3,908.00 to Mr. Serotkin's principal
campaign committee, The Serotkin for Congress Committee (the

Committee), and the acceptance of this excess in-kind contribution
by the committee was in violation or 2 U.S.C. b 441a(f). Upon
realizing tht it had made an expenditure in excess or 2 U.S.C.

441a(d), the R.N.C. requested that the committee refund $3,908.00,
the excess amount expended by the R.N.C., but the committee refused.

based on the foregoing analysis, the Federal Election Commission
has found reason to believe that the Serotkin for Conuress Committee
violated 2 U.S.C. 441a(f) for accepting an excess contribution.

I/ The $10,000 limitation or 2 U.S.C. b 441a(d) of the former Act
was adjusted to 10,910.00 for the 1976 election. See the Federal
Election Commission Record Vol. 2, No. 6 June 28, 1976.
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FEDERAL ELECTION COMMISSION
\ASHINGTON, DC 20463

CERTIFILD MAIL
RL TU11iJ RECEIPT RLQUESTED

fir. Robert Teeter, President
Market Opinion Research
28 West Adams Street
Detroit, Llichican 4822b

Re: MUR l1bO

Dear Mr. Teeter:

On , 1980, the Commission found reason to
believe that your company violated 2 U.S.C. § 441b of the

* Federal Election Campaign Act of 1971, as amenoed ("the Act")

in connection with the above captioned matter. however, after

considering the circumstances of this ratter, the Commission

has iuteriniined to take no further action and close its file

in this '.1atter. This matter will be made part ct the public
reco-ci v ithin 30 days. Shouid you wish to submit any materials
to appear on the public record, please do so within 10 days.

The Commission reminds you that the making of a corporate
contribution nevertheless appears to be a violation of 2 U.S.C.

- 44ib and you should take immediate steps to insure that this
activity aoes not occur in the future.

A report on the Commission's finuing is attached for your
intormat ion.

It you have any questions regarding this matter, please call
wvilliam L. 'Iayior, the attorney assigned to this case at (202)
523-4529.

Sincerely,

Charies N. Steele
General Counsel



FEDERAL ELECTION COMMISSION

NOTIFICATION OF REASON TO BELIEVE FINDIJG

DATE MUR NO. 1180
STAFF MEMBER(S) & TEL. NO.
Taylor

RLSPONDENT Market Opinion Research, Co. (202) 523-4529

SOURCE OF NUR: I 14 T E R N A L L Y G E N E R A T E D

BACKGROUND

The records of the Republican National Committee (R.N.C.)
show that the R.N.C. received funds from Market Opinion Research
Co (Market Opinion) in the amount of $800.00 for list samples
purchased by Market Opinion for the R.N.C.

FACTUAL BASIS AND LEGAL ANALYSIS

It is unlawful for any . . . corporation whatever
S9 . .to make a contribution or exl<mnditure in
connection with any election to . . . [Federal]
office. 2 U.S.C. § 441b(a).

The term "contribution or expenditure" is defined in 2 U.S.C.
441b to include:

. . .any direct or indirect payment distribution,
loan, auvance, or gift of money or any services
or anything of value . . . to any candidate,
campaign committee, or political party or organi-
zation, in connection with any election to [Federal
office] . . .

The funds received by the R.N.C. from the Market Opinion are
contributions made by Market Opinion to the R.N.C. even if the
contributors received sormething ot value-. See AO's 1979-76, 1979-
17, 197b-46 and 1975-15. It should be added that the evidence
inaicates that the corporation did not realize they were making a
contribution in contravention of 2 U.S.C. § 441b, but believed they
were involved in an arm's length business transaction. Moreover,
if the R.L.C. had deposited the funds received in these transactions
in bank accounts opened and used only for activities not within tuie
jurisdiction of the Act, there would be no prohibited contributions
under 2 U.S.C. 441b. See AO l1979-17, pg. 7.
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Based on the foregoing analysis, the Federal El~ection
Commission has found reason to believe that Mlarket Opinion
Research Co. violated 2 U.S.C. § 441b, but has decided to
take no further action.



FEDERAL ELECTION COMMISSION

WASHINGTON, D.C 204b3

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

-Pir. Jay Bruce lackey, President
Envelopes Unlimited Inc.
649 Nocth Homaer Lane
Rockville, Md. 20850

Re: 'iUR 1180

Dear 'ir. Mackey:

On 1980, the Commission founa reason to
believe that your company may have violated 2 U.S.C. § 441b
of the Feaeral Election Campaign Act of 1971, as amended
("the Act") in connection with the above captioned matter.
However, after conisi6ering the circumstances of this riatter,
the Commission has determined to take no further action and
close its file in this matter. This matter will be made
part of the public record within 30 days. Should you wish
to submit any materials to appea- on the public record,
please ao so within 10 days.

Tne Coimissioii reminds you that the making of a corporate
contribution nevertheless appears to be a violation of 2 U.S.C.
S 441b and you should take immediate steps to insure that this
activity does not occur in the future.

A, report on tle Commission's finding is attached for your
iniormation.

Ii you have any questionis regarding this matter, please
call William Taylor, the attorney assicjnea to this case at
(202) 523-4529.

Sincerely,

Charles U. Steele
General Counsel



FEDERAL ELECTION COMMISSION

NOTIFICATION OF REASON TO BELIEVE FINDING

DATE MUR NO. 1180
STAFF MEMBER(S) & TEL. NO.
_Taylor

RESPONDENT Envelopes Unlimited Inc.
(202) 523-4529

SOURCE OF MUR: I N T E R N A L L Y G E N E R A T E D

BACGROUND

The records of the Republican National Committee (R.N.C.)
show that the R.Lt.C. received funds from Envelopes Unlimited Inc.

P1f_. (Envelopes Unlimited) in the amount of 812.50 for computer

services provided by the R.N.C. to Envelopes Unlimited.

FACTUAL BASIS AND LEGAL ANALYSIS

It is unlawful for any . . . corporation whatever
. . . to make a contribution or expenditure in
connection with any election to . . . [Federal]
office. 2 U.S.C. 5 441b(a).

The term "contribution or expenditure" is defined in 2 U.S.C.
§ 441b to include:

. . . any direct or indirect payment distribution,
loan, advance, or gift of money or any services
or anything of value . . . to any candidate,
campaign committee, or political party or organi-
zation, in connection with any election to [Federal
office] . . .

The funds received by the R.N.C. from Envelopes Unlimited

are contributions made by Envelopes Unlimited to the R.N.C. even

if the contributors received something of value. See AO's 1979-
76, 1979-17, 1978-46 and 1975-15. It should be added that the
evidence indicates that the corporation did not realize they
were making a contribution in contravention of 2 U.S.C. § 441b,
but believed they were involved in an arm's length business
transaction. Moreover, if the R.N.C. had deposited the funds
received in these transactions in bank accounts op.ened and used
only for activities not within the jurisdiction of the Act, there

would be no prohibited contributions under 2 U.S.C. § 441b. See
AO 1979-17, pg. 7.



Based on the foregoing analysis, the Federal Election
Commission has found reason to believe that Envelopes Unlimited
Inc. violated 2 U.S.C. S 441b, but has decided to take no further
action.

. . ,



FEDERAL ELECTION COMMISSION

WASHINGTON. D C. 204b3

CERTIFILD MAIL
RETURN RECEIPT REQUESTED

Dr. A. Goodwin, Director
American Iviedical Laboratories, Inc.
11051 :lain Street
Fairrax, Virginia 22030

Re: NUR 1180

Dear Dr. Gcoawin:

On , l-A0, the Commission found reason to

believe that your company violated 2 U.S.C. S 441b of the

Federal Election Campaign Act of 1971, as amended ("the Act")

in connection with the above captioned matter. However, after

considering the circumstances of this matter, the Commission
has oeternined to take no further action ar[d close its file in

this matter. This matter will be made part of the public record

within 30 days. Should you wish to submit any materials to
appear on the public record, please do so within 10 days.

The Comi.-Assion reminds you that the making of a corporate
contribution nevertheiess appears to be a violation of 2 U.S.C.

44ib and you should take immediate steps to insure that this
activity does not occur in the future.

A report on the Commission's finding is attached for your
*: information.

If you hae any questions regarding this matter, please
call William L. Taylor, the attorney assigned to this case at
(202) 523-4529.

Sincerely,

Charles N. Steele
General Counsel
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FEERAL ELECTION COMMISSION

NOTIFICATION OF REASON TO BELIEVE FINDING

DAE' MUR NO. 1180
STAFF MEMBER(S) & TEL. NO.
Taylor

RESPONDENT American Medical Laboratories (202) 523-4529
Inc.

SOURCE OF MUR: I N T E R N A L L Y G E N E R A T E D

BACKGROUND

The records of the Republican National Committee (R.N.C.)
show that the R.N.C. received funds from American Medical
Laboratories Inc. (American Medical) in the amount of $11,110.00
for computer equipment purchased by American Medical from the R.W.C.

FACTUAL BASIS AND LEGAL ANALYSIS

It is unlawful for any . . . corporation whatever
. . . to make a contribution or expenditure in

* connection with any election to . . [Feaeral]
office. 2 U.S.C. 441b(a).

The term "contribution or expenditure" is defined in 2 U.S.C.
S 44ib to include:

* . . any direct or indirect payment distribution,
loan, advance, or gift of money or any services

or anything of value . . . to any candidate,

campaign committee, or politicla party or organi-
zation, in connection with any election to (Federal
office] . . .

The funds received by the R.N.C. from American Medical are
contributions made by Arm.erican Medical to the R.N.C. even if the

contributors received something of value. See Ao's 1979-76, 1979-

17, 1978-46 and 1975-15. It should be added that the evidence
indicates that the corporation did not realize they were making a
contribution in contravention of 2 U.S.C. § 441b, but believed
they were involved in an arm's length business transaction. More-
over, if the R.N.C. had deposited the funds received in these
transactions in bank accounts opened anu used only for activities
not within the jurisdiction of the Act, there would be no prohibited
contriLutions under 2 U.S.C. § 441b. See AO 1979-17, pg. 7.



- 2 -

Based on the foregoing analysis, the Federal Election
Commission has found reason to believe tnat American Medical
Laboratories Inc. violated 2 U.S.C. § 441b, but has decided
to take no further action.

4%



FEDERAL ELECTION COMMISSION

WASHINGTON. DC 20463

CERTIFIED NAIL
RETURN RECEIPT REQUESTED

Mr. Robert O'Dell, President
National Direct Mail Services Inc.
4733 Bethesda Avenue
Bethesda, Md 20014

Re: UIR 1180

Dear Mr. O'Dell:

On , 1980, the Commission found reason to
believe that your company violated 2 U.S.C. S 441b of the

Federal Election Campaign Act of 1971, as amended ("the Act")

in connection with the above captioned matter. However, after

considering the circumstances of this matter, the Comraission has

determined to take no further action and close its file in this

matter. '2his --atter will be made part of the public record
within 30 days. Should you wish to submit any materials to
S appear on the puniic record, plcase do so within 10 days.

The Commission reminds you that the making of a corporate
contribution inevertiheless appears to be a violation of 2 U.S.C.

441b and you should take immediate steps to insure that this
activity does not occur in the tuture.

A report un the Commission's finding is attached for your
information.

If you flave any questions regardint this matter, please cail
William L. Taylor, the attorney as;signed to this case at (202)
523-4529.

Sincerely,

Carles N. Steele
Crnelral Counsel



FEDERAL ELECTION COLIIISSION

NOTIFICATION OF REASON F0 BELIEVE FINDING

DATI: MUR O. 1180
STAFF MEMBER(S) & TEL. NO.

Taylor
RESPONDENT National Direct hail

Services Inc. (202) 523-4529

SOURCE OF 1UR: I T E RN A L L Y G E N E R A T E D

BAC1G2ROUND

The records of the Republican National Committee (R.N.C.)
show that zne R.1N.C. receiveu funds from National Direct 1,ail
Services inc. (National) in tne amount of $680.00 for envelopes
the R.N.C. sold to Uational.

FACTUAL BASIS AND LEGAL ANALYSIS

It is unlawful for any . corporation whatever
* . . to .-ake a contriLution or expenditure in
connectsion with any election to . . . [Federal]
office. 2 U.S.C. 5 44ib(a).

The terT. "contribution or expenoiture" is detined in 2 U.S.C.
441b to include:

an direct or incirect payment aistribution,
loan, acvance, or gift of money or any services
or anything of value . . . to any candidate,
campaign comiiuttee, or political party or oryani-
zation, in connection with any election to [Federal
office] . . .

The funos received by the R.N.C. trom National are contributions
made by N4ational to the R.U.C. even if the contributors received
something of value. See AC's 1979-76, 1979-17, 1978-46 and 197-15.
It should be adaed that the evidence indicates that the corporation
diu not rialize they were ra:ing a contribution in contravention
of 2 U.S.C. - 441b, but believed they were involved in an arm's
length business transaction. *-Ioreover, if the R.N .- haca deposited
the tunas received in these zransactions in bank ccounts opened
anu uscer onyi. for activities not within the jurisdiction of the Act,
there wouL - be no [rohiibited contributions under 2 U.S.C. § 441b.
See AC 1979-17, p-- 7.
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Based on the foregoing analysis, the Federal Election
Commission has found reason to believe that National Direct
Mail Services Inc. violated 2 U.S.C S 441b, but has decided
to take no further action.



FEDERAL ELECTION COMMISSION
WASHINGTON. D C. 20463

CERTIFIED MAIL
RETUR RECEIPT RLQUESTED

Mr. t en 1Kendrick, Jr.
Latatel Inc.
3700 Mount Vernon Avenue
Alexandria, Va 22305

Re: MiUR 110

Dear Mr. Kendrick:

On 1980, the Commission found reason to
believe that your company violated 2 U.S.C. § 441b of the
eeaeral Election Campaign Act of 1971, as amended ("the Act")
in connection with the above captioned matter. However, after
considering the circumstances of this matter, the Commission
has determined to take no further action and close its file in
this matter. This matter will be made part of the public record
within 30 days. Should you wish to submit any materials to
appear on the public record, please do so within 10 days.

The Commission reminds you that the making of a corporate
contribution nevertheless appears to be a violation of 2 U.S.C.

441b and you should take immediate steps to insure that this
activity does not occur in the tuture.

A report on the Commission's finding is attached for your
information.

If you have any questions regarding this matter, please
call William Taylor, the attorney assigned to this case at
(202) 523-4529.

Sincerely,

Charles N. Steele
General Counsel



FEDERAL ELECTION COMMISSION

NOTIFICATION OF REASON TO BELIEVE FINDING

D _ATE MUR NO. 1180
STAFF MEMBER(S) & TEL. NO.

Taylor
RESPONDENT Detatel Inc.

(202) 523-4529

SOURCE OF MUR: I N T E R N A L L Y G E N E R A T E D

BACKGROUND

The records of the Republican National Committee (R.N.C.)
show that the R.N.C. received funds from Datatel Inc. (Datatel)
in the amount of $6,521.50 for the sale of computer time by the
R.N.C. to Datatel.

FACTUAL BASIS AND LEGAL ANALYSIS

It is unlawful for any . . . corporation whatever

. . to make a contribution or expenditure in
connection with any election to . . . [Federal]
office. 2 U.S.C. S 441b(a).

The term "contribution or expenditure" is defined in 2 U.S.C.
§ 441b to include:

. . . any direct or indirect payment distribution,
loan, advance, or gift of money or any services
or anything of value . . . to any candidate,
campaign committee, or political party or organi-
zation, in connection with any election to [Federal
office] . . .

The funds received by the R.N.C. from Datatel are contributions
made by Datatel to the R.N.C. even if the contributors received
something of value. See AO's 1979-76, 1979-17, 1978-46 and 1975-15.
It should be added that the evidence indicates that the corporation
dia not realize they were making a contribution in contravention
of 2 U.S.C. § 441b, but believed they were involved in an arm's
length business transaction. Moreover, it the R.N.C. had deposited
the tuna's received in these transactions in bank accounts opened anu
used only for activities not within the jurisdiction of the Act,
there would be no prohibited contributions under 2 U.S.C. § 441b.
See AO 1979-17, pg. 7.
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Based on the foregoing analysis, the Federal Election
Commission has found reason to believe that Datatel violated
2 U.S.C. 441b, but has decided to take no further action.

Cl



FEDERAL ELECTION COMMISSION
WASHINGTON, D.C 20463

CERTIFIED flAIL
RETURN RECEIPT REQUESTED

r*r. Charles J. Wardeiich, President
Cities Services Co.
Cities Service Blog.
Tulsa, Oklahoma 74102

Re: MUR 1180

Dear Mr. Wardelich:

On , 1980, the Corimission found reason to
believe that your comapany violated 2 U.S.C. S 441b of the

"'IT Federal Election Caimpaign Act of 1971, as amended ("the Act")
in connection with the above captioned matter. However, after
considering the circumstances of this matter, the Commission
has determined to take rio further action and close its file
in this matter. This ratter will be made part of the public
record within 30 days. Should you wish to submit any materials
to appear on the public record, please do so within 10 days.

The Commission reminds you that the making of a corporate
contribution nevertheless appears to be a violation of 2 U.S.C.
§ 441b and you should take immediate steps to insure that this
activity does not occur in the future.

A report on the Commission's finding is attached for your
information.

If you have any questions regarding this matter, please
call William L. Taylor, the attorney assigned to this case
at (202) 523-4529.

Sinc rely,

Charles N. Steele
General Counsel



FEDERAL ELECTION COMMISSION

NOTIFICATION OF REASON TO bELIEVE FINDING

DA_____ _NUR NO. 1180
STAFF MEMBER(S) & TEL. NO.

Taylor
RLSLONDE14T Cities Services Corp. (202) 523-4529

SOURCE OF MUR: I N T E R N A L L Y G E N E R A T E D

BACKGROUND

The records of the Republican National Committee (R.N.C.)
show that the R.N.C. received funds from Cities Services Corp.
(Cities Services) in the amount of *1,500.U0 for present lists
purchased by Cities Services from the R.N.C.

FACTUAL BASIS A14D LEGAL ANALYSIS

It is unlawful for any . . . corporation whatever
• • • to make a contribution or expenditure in
connection with any election to . . . [Federal]
office. 2 U.S.C. cj 441b(a).

The term "contribution or expenditure" is definea in 2 U.S.C.
- § 441b to include:

S• . any direct or indirect payment distribution,
loan, auvance, or gift of money or any services
or anything of value . . . to any candidate,
campain committee, or political party or organi-
zation, in connection with any election to [Feueral
oftice] . . .

The funds received by the R.N.C. from Cities Services are
contributions mlade by Cities Services to the R.N.C. even if the
contributors received something of value. See AO's 1979-76, 1979-
17, 1978-46 aid 1975-15. It should be added that the evidence
inuicates that the corporation diu not realize they were makin 9 a
contribution in contravention of 2 U.S.C. § 441b, but believed they
were involvec in an arm's length business transaction. Moreover,
it the R.N.C. had deposited the iunds received in these transactions
in bank accounts opencJA ano used only for activities not within the
jurisuiction of the Act, there would be no prohibited contributions
under 2 U.S.C. L 441b. See AO i 79-17, pg. 7.
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Based on the foregoing analysis, the Federal Election
Commission has found reason to believe that Cities Serices
Corp. violated 2 U.S.C. S 441b, but has decided to take no
further action.

F.,
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FEDERAL ELECTION COMMISSION
WASHING ION, D C 20463

January 29, 1980

MEMORANDUM

TO:

THROUGH:

FROM:

SUBJECT:

CHARLES N. STEELE
GENERAL COUNSEL

ORLANDO B. POTTER/

STAFF DIRECTOR

BOB COSTA

INTERIM AUDIT REPORT -

REPUBLICAN NATIONAL COMMITTEE-EXPENDITURES

Attached please find a copy of the interim audit report
of the Republican National Committee-Expenditures for your
review and comment.

Under the Track B procedures approved by the Commission,
we plan to forward this report to the Commission upon return
of the legal analysis (approximately two weeks from the date
of your receipt of this report).

Should you have any questions, please contact either
Mike Flott or Russell Bruner on extension 3-4155.

Attachment as stated

1 4*6
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FEDERAL ELECTION COMMISSION

INTERIM REPORT OF THE AUDIT DIVISION
ON THE

REPUBLICAN NATIONAL COMMITTEE-EXPENDITURES

I. Background

A. overview

This report is based on an audit of the Republican
National Committee-Expenditures ("the Committee"), undertaken
by the Audit Division of the Federal Election Commission in
accordance with the Commission's audit policy to determine
whether there has been compliance with the provisions of the
Federal Election Campaign Act of 1971, as amended ("the Act").

ffl The audit was conducted pursuant to Section 438(a) (8) of Title
2 of the United States Code which directs the Commission to make
from time to time audits and field investigations with respect
to reports and statements filed under the provisions of the Act.

The Committee registered with the U.S. General Accounting
Office on April 17, 1972, as the Republican National Committee. 1/
The Coni~ttee maintains its headquarters in Washington, D.C.

The audit covered the period January 1, 1976 through
March 31, 1979, the final coverage date of the most recent report
filed by the Committee at the time of the audit. During the
period, the Committee reported a beginning cash balance of
$135,163.67, total receipts of $60,064,650.71, total expenditures
of $59,746,311.52, and a closing cash balance on March 31, 1979
of $453,502.86.

This audit report is based on documents and working
papers which supports each of the factual statements. They form
part of the record upon which the Commission based its decisions
on the matters in the report and were available to Commissioners
and appropriate staff for review.

l/ The Republican National Committee changed its name to the
Republican National Committee-Expenditures on January 12,
1976 in an amendment to its statement of organization
filed with the Commission.
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B. Key Personnel

The principal officers of the Committee during the
period *covered by the audit were Ms. Mary Louise Smith, Chairman,
from January 1, 1976 through January 14, 1977; Mr. William E.
Brock, Chairman, from January 15, 1977 to the present; and Mr.
William J. McManus, Treasurer, from January 1, 1976 to the present.

C. Scope

The audit included such tests' as verification of total
reported receipts, expenditures and individual transactions;
review of required supporting documentation and analysis of

Committee debts and obligations; and such other audit procedures

as deemed necessary under the circumstances.

II. Interim Findings and Recommendations

A. Possible Prohibited Contributions

r'n Section 441b(a) of Title 2 of the United States Code

states, in part, that it is unlawful for any corporation or
labor organization to make a contribution in connection with
any Federal election to any politioL.-al office; and unlawful
for any political committee to knowingly accept or receive
any such contribution.

1. Royalties Received From Corporations

The Audit staff noted two (2) cases in 1976

wherein the Committee received royalty payments from two (2)

corporations. In the first case, we noted one (1) corporate
check for $20,000.00 in the Committee's records that was
deposited into its operating account on October 27, 1976.
(See Attachment I) The Committee reported the check as a
refund/rebate, but did not disclose the nature of it. When
asked about the check, the Committee explained that it was a
royalty payment resulting from an agreement entered into during
August, 1976 with a corporation for the use of the party's
campaign symbol. The Committee provided us with a copy of the
agreement which proposed a 15% royalty on the net proceeds from
the sale of 1976 Republican Presidential Campaign Medals. (See
Attachment II) This agreement also provided the Committee with

a guaranteed minimum royalty of $30,000.00 along with a quantity
of medals at a retail value of $5,000.00. Aside from this check,
the Audit staff noted no other receipts or expenditures which
concerned this corporation during the period covered by the audit. 2/

2/ However, subsequent to the fieldwork, the Committee informed
the Audit staff that they had received and deposited another
check in July of 1979 from the same corporation for $8,705.00.
This check was considered the final payment on the agreement
concerning the medals.
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Furthe'r, the Committee was uncertain whether the $5,000.00 worth of
medals had ever been received and there were no indications from

our review of their records that they had. In the second case,
we noted two (2) corporate receipts ($1,050.25 and $2,145.50)
in payment of royalties on the sale of a book. (See Attachment III)
*These receipts were deposited into the Committee's operating
account on June 22 and November 23 of 1976 respectively. The
Committee also reported these receipts as refunds/rebates but
did not disclose the nature of them. The Committee provided us
with a copy of the agreement dated August 25, 1975 which set forth
the terms concerning the authorship, publication and promotion
of the book, but did not contain a guaranteed payment clause.
(See Attachment IV) Aside from these two (2) receipts, the Audit
staff noted no other financial activity which concerned this
corporation during the period covered by the audit.

It appears that the activity in the above two
(2) cases parallels that which was determined by the Commission
in AO 1976-50 to be unlawful under the Act. (See Attachment V)*

In that opinion Friends of Dick Lugar Committee authorized an
Indiana corporation to produce and market a shirt bearing the
candidate's name. one parallel element with respect to the
production and marketing of the medals, books and shirts is that
the Committee, like Friends of Lugar, was not involved in selling
the medals or books and incurred no expenses in conjunction with
their sales. 3/ In the Lugar opinion, the Commission stated that
"the fact- that expenses of producing and mark%-eting the shirt are
paid entirely by the corporation results in the Committee receiving
something of value from the corporation. The corporation is
effectively advancing funds to assist the Committee in a fund-
raising effort and is also serving as a conduit in providing a
contribution to the Committee for every shirt that is sold."
Further, the Commission stated "for these reasons this activity
is clearly distinguishable from the facts presented in Advisory
opinion 1975-15 wherein the Wallace campaign itself purchased and
sold various campaign related items as a fundraising method.
Therefore, this type of arrangement would be unlawful under the
Act."

* Also refer to AO 1979-76 (not attached) which was recently
approved by the Commission.

3/ Although the agreement concerning royalties from the sale of
books contained a provision for sales through the Committee,
the Audit staff's review of their records disclosed no such
activity (see Attachment IV section 9.A.).
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2. Receipts From Sales of Goods and Services
to Corporations and a Labor Organization

The Audit staff noted 92 receipts totaling
$24,206.48 accepted from 66 corporations and one (1) labor
organization in exchange for goods and services such as books,
seminars, and computer services. The receipts were deposited
into the Committee's operating account and reported as refunds/
rebates. The Committee's reports did not disclose the nature
of these refunds/rebates.

The Committee stated that the receipts were actually
reimbursements for the production costs of the goods and services,
and therefore not considered contributions. However, detailed
records of the unit costs were unavailable for the Audit staff's
review.

A parallel situation was addressed in a previous
referral of a matter noted during the audit of Citizens For the
Republic (CFTR). (See Attachment VI) Your Division's response to
the CFTR referral indicated "such payments, at a minimum, would be
contributions to the extent they exceed the actual cost." However,
as hereinbefore mentioned, the unit costs with respect to the
Committee's situation were unavailable.

Recommendation

The Audit staff recommends that these matters be referred
to the Office of General Counsel for further consideration.

B. Excessive Expenditures On
Behalf of Federal Candidates

Section 441a(d) (3) of Title 2 of the United States
Code states, in part, that the national committee of a political
party may not make any expenditure in connection with the general
election campaign of a candidate for Federal office in a State
who is affiliated with such party which exceeds the greater of
two cents multipled by the voting age population of the State
or $20,000 for election to the office of Senator and $10,000 for
election to the office of Representative.

Section 104.7 of Title 11 of the Code of Federal
Regulations states, in part, that a political committee making an
expenditure on behalf of more than one candidate for Federal office
shall allocate the expenditure(s) among the candidates on a
reasonable basis and report tho allocation for each Federal candidate.
The treasurer shall retain all documents supporting the allocation.
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On November 1, 1976, the Reports Analysis Division (RAD)

sent a "Request For Additional Information" (RFAI) requesting the

Committee to provide specific information regarding telephone

expenditures for their National Phone Bank. In response to this

RFAI, the Committee replied on February 4, 1977 "that the telephone

expenditures for their National Phone Bank was a project in which
approximately 800 telephone banks were set up throughout the

United States to identify the attitude of those registered to vote

on various candidates and issues. On separate calls those friendly

to Republican candidates were encouraged to vote. The expenses of

phone banks allocable to candidates is determined by the total

cost of each phone bank (by individual phone bank) and the

amount is apportioned among the several candidates." On October

25, 1977, the Committee filed an amended report disclosing the

actual expense of its National Phone Bank allocated to each

candidate that participated. This amended report also info:med

the Commission that the Committee had exceeded the expenditure

limitations of 2 U.S.C. Section 44la(d) on behalf of four (4)

Federal candidates (see Schedule below) and contained a copy of

each letter sent by the Committee requesting reimbursement of the

excessive expenditures from the four (4) Federal candidates. On

February 7, 1978, RAD sent a RFAI requesting the current status

concerning the reimbursements from the four (4) candidates. In

response, the Committee informed the Commission that two (2) of the

er candidates had reimbursed them for the excessive expenditures,

one (1) had agreed to reimburse them once additional funds were

raised and the fourth had not responded to their letters.

Schedule of Excessive 441a(d)(3) Expenditures

Excessive

Candidate's Name and 1976 441a(d) (3) 1976 441a(d) (3) 441a(d) (3) Reimbursements

Office Sought Expenditures Limitations Expenditures Date Amount

The Honorable Harrison $22,124 $21,820 $ 304 6/13/77 $304

Schmitt Senate/New
Mexico

The Honorable Malcolm $22,215 $21,820 $ 395 2/14/78 $395

Wallop Senate/Wyoming

Mr. Newt Gingrich $11,514 $10,910 $ 604 8/22/78 $604
House/Georgia 6th
District

Mr. David SerotkLn $14,890 $10,910 $3,980

District
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During the audit fieldwork, we asked the Committee for
the documentation supporting the allocation method used for their
National Phone Bank. The Committee informed us that they had sent
eight (8) boxes of supporting documentation to storage but have
been able to get only one (1) back. This was a result of the
Conmmittee's headquarters being under construction and the boxes
being moved around several times. With the information the
Committee provided, we were not able to determine that the method
used by the Committee to allocate the phone bank expenses was
reasonable. Further, we were not able to determine if the phone
bank expenses were allocated to all the participating candidates.
The Audit staff did note that three (3) of the candidates had
reimbursed the Committee for the excessive amount of the expendi-
tures. The fourth candidate wrote the Committee a letter which
stated that he would not reimburse them for anything. (See
Attachment VII).

Re commrenda tion

The Audit staff recommends that this matter be referred

to the Office of General Counsel for further consideration.

C. Unitemized Transfers

Section 434(b) (4) of Title 2 of the United States Code
States that each report shall disc'ose the name and address of

committee received, or to which that committee made, any transfer
of funds, together with the amounts and dates of all transfers.

The Audit staff noted 536 receipts totaling $28, 283.81
from political committees in exchange for goods and services
provided by the Committee. These receipts were reported as
unitemized refunds/rebates. The Audit staff also noted 35
expenditures totaling $1,899.77 made to political committees in
exchange for goods and services provided to the Committee. These
expenditures were reported as unitemized operating expenditures.

The Audit staff informed the Committee that all transfers
regardless of amount were required to be itemized on their reports.
The Committee explained that they reported these funds per the
nature of the transaction and not according to the entity making
the refund/rebate. Furt-her, the Committee stated the transfers
were considered as a reimbursement of costs which they felt did
not warrant itemization. However, detailed records of the unit
costs were unavailable for the Audit staff's review. The Committee
informed the Audit staff that they would not voluntarily file an
amended report to itemize these transfers.
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Recommendation

The Audit staff recommends that this matter be referred
to the Office of General Counsel for further consideration.
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IeANKLIN MIINT CORPORATION

FRANKL1N CENTER, PENNSYLVANIA "1-091

(215) 459-6184

June 25, 1979

Mr. J. Banning
Director of Accounting
Republican National Committee
310 First Street, SE
Washington, D.C. 20003

Dear Mr. Banning:

In accordance with your request enclosed is a copy of
the agreement between the Republican National Committee and
Franklin Mint Corporation relating to the sale of 1976
Republican Presidential Campaign Medals.

Sincerely yours,

FRANKLIN MINT CORPORATION

1 IIoward"$. Lucker
Associate Corporate Counsel

HPL: jad
Enclosure
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August 11, 1976

Republican National Communittee
310 First Street SE
ashington, D.C. 20003

Gentlemen:

This letter sets forth our proposal to yur organizationaii, when acce)ted by you, will serve as the agreement between
us relating to an offering and :sale by Franklin .Mint Cororation("Franklin") of 1976 Reutib.lican Fresidential Campaign Medals asd sc )ibed below. The medals will be offered for sale by Franklin
in the fol.o.inj forms:

1. A sterling silver med~al in a lucite display stand2. A steli ng silver medal witl neck chain (pendant)3. A sterling silver medal with 24kt gold electroplate (pendant)
4. An 18Lt sold medal with neck chain (pendant)

The ,eals will bear a reProduction of the RerpublicanErcsidentijal .id Vice-Presidentia]. candidates on the obverse and
the party's campaign symbol on the reverse.

Franklin will offer the medals for sale Ito te general publicand to Frarkl1jin's es-tablished collectors com;,vncing in September1976 by 1,ccans of direct mail and publication advertising with ac.osing date for acceptance of orders of November 2, 1976.

Franklin jPr-e:Dntly .i ntends to spend an agregate of $100,000for pub] icLion advetisingj of tie Republican an(d DemocraticPres i]ential Capniaign medals. Franklin agrees that any increasein said aciverti>:ing budet shall be subject to your organization's
:u_r ovali
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Your organization agjrees to designate the above-described

Republican President i.al Campaign inedals as the Official presidential

Campaign Medals of the VRe!ublican National Committee and. authorizes

Frank) in to make reference to such designation in its advertising

materials. In consideration thereof, and of the agreements of your

oru:.nization hereunder, Franklin is willing to:

1. Pay to your oremnization a royalty equal to 15% of

Iranklin's net sales of said Republican National

Ccmmnittee 1,976 Presidential CamVpaicjn IMdals with a

minimum guaranteed royalty of $30,000. "Net sales"

shall mean Franklin's gross receipts from its sales

of said me-dals ] less returns, allowances and sales or

use taxes.

2. Provide to your committee at no charge a quantity of
the medals equivalent in retail value to $5,000.

%0 Your organization further agrees that Frank ].in shl be the

exclusive organization authorized to mint and/or sell the Off ic tal

1976 Presidential Campiign Medals of tlie Republican National Corn-

nittee.
p %

Your orainization further acgrees to provide for c(rtificatiDi s

to the 1media conc rliring Franklin's advertising of the medals as

__ required under applicable Federal law.

", Would you kindly indicate your acceptance of the above agreement

by signing the dupli:at:e cojpy of this letter enclosed herewith.

Yours very truly,

FRAW\KL.[N IMINT CORPOPjT ION

By:" . ./

. Francis J. Fit7"patrick, Jr.

Vice' President

Acceptud and agriced to this

cay or Aucust, 1976

. . . ... .......LCC, e~Kc t r~,,-at ,;e i-a :rve tL. r -it tc L-ve
i: io ' ,- .,:r,',<.] C f t e ,. i n
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Royalty Statement
April 30, 1976

i-To: Republican .4ational Committee

! For: Republican Humor Book

For.the Period Ending April 30, 1976

4-C4

.7.

Sales through the
185 @ 2.25

Rep. Nat'l. Committee

Cash Sales 520 @ 1.00

Sales on Account 114 @ 1.00

-mount of Check Enclosed

$ 416.25

520.00

114.00

$1050.25

T-IS CHIC IS I' ,ETTLLVENT

OF THEF OiAOINC INVOICES

DATE A110UNT

---4---- t_- -

I OTAL Of INV ..CS

- . I. . c0.. . r
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AcROpoius BOiKS, LTD.
COLCRTONE BUJLDING 4679

2400 - 17TH STREET. N. W., CTYD.
WVASHIANGTON. D. C. 20009 -

TEL. 202-DU-7-6800 . , -.-

AYTro . , - . -THE
SL E R F
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AUTHORSHIP PUBLTCATIONL
AND

FFROMOT] OK-0 h GRE E;.;E NT

AGREENENT made this .-̂day of August, 1975,

between Stephen J. Skubik, whose 4 ddress is 1725 DeSales

t Street, NW, Washington, D.C.w and Hal E. Short, whose

address is 1522 K Street, NW, Washington, D.C.' (Authors):

the Republican National Committee, 310 First Street, SE,

Washington, D.C. (Committee); and Acropolis Books, Ltd.,

2400 17th Street, NW, Washington, D.C. (Publisher):

• WITNESSETH

In consideration of the mutual covenants herein

contained the parties agree as follows:

HE GRANT 1. The Authors hereby grant and assign to the
ND THE
'ERRlTORY Publisher and its successors, representatives and assignees,

during the full term of the copyright and all renewals

thereof, the full, sole and exclusive right to print,

publish and sell under Its own name;

REFUBLICAN HUMOR. .. -- - -

(hereinafter called the Work) which title may be chanjed

only by mutual consent in writing. 

HE. 2. The Authors represent and guarantee to the

Publisher that they are the sole authors of the said Work,

that they are the owners of all the rights granted to the-

Publisher hereunder,.that the said Work is original, has

not been previously published in book form, and Is not

in the public domain; that it contains no libelous, obscene

or other unlawful matter; and that It in no wise infringes .

uT.on the copy right or violates the right of privacy or

any other right of any person or party whatsoever, and

they agree to hold the Publisher harmless against any

recovery finally sustained in any suit which may be

brought or had against the Publisher, by reason of a
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PUBLICATI
OF THE WC

N

violation of' any rcrprietary rii-r.t . t, cr

tecause of any llbelcus, obscene or' (,ther '- a2:uatt:r

contained in the said Work.

3. The Authors agree to deliver a Oorp>e~ e

'T
manuscript copy of the said Work, ready ror typlnE, con-

taining works and cartoons equivalent to 19 na-es ef

printed material, not later than the 15th of October, 1975.

If the Authors fail to deliver such copy by said date the

Publisher may terminate this agreement by giving written

notice to the Authors to such effect. The Publisher, and

Authors may, by mutual consent in writing, establish a

new deadline for delivery.

ON 4. The Publisher shall, upon receipt of a
RK

manuscript, have the right and sole discretion to reject

the Work for any reason, or to request changes or additions

to it. The Authors may refuse to make any such changes or

additions to it, and in such event this agreement shall be

terminated.. The Publisher shall within three ronths after

the Authors have delivered a complete and satisfactory

manuscript, publish said Work at its own expense and in

such style and manner as it deems best suited to the sale

thereof, and advertise and promote the sale thereof as

and to the extent it deems best. The Publisher will use

all customary means to promote and market the Work

throughout the United States.

The expenses for which the Publisher shall be

responsible, in addition to all others involved in

publication, distribution, and promotion, include:

artist's fees; costs of editing, typing, collating,

proofreading and make-up by the person or persons engaged

by the Authors; secretarial and mailing services supplied

by the Committee to obtain material for the book and

subsequently to help promote within the Republican Party

the sale of the book. The artist's fees and editing,

typing, collating, proofreading, and make-up costs will



be paid by the Publisher prior to the release of the book,

such fees and costs to be considered advances against the

royalties. Thesecretarial and mailing services supplied,

by the Committee will be P-4-m.bt-sed-- he Publl-heby-

kic±med,suc--e (pe be- charged against the promo

tional expenses as per Paragraph 10.

THE 5. The Publisher, upon first publication of
COPYRIGHT

the Work, agrees to apply for copyright in the name of

Stephen J. Skubik in the United States of America and ;.,

under the Universal Copyright Convention i 'ees-ve _

trpnaragra l, and to imprint the

copyright notice required by law in each copy of the Work.

Stephen J. Skubik, using forms acceptable to the Publisher,

agrees to furnish the Publisher promptly with any author-

ization or other document necessary to carry out the

provisions hereof.

The Publisher shall, upon the termination of

the first term, make timely application for renewal of

copyright under then existing United States Copyright

Law.

ISE OF 6. If the Work includes excerpts of materials
,OPYRIGHT
IATERIAL presently under copyright, the Authors, using forms

acceptable to the Publisher, will obtain written per-

mission from the owners of such copyrights to print the

excerpts.

DDIT10CNAL 7. The Authors agree to prepare and deliver,
ATERIAL

along with the manuscript: Title page, preface or fore-

word, table of contents and/or index, and complete and

final copy for all illustrations properly prepared for

reproduction.

l:.i iEhs . The Publisher shall furnish the Authors

wth a proof of the Work which, except for such reason-

able char.:es in styling as are required by the Publisher,
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conorn, tc ' i ' kyr."t'~~ns - .

Authors, unless chanced by mutual ccrnjent. ? A..

arree to return such proof to the Publiz71 ...! t:. ci,

corrections within ten days of the recelrt t?.,recf L.,

them.

9. The Publisher agrees that the ret-Il prIce

of this Work will be Four Dollars and iInety-Fve Ci,,.t3

($4.95) and royalties will be paid to the Authors atd

the Committee on the following schedules:

A. On sales through the Republican Iati.Dnal

Committee, a royalty upon all coples of

the Work sold and paid for in the exclus.e-..

territory specified in Parairaph 1:

i) Thirty Cents ($0.30) per book to

Stephen J. Skubik until such time as -

all of his out-of-pocket costs of

creating the book are recovered;

1i) Twenty-five Cents ($0.25) per book

to Hal Short;

ii') Two Dollars and Twenty-flve Cents

($2.25) per book to the Committee,

as long as Stephen J. Skubik shall

receive Thirty (30) Cents per book,

thereafter Two Dollars and Fifty-

five Cents ($2.55) per book to the

Committee;

iv) All orders from the CormIttee and

Republican organizations shall be

accompanied by check for the full

retail price.

B. On sales through the normal book trade

distribution channels, a royalty upon

all copies of the Work sold and paid for

in the exclusive territory specified In

Paragraph 1:



i) Ten Cents ($0.10) per bocok to

Stephen J. Skubk until Such time
as all of his Out-of-pocket 

costs
of creating the book are recovered;

i) Twenty-five 
Cents ($0.25) per book

to Hal Short;
i1) One Dollar ($1.00) to the Committee,

and One Dollar and Ten Cents ($1.10)
after Stephen J. Skublk has recovered

his expenses.
C. The following shall be considered as subsi-

diary rights: sales to book Clubs, publi- / .cations by another publisher, Publicationof the Work In a 
cp ed I ti 'oAserial rights before and after book publica-

tion, dramatic and/or motion Picture rights,translations, 
digests, abridgements, 

selec-
tions, antuhologies and mechanical$ visual(such as microfilm and microprint), 

Or soundreproducing 
and recording r1ghts (including 

" j)television 
and broadcasting), 

and adaptations
of said Work for commercial 

use. Subsidiaryrights to publish are to 1'e arranged by mutualconsent of the Authors, Publisher and the
Committee. The division of receipts t.om the

' 9sale 

of subsidiary 
rights shall be Forty per-cent (40) to the Committees Thirty percent(30%) to the Publisher and Thirty percent (30%)to the Authors, I.e., Ten percent (.0%) to HalShort, Twenty percent (20:) to Stephen J. Skublk funtil his out-of-pocket 

costs of creating thebook are recovered, then his 20, will be addedto the Corzmittee. All compensation 
Prom sales ofthe 'Work under this Paragraph shall be excludedfrom the computation 

of the.royalties 
payable //.

under Pararraph (A)boeadsllbandasove 
and sl bePuted and shown separately In reports from the

Publtsher and/or Authors.



- ~ ~ . 1c royaltie' shal 1 be r;,,1 c. 'r.ec i

fu:r.. shed to the Authors or tG t.e C x:. e

or on copies for review, Gample, or cther

similar purposes.

TION 10. The Authors will take the Work to the rationai

print, T. V., and radio press for maximum publicity Including

talk shows, known comedians, etc. The Co7.mnttee will bulletin

all state, county, and city Republican Committee officials,

and in addition will publicize the Work through State

Republican publications, Young Republicans, 4o:en's Feder-

ation, etc. One Dollar ($1.00) per book sold by the

Publisher (under the provisions of Paragraph 9A) shall be

remitted by the Publisher to the Committee to cover these

promotional expenses of the Authors and the Committee, on

sales made through the National Committee but not on sals

through normal book distribution channels referred to in

Paragraph 9B. The Committee shall be the final judge of

the legitimacy and' necessity of promotional expenses and

[E shall reimburse such expenses from this promotional fund.

After the reimbursement of all said expenses, the balance

of such fund shall be credited to the Committee as additional

royalties under this agreement.

11. The Publisher agrees to present to each

Author 100 copies of the Work and to the Committee 1,000

copies of the Work for promotional purposes, such costs ..- /6

to be charges against the promotion fund as per Paragraph % ,

12. The Publisher X1l report on the sale o

TS the Work in February and July of each year for the six

month period ending the prior December 31 and June 30

respectively on sales to the Committee, and in I.arch and

September on sales made through trade channels. With each

report of sales, the Publisher will make settlement for

any balance of royalties due.

TION 13. a) In the event that the Work shall at any

:ON time be out of print, the Authors may give notice thereof
iTS

to the Publisher and In such event the Publisher shall declare
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within sixty days in writinr wlc-',hr or : ;t e i-tevnis t:,

bring out a new printing of the w:ork within six months.

Failure to reprint the Work within six months after" 1-1--eit

of the Authors' notice shall cause all rights herein rra.ited

to revert to the Authors at the expiration of said period

without further notice.

b) If the Publisher shall, during the exist-

ence of this agreement, default in the making of payment as

herein provided; if the Publisher shall fail to comply with

or fulfill with other terms and conditions hereof; or in

the event of bankruptcy, this agreement shall terminate and

the rights granted herein to the Publisher shall revert to

the Authors and Committee. In such event all payments

theretofore made to the Authors and Committee shall belong

to the Authors and Committee without prejudice to any other

remedy which the Authors and Committee may have.

c) Upon the termination of this agreement

for any cause, all rights granted to the Publisher revert

to the Authors and Committee for their use at any time, and

the Publisher shall return to the Authors all property

originally furnished by the Authors. The Authors shall

have the right in such instance to purchase the plates,

if any exist, from the Publisher at their metal value, and

any or all of the remaining sheets or copies at a price

not to exceed 50% of the manufacturing costs, exclusive of

overhead.

l4. The Authors agree that during the term of

this agreement they will not, without the written permission

of the Publisher, publish or permit to be published any

material In book or pamphlet form, based on the material

in the Work, which is reasonably likely to interfere with

Its sale.

15. If a petition In bankruptcy should be filed

by or against the Publisher, of if it shall be judged In-

solvent by any court, or if the Publisher shall liquidate

its business for any cause whatsoever, this agreement shall

.................. . . . .. .. . .. ..... ... .i t._: ~
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terminate autoratically and withott not1=z, 4i11I

rranted hereunder shall thereupon revert to the Authcrc

and to the Committee.

16. Any controversy or claim arisinf out of

this agreement or the breach thereof, with the excertion

of a failure to pay royalties, shall be settled by arbi-

tration in accordance with the rules of the American

Arbitration Association then obtaining, and Judre-ent upon

any award may be entered in the highest court of the forum,

State or Federal, having jurisdiction. Such arbitration

shall be held in the City of Washington, D.C., unless other-

wise agreed by the parties.

This agreement shall be construed and Interpreted

according to the laws of the District of Columbia, and

shall be binding upon the parties hereto, their heirs, .

successors, assigns, and personal representatives.

17. A waiver of any breach of any of the terms or

conditions of this agreement by any of the parties thereto,

shall neither be deemed a waiver of any repetition of such

breach nor in any wise affect any other terms or conditions

of this agreement; shall be valid or binding unless It shall

be In writing, and signed by the parties.

IN WITNESS WHEREOF, the parties hereto have set*.

their hands and seals at Washington, District of Columbia,

the day and year first written above.

BY: (c

" PVBLISHER , /

BY: "6 fI,.'i i. . - . .
_ c

- "0'

AUT1 -

BY: "'1' & - '

REPUBLICAN NATIONAL COMMITTEE

T

BY:,/$

/....._ o. .C .
AUTHOR



J352141 iO 1976-50: Providling ta Shirts for CORWn41M te

.It' i illetal for a corvortio roduce to* shirts with t V
name on them and to provide the co a committee with a contrikla toy 4c
shirt sold. Answer to Gordon K. Durnil. Trolaurerj Friends of Dick Lmas -

comittoeel

This letter responds to yours of July 6. 1976. requesting am advisory
opinion as to the applicability of certain provisions of the Federal !lection
Campaign Act of 1971, as amended '(the "Act"). to the circumistaces described in

your letter. You advised that the Friends of Dick Lugar Coomittee (Committee)
has authorized Logo 7, Inc., an Indiana corporation, to produce and market a
shirt bearing the candidate's name. You further advised that the comittee,
apart from distributing order forms to campaign workers who in turn redistribute

them to potential contributor/purchasers, is not involved in selling the shirts

and will incur no expenses. The corporation will transmit to the Comittee a
$1.00 contribution, earmarked to the campaign, for the sale of each shirt. You,
requested an advisory opinion as to whether this type of arrangement with the-
corporation would be permitted under the Act. . . -.

2 U.S.C. $441b(a) states: . _.

"(a) It is unlawful for any • . . corporation whatever
to make a contribution or expenditure in connection with

any election to . . . [Federal] office.

The term "contribution or expenditure" is defined in 2 U.S.C. 144lb to

include:

"any direct or indirect payment, distribution loan, advance.
deposit, or gift of money, or any services, or anything of value

to any candidate, campaign comittee, or political party
or organization, in connection with any election to... [Federal
office] . . ." (Emphasis added.)

The fact that expenses of producing and marketing the shirt are paid entirely
by the corporation results in the Coemittee receiving something of value from the

corporstion. The corporation is effectively advancing funds to assist the
Committee in a fundraising effort snd is also serving as a conduit in providing
a coatribution to the Comaittee for every shirt that is sold. For these reasons

15214 0D 1976, Comnnerce Clearing House, Inc.

7 9-14-76.. Opinions, 10,157

this activity is clearly distinguishable from the facts presented in Advisory
Opinion 1975-15 wherein the Wallace campaign itself purchased and sold various
campaign related items as a fundraising method. Therefore, this type ofarrangement would be unlawful under the Act.

This response constitutes an advisory opinion concerning the application' f
a general rule of law stated in the Act to the specific fectual situation set
forth in your request. 2 U.S.C. 1437f. - "

Dated: September 2, 1976,

115215] AO 1976-51: Informal Discussion Group -

[A group which discusses foreign policy and determines to make contributions
to certain candidates is a political comittee. Answer to Robert N. Thomson,
Esquire.]

This is in response to your letter dated February 9, 1976, requesting an
advisory opinion on behalf of the Democratic Senatorial Campaign Comittee, a
political committee registered pursuant to the provisions of the Federal Election
Campaign Act of 1971, as amended ("the Act").

The request sets out the following facts:

There are a number of individuals, comonly acquainted,
who live In various cities throughout the United States. These
individuals share a common concern about a particular aspect of
United States foreign policy. From time to time they communicate .
with one another by telephone to discuss the possibilities of
petitioning their elected representatives and other decision-
makers in the Federal government. Occasionally, these individuals
may meet personally to discuss such matters.

The individuals belong to no orianized group. There is no
group headquarters nor are there any group employees. The
Individuals maintain no joint bank account where funds are
commingled. The individuals are bound together only by a comon
concern about a particular aspect of United States foreign
policy, by personal friendship, and by a common ethnic heritage.
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FEDERAL ELECTION COMMISSION
1.325 K S1 Rt1 N.W. .

WASHINGTOND.C. 20463
August 24, 1979

MEMORANDUM TO: Bob Costa/Dan Boyle

THROUGH: Orlando B. Potter
Staff Director /

FROM: William C. Old er

SUBJECT: Audit of Cit'z-ens For The Republic

The Office of General Counsel has reviewed your nemorandum

of July 11, 1979, concerning certain matters noted during

the field work of the audit of the Citizens for the Republic

("CFTR"), and referred to this Office for legal analysis and

opinion. The Office of General Counsel is of the opinion

that these matters noted by the auditors may involve violations

of the FECA and therefore should be referred to this Office

for possible compliance action.

The first issue concerns the receipt of a $25 per person

charge to defray a "luncheon expense" which was paid by

individuals and by corporations for their representatives

attending CFTR seminars. (There was no charge for attending

the seminars). You state in the memorandum that CFTR did not

consider these receipts to be contributions, thus creating a

possible reporting problem as well as a possible illegal

corporate contribution.

In light of the Commission's determinations in Advisory

Opinions 75-15 and 76-22 that payments made to a political

committee are contributions even if something of value is

I .,
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received in return, it would appear that such payments to

defray luncheon expenses should have been reported as con-

tributions by CFTR. This is especially true where such

payments were made by corporations, as 2 U.S.C. S 441b

defines a corporate contribution as "any direct or indirect

payment ... to any candidate, campaign committee, ... in

connection with any election... ", and those funds received

by CFTR would be available for use in connection with a

federal election. See also, AO 79-17, 79-2, and 78-46. At

minimum, such payments would be contributions to the extent

they--eceed -the--ctual cost of the lunch -charged to CFTR.

Therefore, this issue should be referred to the Office of

General Counsel for possible compliance action.

The second issue noted in the memorandum concerns the

relationship of CFTR to the Citizens for the Republic

-, Education Fund (Ed Fund). Your memorandum states that

I/ According to a statement of purpose and organization
prepared for the auditors by the General Counsel of the
Ed Fund (Attachment II of your memorandum), the Ed Fund
is "an independent, non-profit research and education
institution established to develop and disseminate to
the public information on current issues of public policy
and on citizen participation in the political ... process."
The Ed Fund does not support candidates in state or federal
elections. The Ed Fund is in the process of being incor-
porated under the laws of the State of California.
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the Ed Fund does not make any direct solicitations for funds,

and that apparently most contributions to the Ed Fund are a

result of CFTR solicitations or corporate contributions to

CFTR endorsed and deposited to the Ed Fund account. You

further state that CFTR receipt and expenditure records

indicate that CFTR paid $13,001.66 for expenses categorized

as for the use of the Ed Fund, and that in December 1978 the

Ed Fund transmitted seven checks for a total of $13,001.66

to CFTR for expenses incurred and services rendered from

N, November 1977 through January 1979. One of these payments

made on December 20, 1978, was an advance payment for "Seminar

Services" to be provided in January 1979.

The above facts present several problems. First, with

reference to the corporate contributions to CFTR that are

deposited in the Ed Fund's account, such corporate payments

would still appear to be corporate contributions made to

CFTR in violation of 2 U.S.C. S 441b(a). Under the Act and

the Commission's regulations, a political committee may not

accept or receive corporate contributions. 2 U.S.C. S 441b,

11 CFR 114.2(c). To the extent CFTR endorses.checks dr4wn

on corporate funds and made payable to the committee, CFTR

has "received" such a corporate contribution even if CFTR

transfers these funds to another entity such as the Ed Fund.
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The payments made in December 1978 by the Ed Fund to

CFTR totalling over $13,000 also appear to be unlawful con-

tributions in that they exceed the $5,000 contribution limit

of 2 U.S.C. S 441a(a)(C). As stated previously, such payments,

even as repayments for goods or services rendered, are con-

sidered contributions. See AOs 75-15 and 76-22. At the very

least, the $2,000 paid as an advance for future expected

services represents a direct contribution, 2 U.S.C. 431(e),

and should have been reported as such. Furthermore, as the

Ed Fund account contains corporate contributions and funds,

payments by the Ed Fund to CFTR may be indirect corporate

,, contributions prohibited by 2 U.S.C. S 441b(a). In light of

the foregoing, the matter should be referred to the Office of

General Counsel for possible compliance action.
'-.,One other point should be noted. Your memorandum

states that the auditors informed CFTR's assistant treasurer

that the Ed Fund could pay CFTR's expenses and then be

reimbursed by CFTR. The assistant treasurer questioned -

whether such a procedure could result in Ed Fund expenditures

to influence federal elections, but the staff replie'd such a

procedure was apppoved by the Commission. However, this Office

is not aware of Commission approval of this procedure in a

factual situation such as the one presented. Although

AO 76-72 sets out such a procedure, that Advisory Opinion

Request was made by a state party committee and is not necessarily
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applicable beyond that context. The situation presented

here can be distinguished in significant aspects. CFTR and

the Ed Fund are not party committees, nor do they represent

two accounts of one committee. See 11 CFR 102.6. Rather,

CFTR and Ed Fund are two separate entities. Thus, the Office

of General Counsel does not agree with the advice and assurances

given by the audit staff to the assistant treasurer concerning

the payment of CFTR operating expenses by the Ed Fund.

'"-I
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July 7, 1977

Ms. Arlene Triplett
Comptroller
Republican National Committee
310 First Street, S.E.
Washington, D.C. 20003

Dear Ms. Triplett:

My immediate response to your letter and to the previous
telephone call from Jacquie Nystrom is that you mustbe kidding. However, on the assumption that you are not,e-- this letter is in response on behalf of the Serotkin for
Congress Committee.

The coLittee does not feel that it owes the RepublicanNational Committee any money, and will not be sendingany. I might add that it has none to send anyway,

The nature and amounts of the various contributions ofthe National Comittee to our campaign were ar all timesat the discretion and under the control of the NationalComanittee. The Serotkin for Congress Cowinittee acceptedthem in reliance upon the National Co=mnittee's repre-
sentations that the contributions were legal in every
respect, including their amounts. We would not haveaccepted services in excess of any statutory maximum,
because we could not afford to pay for them even beforethe election was held. Under the circumstances, therefore,we do not find any obligation on our part to pay.

Even if there was an obligation, we could not be certainas to the accuracy of your figures, since we again had nooccasion to participate in the deliberations which produced
it. We don't know what formula was applied or computationsmade. Our feeling that you must have made some mistakealong the way is not diminished at all by your letter whereinyou are unable even to spell my name correctly.

Tn addiLion to the _above considerations, I would point outto you that our -ost recent co-mittee disclosure filed withthe Federal Elect'ons Comimnission sho-.'s that the comitteestill hadets from:-. -he last election in excess of $42,000.
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There is no way that we could pay anything to you, even
if we were obligated to do so.

I would suggest the following possible approaches. The
telephone banks to which you refer were operated to a
major extent by our committee's volunteers. These were
people who were primarily interested in supporting me,
but cooperated at the telephone centers to work on behalf
of the other Republican candidates being supported by that
effort. I am sure that the value of our volunteers'
services would more than offset the in kind services to
our campaign which you claim went over the-limit.

Secondly, the National Committee was permitted under the
law to assist me with respect to the Primary Election,
separately and in addition to any amounts or services
provided for the General Election. I believe some of the
contribution or services could legitimately be attributed
to expenditures or obligations incurred with respect to the
Primary Election.

I know that the Republican National Coirrmittee did not write
the Federal Election Laws which are primarily responsible
for the agonies being undergone by many candidates, former
candidates, and their supporters. My ca-mpaign committee
was composed entirely of volunteers who gave up a lot of
their time and talent to serve on that comnittee. They
don't need all these headaches, and I don't. Perhaps some-
where, sometime, the Republican National Comnittee will find
an opportunity to publicize the inequities of the Federal
Election Laws and the very real way in which they protect
incumbency and stifle genuine democracy.

Very truly yours,

DAVID M. SEROTKIN

DN''S / cmi
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Committee
E. Mark Braden
House Counsel

C03
Cathedne E. Gensior
Deputy House Counsel "

August 27, 1982 -
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Kenneth A. Gross, Esq.
Associate General Counsel
Federal Election Commission
1325 K Street, N. W.
Washington, D. C. 20463

RE: MUR 1166/1180

Dear Mr. Gross:

I am writing in response to your letter of August 16th in regard to MUR 1180.
Your letter indicated that the Commission, on the 12th of August, 1982, ac-
cepted the conciliation agreement agreed to by the Republican National Com-
mittee.C

You state in your letter that provisions of the Federal Election Campaign Act
'7 prohibit any information derived in connection with a conciliation attempt

from becoming public without the written consent of the respondent and the

Commission. The Republican National Committee has no objections to auy in-
formation in relation to this matter becoming part of the public record.

If you have further questions in relation to this matter, please do not hesitate
to contact me.

Very truly yours,

E. Mark Braden

EMB:jd

Dwight D. Eisenhower Republican Center: 310 First Street Southeast, Washington, DC 20003 (202) 484-6639
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