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FEDERAL ELECTION COMMISSION
W A'sftitNC ION. ) ( 20,41

March 18, 1981

CERTIFIED MAIL

PETURN RECEIPT REQUESTED

Mr. William C. Hamilton, Consultant

Automobile and Truck Dealers Election Action

Comtmittee
0400 Ivestpark Drive
cLean, VA 22101

RE: MUR 1307

Dear Mr. Hamilton:

On December 16, 1980, the Federal Election Commission

found reason to believe that the Automobile and Truck Dealers

Election Action Committee violated section 441b(a) of the

Federal Election Campaign Act of 1971, as amended by accepting

corporate contributions for use in connection with federal

elections. However, after considering the circumstances of

this matter, the Commission has determined to take no further

action and close its file. The file 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 acceptance of corporate

contributions for use in connection with federal elections

violates 2 U.S.C. § 441b(a) and you should take immediate

steps to ensure that this activity does not occur in the

future.

If you have any questions, please direct them to Beverly

Brown, the staff member assigned to this matter at (202)
523-4529.

Ckal-4 1. S te e
General Counsel
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CLRTIFED MAIL
PETURN, ECEIPT ItXo USTV9

ft. William C. Hamilton, Consultant . -
Automobile and Truck Dealers-Election Acton

Committee
8400 Westpark Drive
McLean, VA 22101

l4 MIJR 1307

Dear hr. Hamilton:

On Ducember 16, 1980, the kederal Election Cos-'nission
found reason to believe that the Automobile and Truck Dealers
Election Action Committee violated section 441b(a) of the
Federal Election Campaign Act of 1971, as attended by accepting
corporate contributions for use in connection with federal
elections. bowever, after considering the circumstances of
this matter, the Commission has determined to take no further
action and close its file. The file will be made part of the
public record wiithin 30 days. Should you wish to submit
any materials to appear on the public tcord, please do so
within 10 days.

The Commiason reminds you that , e acceptance of corporatecontributions for use in connect~w,"with federal elections
violates 2 U.S.C. S 44lb(a) and youshould take immediate
steps to ensure that this activity does hot occur in the
future.

If you have any questionp, please direct them tO Beerly
Brown, the staff member assigned to:this watter at (202)
523-4529.

Sincerely,

Charles N. Steele
General Counsel

Prepared by Beverly Brown:ano 2/12/81



FEDERAL ELECTION COMMISSION
WASHINGTON. DC 20463

March 18, 1981

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. William C. Hamilton, Consultant
Automobile and Truck Dealers Election Action

Committee
0400 liestpark Drive
!McLean, VA 22101

RE: MUR 1307

Dear Mr. Hailton:

On December 16, 1980, the Federal Election Commission
found reason to believe that the Automobile and Truck Dealers
Election Action Committee violated section 441b(a) of the
Federal Election Campaign Act of 1971, as amended by accepting
corporate contributions for use in connection with federal
elections. However, after considering the circumstances of

this matter, the Commission has determined to take no further
action and close its file. The file 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 Coimission reminds you that the acceptance of corporate
contributions for use in connection with federal elections
violates 2 U.S.C. § 441b(a) and you should take immediate
steps to ensure that this activity does not occur in the
future.

If you have any questions, please direct them to Beverly
Brown, the staff member assigned to this matter at (202)
523-4529.

C 4. steele
General Counsel



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
MUR 1307

Automobile and Truck Dealers )
Election Action Committee )

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal

Election Commission, do hereby certify that on March 17, 1981,

the Commission decided by a vote of 4-0 to take the

following actions regarding MUR 1307:

1. Take no further action against the
Automobile and Truck Dealers
Election Action Committee regarding
a violation of 2 U.S.C. § 441b(a).

2. CLOSE THE FILE in this matter.

3. Approve and send the letter, as
attached to the General Counsel's
February 12, 1981 memorandum, to
Mr. William C. Hamilton, consultant
for the Trustees.

Commissioners Harris, McGarry, Reiche and Tiernan voted

affirmatively in this matter.

Attest:

Date Marjorie W. Emmons
Se xetary to the Commission

Report Signed: 3-12-81
Received in Office of the Commission Secretary: 3-12-81, 5:02
Circulated on 48 hour vote basis: 3-13-81, 2:00



March 12, 1981

MEOIRANDUM TO: Marjmie W. Eomons

IFRCs Elissa T. Garr

SUWBECT: bUR 1307

Please have the attached General Counsel's Report

distributed to the Commission on a 48 hour tally basis.

Thank you.
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BLFORP TIE FEDERAL ELECTION COMMISSION

February 12, 1981

In the Matter of )
MUR 1307 (80)

Automobile and Truck Dealers
Election Action Committee )

GLNI;PAL COUNSLL' S RIPORT

I. Background r-4

On 16 December 1980, the Commission found reason to

believe that the Automobile and Truck Dealers Election

Action Committee (the "Committee") violated 2 U.S.C.

§ 441a(a)(2)(A) by making excessive contributions to

candidates for Federal office and; § 441b(a) by accepting

contributions from incorporated business entities. 1,ith

respect to a violation of 2 U.S.C. § 441a(a)(2)(A), the

Commission determined to take no further action.

These determinations were made based upon information

ascertained during the audit of the Committee, such audit

having been undertaken pursuant to former 2 U.S.C. § 438(a)

(8). 1/

1/ At the time of the audit, former 2 U.S.C. § 438(a)(8)

directed the Commission to make from time to time

audits and field investigations with respect to

reports and statements filed under the provisions of

the Federal Llection Campaign Act of 1971, as amended

(the "Act").
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II. Legal Analysis

2 U.S.C. § 441b(a) provides, in relevant part, that

"[ilt is unlawful. . . for any corporation . . . to make a

contribution or expenditure in connection with any . . .

[federal election] ." The terms "contribution or expenditure"

are defined broadly to include "any direct or indirect payment,

distribution, loan, advance, deposit, or gift of money, or

any services, or anything of value. . . " 2 U.S.C. § 441b

(b)(2).

The audit of the Automobile and Truck Dealers Election

Action Committee, which covered the period 1/1/77 through

3/31/79, revealed that the Committee had accepted 47 contributions

from 31 business entities totaling $3,932.00. Subsequent confir-

mation with the appropriate Secretaries of State verified

that these business entities were incorporated at the time

contributions were made.

Upon the recommendation of the Audit Division, the

Committee refunded prohibited contributions or provided

adequate documentation establishing that contributions were

not received from corporate sources. Out of 47 contributions,

the Committee produced evidence that one contribution for

$b0 was not received from a corporate source, but rather

an unincorporated partnership. The remaining 46 contributions

were disclosed as refunded in subsequent reports filed by

the Committee.

On 16 December 1980, the Commission found reason to

believe the Committee violated 2 U.S.C. § 441b(a). The
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determination was made based upon evidence that the Committee

had accepted the aforementioned 46 contributions from corporate

sources totaling $3,872.50.

On Janaury 12, 1981, the Committee responded, in writing,

to the Commission's notification of findings in this matter.

In reply, the Committee admits the finding of f~ict, but calls

the Commission' s attention to additional facts -,tirrounding

this matter. See Attachment #1.

The Committee attributes the acceptance of corporate

contributions to mistakes made at the contribution processing

point. Clerks who process contributions have been instructed

not to accept checks from corporations. Regardless, some errors

are made. The Committee claims that "this is especially true

when the regular clerk is absent and there is a substitute."

In addition, the Committee claims that volume is also

a factor. Since its inception, the Committee has raised nearly

three million dollars. on a given day, the Committee may

process up to 210 checks totaling over $20,000. According

to the Committee, clerks may have no way of knowing that some

of the checks are drawn on corporate accounts.

Finally, the Committee would call the attention of the

Commission to the fact that the subject corporate contributions

represent less than one half of a percent (.005%) of the con-

tributions processed during the period covered by the audit.

In view of the measures voluntarily taken by the Committee

to refund prohibited contributions which represent a small
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p)ercentage of receipts, collected during the period covered

by the audit, the Office of General Counsel recommends that

the Commission take no further action and close the file

in this matter.

Recommendat ion

1. Take no further action agairi-st the Automobile and

Truck Dealers Election Action Cormmittee regarding a violation

of 2 U.S.C. S 441b(a).

2. Close the file in this matter.

3. Approve and send the attached letter to Mlr. William

C. Hamilton, consultant for the Trustees.

//

Date Steele
General Counsel

Attachments

Letter from Mr. William C. Hamilton
Letter to Mr. William C. Hamilton



ATTIACHMENT # 1

January 1?, 1081

Federal Election Cowmiss ion

'ashinyton, D.C. "0163

Attention: ,,r. Frir- k P. Reiche MUR 1307

Gcrntl emen:

lhis will reply to your letter of January 2rid relative to the findings ofthe FEC audit of the Automobile and Truck Dealers ElecLion Action
Commit tee.

C, Before replying specifically to the two Recommendations made by the office
C" of the General Counsel, we would like to express our appreciation for theexcellent manner in which this audit was conducted. Your three auditors

were painstaking and diligent, and always pleasant and gracious.

tl:en the audit f -t b(oon, represetatives of [)A assurCd the auditorS
that if DEAC had accepted any contributions which should not have been ac-
cepted, refunds would be nktde to those contributors. In every instance the

0recommendations of the auditors were accepted and refunds made.

In explanation for the first Recommendation of the General Counsel's office
Crelative to DEAC accepting checks from corporations, the following circum-

stances and procedures are set forth:

During the period covered by the audit, thousands of contributions
and thousands of dollars were processed. Since its inception DLAC has
raised nearly three million dollars. Many contributors submit their
contributions three or four times a year on a pre-set basis, so this
represents a large number of transactions.

A clerk handles the processing along these lines: the clerk opens
the mail ; matches the checks to a transmittal form which may be a
neq pledge or a Reminder of an outstanding pledge. This form is used
to submit data to Data Processing.

The clerk then microfilms the checks and prepared them for deposit.
All clerks handling this function have been instructed not to accept
checks from corporations. However, it is natural in processing checks
that some mistakes are made. This is especially true when the regular
clerk is absent and there is a substitute. -4

Achionoiobie and TrLICk O4nlcrs ElUction Action ComniiteA copy of our report f iled with ? h' r'1 (I ti .lFct l c' ,s ufl adn a~is L.,i .) r'. ' hasC trUi tht Ft-deral Election Commission. W shingr(j l L) C



When you consider the above, it is small wonder that the clerks had less
than one-haclf percent (.005%) errors.

So, the Committee's explanation to the first Recommendation of the General
Counsel's office, is that clerical errors were made. The Committee re-
emphasizes that the percentage is infinitessimal.

If the General Counsel's office or the Commission desires further in-
formation or data, we would welcome the opportunity to furnish it.

Sincerely,

William C. Hamilton, Consultant

For the Trustees

WCH/gm



FEDERAL ELECTION COMMISSION
~I7S~ WASHINGTON, D.C.24

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. William C. Hamilton, Consultant
Automobile and Truck Dealers Election Action

Committee
8400 Westpark Drive
McLean, VA 22101

RE: MUR 1307

Dear Mr. Hamilton:

On. December 16, 1980, the Federal Election Commission
found reason to believe that the Automobile and Truck Dealers
Election Action Committee violated section 441b(a) of the
Federal Election Campaign Act of 1971, as amended by accepting
corporate contributions for use in connection with federal
elections. However, after considering the circumstances of
this matter, the Commission has determined to take no further
action and close its file. The file 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 acceptance of corporate
contributions for use in connection with federal elections
violates 2 U.S.C. S 441b(a) and you should take immediate
steps to ensure that this activity does not occur in the
future.

If you have any questions, please direct them to Beverly
Brown, the staff member assigned to this matter at (202)
523-4529.

Sincerely,

Charles N. Steele
General Counsel



in this matter.

Recom~menda tion

1. Take no further action against the Automobile and

Truck Dealers Election Action Committee regarding a violation

of 2 U.S.C. § 441b(a).

2. Close the file in this matter.

3. Approve and send the attached letter to Mr. William

C. Hamilton consultant for the Trustees.

Date Charles N. Steele
General Counsel

Attachments

Letter from Mr. William C. Hamilton
Letter to Mr. William C. Hamilton

Prepared by Beverly Brown:ano 2/12/81



Dealers Election Action Committee
8400 WESTPARK DRIVE, McLEAN, VIRGINIA 22102 (703) 821-7110

January 12, 1981

Federal Election Commission

Washington, D.C. 20463

Attention: Mr. Frank P. Reiche MUR 1307

Gentlemen: -o
c-n

This will reply to your letter of January 2nd relative to the findings of
the FEC audit of the Automobile and Truck Dealers Election Action
Committee. CO

Before replying specifically to the two Recommendations made by the office
of the General Counsel, we would like to express our appreciation for the

IV excellent manner in which this audit was conducted. Your three auditors
were painstaking and diligent, and always pleasant and gracious.

When the audit first began, representatives of DEAC assured the auditors
%" that if DEAC had accepted any contributions which should not have been ac-

cepted, refunds would be made to those contributors. In every instance the
recommendations of the auditors were accepted and refunds made.

In explanation for the first Recommendation of the General Counsel's office
relative to DEAC accepting checks from corporations, the following circum-
stances and procedures are set forth:

During the period covered by the audit, thousands of contributions
and thousands of dollars were processed. Since its inception DEAC has
raised nearly three million dollars. Many contributors submit their
contributions three or four times a year on a pre-set basis, so this
represents a large number of transactions.

A clerk handles the processing along these lines: the clerk opens
the mail; matches the checks to a transmittal form which may be a
new pledge or a Reminder of an outstanding pledge. This form is used
to submit data to Data Processing.

The clerk then microfilms the checks and prepared them for deposit.
All clerks handling this function have been instructed not to accept
checks from corporations. However, it is natural in processing checks
that some mistakes are made. This is especially true when the regular
clerk is absent and there is a substitute.

Automobile and Truck Dealers Election Action Committee
A . )'. , it , r t ott is fl(d with tht, F (li(t l i h ( flon c(,m ission ar

,
S ,v h hf , frm th Ft F deral IIhction Commission. Washingtor D C
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The volume is also a factor. On January 6th, for example, DEAC
processed 210 checks for a total of $21,700. Another factor is
that the clerk has no way of knowing that some of the checks may
be from incorporated businesses. In fact, the auditors had to
check with Secretaries of State on several occasions to ascertain
whether or not businesses were incorporated.

When you consider the above, it is small wonder that the clerks had less
than one-half percent (.0050%1) errors.

So, the Committee's explanation to the first Recommendation of the General
Counsel's office, is that clerical errors were made. The Committee re-
emphasizes that the percentage is infinitessimal.

If the General Counsel's office or the Commission desires further in-
formation or data, we would welcome the opportunity to furnish it.

Sincerely,

William C. Hamilton, Consultant
For the Trustees

WCH/gm



Deers ection Action CommitteeDE4
C

Federal Election Commission

Washington, D.C. 20463

Attention: Mr. Frank P. Reiche



," I i DiRAI [H ECTION COMMISSION
WAN II N ,10N, [)C, 204b 3

January 2, 1981

CERTI II:ED MAIL
T( E'TURrqN CLIPT P'EQUESTED

Mr. -l,win J'. Mullane, Treasurer
Automobile & Truck Dealers

r,,e orion Action Committee
8400 Westpark Drive
McLean, Virginia 22101

Re: MUR 1307

Dcar Mr. Mullane:

On December 16, 1980, the Federal Election
Commission determined that there is reason to believe
that, your committee violated sections 441b(a) and
441a(a) (2) (A) of the Federal Election Campaign Act of
1971, as a Mended (the "Act") by accepting corporate
contributions for use in connection with Federal
elections and by making contributions to a Federal
candidate which exceeded statutory limitations. With
respect to a violation of 2 U.S.C. § 441a (a) (2) (A) ,
thc Commission determined to take no further action.
The General Counsel's factual and legal analysis,
wh1ic! formed a basis for other Commission's finding,
is attached for your information.

Under the Act, you have an opportunity to demon-
strate that no action should be taken against you.
Please submit any factual or legal materials which you
believe are relevant to the Commission's consideration
of this matter. Your response should be submitted
within ton days of your receipt of this letter. 1here
a-ppropriate, statements should be submitted under oath.

In the absence of any additional information which
demnstrates that no further action should be taken
against your conuittee with regard to a violation of 2
U.S.C. § 441b(a), the Commission may find probable cause
to believe that a violation has occurred and proceed
with formal conciliation. Of course, this does not pre-
clude the s-ettlement of this matter through informal
conciliation prior to a finding of probable cause to
believe if you so desire.



Page 2
Letter to: Mr. Edwin J. Mullane

The investigation now being conducted will be
confidential in accordance with 2 U.S.C. S 437g(a)(4)
(B) and § 437q(a)(12)(A), unless you notify the
Commission in writing that you wish the investigation
to be made public.

For your information, we have attached a brief
descripti.on of the Commission's procedures for handling
)oss i bLe violations of the At. If you have any
questions plea;e contact Beverly Brown, the staff
member assined to this matter, at (202) 523-4529.

Sincerely,

Frank P. Reiche
Vice Chairman

Enclosures

Gerieral Counsel's Factual and Legal Analysis
Procedures



FEDERAL ELECTION COMMISSION

GENERAL COUNSEL'S FACTUAL AND LEGAL ANALYSIS

DATE _.anUa~y_2_j MUR NO. 1307
STAFF MEMBER(S) & TEL. NO.
Beverly Brown/(202) 52'--4529
Hal Ponder/(202) 523-416-6- ..

RESPONDENT: Automobile and Truck Deailers
Ele 1 ct ion Acti on Commi i tte

SOURCE OF MUR: I N T E R N A L L Y G E N E R A T E D

Summary of Allegations

During the audit of the Automobile and Truck Dealers
Election Action Committee (the "Committee") the auditors
noted violations of certain provisions of the Federal Election
Campaign Act of 1971, as amended (the "Act"). Specifically,
the auditors determined that the Committee violated 2 U.S.C.§ 441b(a) by accepting corporate contributions and 2 U.S.C.
5 441a (a) (2) (A) by making contributions in excess of statutory
limitations to candidates for federal office.

On June 24, 1980, the Audit Division referred these
findings to the Office of General Counsel, noting that theC" violations occurred during the period covered by the audit

__ (1/1/77-3/31/79), such audit having been conducted pursuant
to former 2 U.S.C. S 438(a)(8). 1/

1/ At the time of the audit, 2 U.S.C. S 438(a)(8) directed
the Commission to make from time to time audits and field
investigations with respect to reports and statements filed
under the provisions of the Federal Election Campaign Act
of 1971, as amended.



corinection w4Lth any election to federal office, or for
any polititcal coniit Lee to knowingly accept or- receive
any contribution prohibited by this section.

During the audit of the Automobile and Truck
Dealers Eection Action Comittee, the auditors detemined

that the Committee had received 47 contributions from
31 business entities totalling $3,932.50. Subsequent
confirmation with respective Secretaries of State
verified that these business entities were incorporated
at the time contributions were made.

On January .4, 1980, the Audit Division sent a
letter of audit findings 'to the Committee. Therein,
the auditors recojmmended that the Coittee refund the
corporate contributions and provide doctumentation of
the refunds to the audit staff, or, alternatively,
provide adequate documentation establishing that
contributions were not received from corporate sources.
In addition, the auditors recommended that all refunds
be disclosed in subsequent reports pursuant to former
2 U.S.C. §. 434 (b) (7).

On February 6 and May 6, 1980, the Committee
submitted copies of 30 Comittee checks (front and
back) in evidence of having refunded 46 of the 47
contributions received from incorporated entities.
Endorsements appearing on the back of checks confirmed
the negotiation of refund checks and subsequent reports
filed by the Committee reflected 'the actual refunds
made to incorporated entities.

In addition to providing copies of Committee
refund checks, the Committee submitted a letter from
one business entity as evidence that one contribution
for $60 was not funded from a corporate source but
rather an unincorporated partnership.

Based upon the foregoing facts of this matter, the
Office of General Counsel recomnends that the Commission
find reason to believe the Conmnittee violated 2 U.S.C.
§ 441b(a).
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2. Excessive Contributions to Federal Candidates

2 U.S.C. § 441a(a) (2) (A) prohibits a multicandidate
political comiittee from making contributions to any
candidate and his authorized political committees with
respect to any election for federal office which, in
the aggregate, exceed $5,000.

In the conduct of audit field examinations, auditors
noted transfers to two federal candidates made in
connection with the 1978 General Election which exceeded
the statutory limitations set forth above. Specifically,
the au(itors dctcrinined that the Committee contributed
to the following candidates amounts in excess of $5,000:

Date of
Candidate Contribution Amounts

Roger Jepsen 8/22/78 $5,000
1/31/79 $2,500

Donald Stewart 10/2/78 $5,000
2/6/79 $1,000

In addition, the auditors determined that the
Committee to Re-Elect Thurmond received a total of
$7,000 from the Committee, prior to the candidate's
1978 Primary Election. However, total transfers to thecandidate for the 1978 election cycle totalled $10,000.

With respect to the above findings, the auditors,
in their letter of January 4, 1980, recotmended that
the Committee:

1) Obtain refunds from the two federal candidates
receiving excessive contributions in connection
with the 1978 General Election, and provide
documentation of the receipt of those refunds
to the audit staff.

2) In the case of the federal candidate who
received transfers in excess of the
limitation with respect to his Primary
Election, obtain a refund of the $2,000 and
provide documentation of the refund or,
alternatively, submit documentation of the
designation of the excess for General Election
purposes at the time the transfer was made.



a pri~or election.

Regarding the contributions to the Re-Elect
Tlhurmond Committee which exceeded contribution
limidtations to the candidaL's Primary E1ectionr
the Committee provided Cdocumentation of its
efforLs to obtain conf irmat.ion of the designation of
the excessive portion for General Election purposes.
To date, the Committee has received no response
despite its efforts to confirm that the apparent
excessive portion of its contribution was attributed
to the candidate's General Election campaign.

In light of the foregoing facts of this matter,
the Office of General Counsel recommends that the
Conuission find reason to believe the Committee vio-
lated 2 U.S.C. § 441a(a) (2) (A) and take no further
action in this matter.

Recommendat ions

1) Find reason to believe the Conunittee violated
2 u.s.c. § 441b(a),

2) Find reason to believe the Committee violated
2 U.S.C. S 441a(a) (2) (A) and take no further
action.
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BEFORE THE FEDERAL ELECTION MISSION

In the Matter of )

Automobile and Truck Dealers MUR 1307
Election Action Committee )

CEK IFICATION

I, Marjorie W. Emons, Recording Secretary for the Federal

Election Comission's Executive Session on December 16, 1980, do

hereby certify that the Comission took the following actions in

MUR 1307:

1. Failed on a vote of 3-3 to pass a motion to -

a) Find reason to believe the Committee violated
2 U.S.C. §441b(a) and take no further action.

b) Find reason to believe the Committee violated
2 U.S.C. §441a(a) (2) (A) and take no further
action.

c) Approve and send the letter with the General
Counsel's Factual and Legal Analysis attached
to the December 4, 1980 General Counsel's report
in this matter.

d) Close the file in this matter.

Coimnissioners Aikens Friedersdorf, and McGarry voted

affirmatively for the motion. Conmissioners Harris, Reiche, and Tiernan

dissented.

2. Decided by a vote of 4-2 to take the following actions -

a) Find reason to believe the Camiission violated
2 U.S.C. §44lb(a).

(Continued)



Page 2Certification for MR 1307

December 16, 1980

b) Find reason to believe the Ccanittee violated
2 U.S.C. S44la(a) (2) (A) and take no further
action.

Ccmnissioners Aikens, Harris, Reiche, and Tiernan voted

affirmatively for the decision. Comissioners Friedersdorf and

McGarry dissented.

Attest:

Date Marjorie W. Emmons
Secretary to the Camission
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, 3CMAFI)IRAI. ELECTION COMMISSION
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MEMORANDUM TO: CHARLES STEELE

PROM: MARJORIE W. EMMONS/MARGARET CHANEY

DATE: D ER 8, 1980

SUBJECT: MUR 1307 - OBJECTION TO FIRST OGC REPORT

The above-named document was circulated on a 48

hour vote basis at 2:00 p.m. on December 5, 1980.

Comnmissioner Harris submitted an objection at 10:59 a.m.

on December 8, 1980, and we are putting this matter on the agenda

This matter will be placed on the Executive Session

Agenda for Tuesday, December 9, 1980. We understand frcm Ms. Colgan

in your docket room that it should follow MUR 1252 on that agenda.

L - v



FEDERAL ELECTION COMMISSION
\% -SN %1N(, I ()N, 1) ( 2046 1

<A

MEMORANDUM TO: CHARLES STEELE

FROM:

DATE:

SUBJECT:

MARJORIE W. EMMONS/MARGARET CHANEY
OFFICE OF THE SECRETARY TO THE COMMISSION

DECMSBER 8, 1980

ADDITIONAL OMECTICN RE. MUR 1307

You were notified previously of an objection by

Conmissioner Harris to MUR 1307 - First General Counsel's Report.

Commissioner Reiche submitted an additional objection at

12:37 p.m. on December 8.

This matter will be discussed in executive session

on December 9, 1980.

Attached you will find a copy of Cormissioner Reiche's vote

sheet on which he has made a conment.

Attachment as noted.

III I 011111111



December 4, 1980

NMRMONDUM TO: MarJorie W. 3mas

FROM: ZSisa T. Garr

SOBJECT: MUR 1307

Please have the attached First CC Report distributed
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Federal Election Commission
1325 K Street, N.W,

Washington, D.C. 204'63

First General Counsel'UWo~t P 5: 49

Date and Time of Transmittal MUR #1307by OGC to the Commission Staff Member(s) -

/'- TLZ' Beverly Brown

SOURCE OF MUR: I N T E R N A L L Y G E N E R A T E D

RESPONDENT'S NAME: Automobile and Truck Dealers
Election Action Committee

RELEVANT STATUTE: 2 U.S.C. § 441b(a)
2 U.S.C. § 441a(a) (2) (A)

INTERNAL REPORTS CHECKED: Final Audit Report - Automobile
and Truck Dealers Election Action
Committee

FlL'ERAL AGENCIES CHECKED: None

Summary of Allegations

During the audit of the Automobile and Truck DealersElection Action Committee (the "Committee") the auditorsnoted violations of certain provisions of the Federal ElectionCampaign Act of 1971, as amended (the "Act"). Specifically,the auditors determined that the Committee violated 2 U.S.C.§ 441b(a) by accepting corporate contributions and 2 U.S.C.§ 4 41a(a) (2) (A) by making contributions in excess of statutorylimitations to candidates for federal office.

On June 24, 1980, the Audit Division referred thesefindings to the Office of General Counsel, noting that theviolations occurred during the period covered by the audit(1/1/77-3/31/79), such audit having been conducted pursuantto former 2 U.S.C. § 4 38(a)(8). 1/ (See attachment #1.)

1/ At the time of the audit, 2 U.S.C. S 438(a)(8) directedthe Commission to make from time to time audits and fieldinvestigations with respect to reports and statements filedunder the provisions of the Federal Election Campaign Act
of 1971, as amended.
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Factual and Legal Analysis

1. Acceptance of Prohibited Contributions

2 U.S.C. S 441b(a) states, inter alia, that it is
unlawful for any corporation to make a contribution in
connection with any election to federal office, or for
any political committee to knowingly accept or receive
any contribution prohibited by this section.

During the audit of the Automobile and Truck
Dealers Election Action Committee, the auditors determined
that the Committee had received 47 contributions from
31 business entities totalling $3,932.50. Subsequent
confirmation with respective Secretaries of State
verified that these business entities were incorporated
at the time contributions were made.

on January 4, 1980, the Audit Division sent a
letter of audit findings to the Committee. Therein,
the auditors recommended that the Committee refund the
corporate contributions and provide documentation of
the refunds to the audit staff, or, alternatively,
provide adequate documentation establishing that
contributions were not received from corporate sources.
In addition, the auditors recommended that all refunds
be disclosed in subsequent reports pursuant to former
2 U.S.C. § 434(b) (7).

On February 6 and May 6, 1980, the Committee
submitted copies of 30 Committee checks (front and
back) in evidence of having refunded 46 of the 47
contributions received from incorporated entities.
Endorsements appearing on the back of checks confirmed
the negotiation of refund checks and subsequent reports
filed by the Committee reflected the actual refunds
made to incorporated entities.

In addition to providing copies of Committee
refund checks, the Committee submitted a letter from
one business entity as evidence that one contribution
for $60 was not funded from a corporate source but
rather an unincorporated partnership.

Based upon the foregoing facts of this matter, the
Office of General Counsel recommends that the Commission
find reason to believe the Committee violated 2 U.s.c.
§ 441b(a) and take no further action in view of the
measures voluntarily taken by the Committee to refund
prohibited contributions.
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2. Excessive Contributions to Federal Candidates

2 U.S.C. S 441a(a) (2) (A) prohibits a multicandidate
political committee from making contributions to any
candidate and his authorized political committees with
respect to any election for federal office which, in
the aggregate, exceed $5,000.

In the conduct of audit field examinations, auditors
noted transfers to two federal candidates made in
connection with the 1978 General Election which exceeded
the statutory limitations set forth above. Specifically,
the auditors determined that the Committee contributed
to the following candidates amounts in excess of $5,000:

Date of
Candidate Contribution Amounts

Roger Jepsen 8/22/78 $5,000
1/31/79 $2,500

Donald Stewart 10/2/78 $5,000
2/6/79 $1,000

In addition, the auditors determined that the
Committee to Re-Elect Thurmond received a total of
$7,000 from the Committee, prior to the candidate's
1978 Primary Election. However, total transfers to the
candidate for the 1978 election cycle totalled $10,000.

With respect to the above findings, the auditors,
in their letter of January 4, 1980, recommended that
the Committee:

1) Obtain refunds from the two federal candidates
receiving excessive contributions in connection
with the 1978 General Election, and provide
documentation of the receipt of those refunds
to the audit staff.

2) In the case of the federal candidate who
received transfers in excess of the
limitation with respect to his Primary
Election, obtain a refund of the $2,000 and
provide documentation of the refund or,
alternatively, submit documentation of the
designation of the excess for General Election
purposes at the time the transfer was made.
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On February 6 and May 6, 1980, the Committee
submitted documentation that, in the case of the
excessive transfers made in connection with the 1978
General Election, the Committee had received a refund
of the excessive portion ($2,500) from the Friends of
Roger Jepsen and evidence that candidate Donald Stewart
had used the apparent excessive portion to pay debts of
a prior election.

Regarding the contributions to the Re-Elect
Thurmond Committee which exceeded contribution
limitations to the candidate's Primary Election,
the Committee provided documentation of its
efforts to obtain confirmation of the designation of
the excessive portion for General Election purposes.
To date, the Committee has received no response
despite its efforts to confirm that the apparent
excessive portion of its contribution was attributed
to the candidate's General Election campaign.

In light of the foregoing facts of this matter,
the Office of General Counsel recommends that the
Commission find reason to believe the Committee vio-
lated 2 U.S.C. § 441a(a) (2) (A) and take no further
action in this matter.

Recommendations

1) Find reason to believe the Committee violated
2 U.S.C. § 441b(a) and take no further action.

2) Find reason to believe the Committee violated
2 U.S.C. § 441a(a) (2) (A) and take no further
action.

3) Approve and send the attached letter with the

General Counsel's Factual and Legal Analysis.

4) Close the file in this matter.

Attachments

Attachment #1
Letter to Mr. Edwin J. Mullane with attached
General Counsel's Factual and Legal Analysis.



* ~mm~eATTAHMNT #1

FEDERAL [LECI ION COMMISSION
WA IN(40I{}N. I) ( ' ii

June 24 , 1.980

MEMORANDUM

TO:

THROUGH:

FROM:

CHARLES SI'Pl; B,E
GENERAL COUNSEL

ORLANDO B. PU)TPER
S'TAFF lI RI{VTOR

B013 COSTA

SUBJECT: FINAL AUDIT REIPORT - AUTOMOBILE
AND TRUCK DEALERS ELECTION ACTION

Attached for your revLiew and legal analysis
audit report of the Automobile and Truck Dealers
Action Committee.

COMMITTEE

is the final
Election

If you have any quest iions, please contact Craig Russell.
on extension 3-4155.

Attachment as stated
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( EDERAL ELECTION COMMISSION
\\I,\ IN(r TON. 1) C. 204(

REPORT OF THE AUDIT DIVISION
ON THlE

AUTOMOBILE AND TRUCK DEALERS ELECTION ACTION COMMITTEE

1. 3ackl round

A. Overview

This report is based on an audit of the Automobile
and Truck Dealers Election Action Committee ("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"). The audit was conducted pursuant to
Section 438(a)(8) of Title 2 of the United States Code which,
at the time of the audit, directed the Commission to make from
time to time audits and field investigations with respect to
renorts~ and statements filed under the provisions of the Act.

The Committee registered with the Secretary of the
United States Senate on July 17, 1975, reporting the National
Automobile Dealers Association :(NADA), a trade association,
a: its connect4ed organization. The Committee maintains its
headquarters in McLean, Virginia.

The audit covered the period from January 1, 1977
through March 31, 1979, the final coverage date of the most
recent report filed by the Committee at the time of the audit.
The Committee reported a beginning cash balance on January 1,
1977 of $316,146.03, total receipts for the period of $1,568,867.72,
total expenditures for the period of $1,601,953.72 and. a closing
cash balance on March 31, 1979 of $283,060.03.

This audit report is based on documents and working
pae)ors which support 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.
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B. Key Personnel

The principal officers of the Committee during the
period audited were William E. Hancock, Jr., Chairman, and
Edwin J. Mullane, Treasurer.

C. Scope

The audit included such tests as verification of
total reported receipts and expenditures and individual
transactions; review o required supporting documentation
and analysis of Committee debts and obligations; and such
other audit procedures as deemed necessary under the
circumstances.

VI. Audit Findings and Recommendations

A. Acceptance of Prohibited Contributions

Section 441b(a) of Title 2 of the United States
',e, Code, states in relevant part, it is unlawful for any corporation

to make a contribution in connection with any election to Federal
office, or for any political committee knowingly to accept or
receive any contribution prohibited by this section.

During the course of the audit we noted acceptance
by the Committee of 47 contributions from 31 business entities,
total 11 ;, ) 12. 5f. These )usinesses were subsequently verified
with r spective Secretaries of State as being incorporated as
of the date of contribution.

When discussing the Committee's procedures for screening
out prohibited contributions, Committee officials explained that
the Committee's solicitations are basically aimed at the principal
owner or owners of various auto and truck dealerships throughout
the country, many of whom operate their businesses as corporations.
Despite the Committee's efforts to stress in their solicitation
material the necessity of contributions being made from personal
funds, Committee officials stated some contributions inevitably
will come in on corporate checks, which the Committee returns,
if noted. Committee officials attributed the acceptance of the
contributions noted above to lack of attentiveness at the contri-
bution processing point, and indicated their willingness to
refund the corporate contributions, as necessary.
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Reqarding the apparent corporate cont:ributions accepted,
the Audi t staff recommended in a letter of audit findinqs of
January 4, 1980, that the Committee refund the contributions and
provi.dt'- documentation of the refunds to the Audit staff, or,
alternatively, provide adequate documentation establishing
that con-ributions were not received from corporate sources.
We furtlher recommended t-hat these refunds be disclosed in the
Committee's next disclo.sur.e report in accordance with 2 U.S.C.
434 (b) (7).

On February 6 aind May 6, 1980, the Committee submitted
acceptable documentation demonstratinq refunds of 46 of the
47 apparent prohibited contributions noted above. In one (1)
case, the Committee submitted a letter showing the contribution
was not funded from an incorporated source. The Committee has also
disclosed the refunds in their reports to the Commission.

Recommendation

Based on the Committee's response as noted above, the
Audit staff recommends no further action in this matter.

B. 17olicitation of Non-Members

Section 114.8(a) of ritle ii, Code of Federal Regulations,
defines, in nart, a trade association as a membership orqanization
of persons englci-nq in a similar or related line of commerce,
organLized to promote and improve business conditions in that line
of commerce.

Section .114.7(a) of Title 11, Code of Federal Regulations,
states in relevant part, that memborship organizations, or their
separate sc(reqated funds may solicit contributions to the fund
from members of the or(jan.ization.

Section 114.1(,) of Title 1i, Code of Federal
Regulations, defines "members" as all persons who are currently
satisf'ying the requirements for membership in a membership
organiZation, trade association, co-operative, or corporation
without capital stock. Further, Section 114.1(g) of Title 11,
Code of Federal Rqulations defines "solicitinq" as the manner
in which the solicitation is undertaken includi ng , but not
limited to, mailings, oral. requests for contributions, and hand
distribution of pamphlets.
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We d(etermined that during the audit period, the
'ommi. te(, titilized two (2) major tundraising methods. In
t'ebr'a ry() 1977 and 1.978 the Commit tee held large [undraising
(i].n(rs ()iamond Dinners) at the conclusion of the annual NADA
conv\,ntioii, to which former Committee contributors were invited

and u rgod to purchase tickets at $150 a ticket. The second
fundratising m(etlhod rveolved around a l-or ma]Iy (,stab lished pledgie

system which -unctions with the assistance of regional and state
voLunteer Chai ipersons. These peop].e are r,2quested by the Comminttee
to hold meetinqrs to which area auto dealer:; are invited and, after
obtainingj the required permission form in the case of dealers who
operate thai r busincsses as corporations, the solicitation is maCe
on behalf of the Committee. Dealers in attend'ance are asked to
siqn a plodge Iorm on which they agree to contribute a certain
amount, usually annually or qlual-rterly, to the Committee. The
pledge is considered perpetuallv in effect until revoked by
the contributor. The Committee itself supports this system by
quarterLy p ledge reminders and various solicitation mailings.
Conunittee officials have stated that under this method, the
solicitations, both personally and by,, mail, are directed at the
NADA "representative" at the particular dealerships which in

almost all cases is the dealer/owner himself. They have added
that the polic, of the Committee regardinq solicitation of
personnel of corporate member:; of NADA is to solici t the dealer/

owner only and not go beyond him to solicit the dealrship's
stockholders, oxecutive and acministrative cersonnl , or their
families. Unaei: both solicitat ion methods, contribution checks
and piedcje Forms were and are sent directly to the Commit tee.

It should be noted, however, that the requirement
of membershi p i.n NADA was neither implicitly nor explicit,
stated i-n ai ()F the Committee's solicitati on matoerial viewed
by the Audit st-aff during the course of the audit. When questioned
about this issune, an official admitted that the Committee
exercisedI no real control over who attends the pledge solicitation
meetings for the Committee. Regarding the Diamond Dinners, the
responsible Committee official stated that one of the major reasons
why th,. Committee has decided to discontinue these functions was
the lack of control over who was being solicited. When discussing
the mertod of processing contributions made to the Diamond Dinners,
the official stated that NADA membership status was not checked.
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Durint our re: view of the Committee's receipts, we

noted 13 item:; t:hat were received From non-membors of NADA,

:Jndicati.nn apparent solicitation of individual.s whose dealer-

shins were niot dues-paying member ot NADA at the time of

s0licitation. In 12 instances contributions, were actually

accepted by the Committee from individuals involved and one

(1) in.:; tance involved a p1 udge to contribute only. Total

contributaions accepted (uring the audit period from non-member

reqular pledqe/contributor.-n identified amounted t.o $, T55.'.

Our review of Diamond D)inner contributions disclosed

1 0 conftjiutini'z:; from 1.0 inividiials and organizations, totaling

, .0 ).,'I, not.. related with membh'l dealership.; of NADA at the

Lime of the contribution. Included in these tot'als were three

(3) ant omobile dealer as.-;ociations operating on a statewide level

as political action committees (State Pacs), T-hat contributed a

total of $2,100, with no single contribution being in excess of

"1,000. I/

The Audit Division recommended in our letter of

a1udit findinqs that the Cormamittee:

1 ) Refund the $1,355 of contributions received from
non-member solicitees in connection with the Committee's regular
p ledge/cont-i butLion_.pro ram, and provide evidence of the refunds
to the, Ad sf

f) .e und to the contriutors involved the $4,050 of
contribu tions received from non-meinlber solicitees (both

incividuIa_1s and the three (3) Sta.te Pacs) in connection with

the Di amond Dinner fundrais'(- rs and provide evidence of the refun.s

C to the A\udi t staff.

3) With respect to non-member solicitees who are

part of the regular plie,/contnibution program, remove all those

individuals grom the Comai ttee's pledg, system files and provide

(locumentation of the deletion or provide documentation of present

membership status in NADA.

1/ Stat, Pac officials, acting as volunteer Chairpersons, assist

the Committee by holdinq dealer meetinqn and soliciting oledoes

(with contribution; under the system sent directly to the
Cc)r" .vttee) and, in e:.:chang e, the State Pac receives 20?, of the
resultinq contributions thus raised for the Committee from
dealers in the particular state. Funds are transferred from
the Committee to the various participating State Pacs on the
conditions that receipt of such monies does not violate any
applicable state law and the State Pac agros to use the funds
in connection with State and local camnaigns only.
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4) mplement procedu ra I
Commi ttee' solicitation literatw re
-:) t I;o i ci tation of non-members, (nd
t 't(, ')Um!Litte '- ( f f ort.,; to the And it

changes and revise the
to reduce the incidence
provide documentation of
staff for review.

5) Di sc'l:-e all refunnds made in the Committee's
4w.t a isclosulrc report i n accordance with 2 U. . C. 434(b) (7).

On V-'ebrua rv 6 and May 6, 1980, the CommI it-tee
:1[m1i tted acceptable documentation demonstratina refunds of

,.,Jl the contribution; received fr.om non-members hoted above.
Ihe' Committee has also disclosed the refunds in its,; reports
to the Commission. In addition, the Committee submitted
evidence of procedural changes and copies of revised solici-
Ltaion literature aimed at preventinq the future solicitation
of non-members ot NADA.

R comme nda t ion

Based on the Committee' s response as noted above, the
Au.dLt .La r recommonds no further action in this matter.

C. Excessive Contril uteinns to Federal Candidates

Cole

) r l i
o F- F i

Section 44a (a) (2) (A)
states that no mul.ticandi
make contributions to any
,cal comitteoes with respe

which, in the a e _4 atL,

of Title 2, United States
date n)olitical committee
candidate and his authorize('

ct tO any election for Federal
.:.:cecd '5,000.

During our review of Committee expenditures,
note, trn-r two (2 ecril candidates made in
wi th the 1978 General IKI cation w,ich exceeded the stat
1.mitation set forth above. The excess ive portion of
COntLYbttionS to I,,derai candidates totaled $3,500.00.

we
connection
utory
these

We also noted that another candidate received a
total of $7,000 f]rom the Committee in connection with and
prior to the candidate's 1978 Primary Election. Total
transi Qrs to the candidate for the 1978 election cycle
totaled $l0,00().

_ - - ,_.4-.-J. AW ~ Vi -W.4 . - .. ~ . -
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When discussing these matters with Committee officials,

it was noted that at the time of thse-tranfers the Committee

did not use a written system for a-icj;qr(ating transfers to Federal
cddt. Commi t tee of ficials stated at the time oI the audit

that they were in the process of establishing one and also
.a wI ii~n<ness to obtain refunds from the candidates

IVOlV. , as required.

The Audi t staff recommended in our 1 ,tter of audit
(Ai ,d inrls that the Conmi t tee:

I) Obtain refunds from the two (2) Pederal candidates

r,.,ecel iVinc excessive contributions in connection with the 1978

Ceuneria1.1. Election, and] provide documentation of' the -eceipt of

these refunds to thte Audit staff for review.

2) In the case of the Federal candidate who received
t-ians Iers technical I. in excess of the limitation with respect

to his Primary :lection, we recommended the Committee obtain a

refund of the $2,000 and provide acceptable documentation of the

" refund or, alternatively, submit documentation of the designation
1of the e:-:ccss for General Election purposes at the time the transfer

w.a s made.

On 1,ebruary 6 and May 6, 1980, the Committee submitted

documetntation demonstrzatinq that:

1 1) in the case of? the e:xcessive transfers made in

connection with the 1978 (,enera! Election, the Committee had
received a refund of the excessive portion from one (1)

c candioate and evience that the other candidate had used the

apparent e:cessive p()rtion to pay debts of a prior election,

2) in the other instance, the Committee had made

best efforts to obtain documentation of the desiqnation for

Gen0-ra I El ection purposes

1Ze c. omm end ation

Based on the Comini. ttee's Lesponse as noted above, the

Audit staff recomme nds no further action in this matter.
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1. mpropcr Use of Solicitation GuideI nte

Section 114. 8() (4) of Title 11, Code of Federal
iSety(nki tions, states that solicitations made b' a trade
as soc i a on and/or it- - -epcrat.e seregated fund are subject
to i 'ovisions of ection Ii14.5 (a) of tho Reqjulations.

Section 114.5(a) (2) ()1 Ti tie i1, ('odo of Federal
RegJ1]a a tions, sLtates tihat ( gu(S il no for c(- tri.butions may

be a u .;cest ed (by a Lrade associition or it.; :,-parate
.<, eqa toe fund), provided their the person soliciting or
the soicitation in1o ms the pe .-ons lbeinq :olicited -

(i) that the guide].i nos -ar( merely suggestions;
and

(ii) that an individulal is free to contribute
more or less than the guidelines suggest
and that the (trade association) will not
favor or disadvantage anyone by reason of
the amount of their contribution or their
decision not to con triblute.

Dcl-rill(I our review of
tI- %e.: note(1 the con t r I- ut

(eal e,' nImber oeI new car saL.Le
[:lii ~ Lssons with Committee o

),-at L Ls was patterned after t
N DA in computinq membersh-ip du
dealers throughout the country.

the Committee's solicitation
ion pledge form utilized by the

for contributions based on the
s during the previous year.
ft:icials, Auditors were informed
ie (lues structure established by
(05. fo- automobile and truck

The pledge form provided for the contributor to
ladic. to whether he wished to contribute on his pledge
quarterly or annually, but allowed no flexibility in
deter:-nining the amount of his contribution which was rigidly
qeared to the dealer's number of new car sales, as mentioned

The Audit staff recommended in our letter of audit
Lindinuas that the Comnittee rev we its contribution pledge
Lore::: to comply with the requirements set forth above, and
f.rni sh the Audit staff with copies of appropriate documentation
tor e.

On FebruaIy, 6,
its revised contribltion
reo(1'i emcents of 1]. C.F i

1980, the Committee filed a copy of
pledcge f-o-m which comnltios with the

114.5 (a) (2) .



R~ Jeportinig of Interest and investm~ent iinlcomne

During the period of the audit, Section 434 (b) (7)
o-,f T1itle 2, United States Code, stated that each report of
receipts and expenditures filed with the Commission sh-all
disclose each contribution, rebate, refund, or other receipt
in excess of $100 not otherwise listed under Section 434 (b),

paragraphs (2) through (6)

During the course of the audit we noted that the

Committee reported interest and investment income, totaling

$47,212.74 for the audit period, on the detailed Summary

Schedule line for unitemized contributions, where the total

for the reporting period was, listed with the notation "Interest
Income." Our audit confirmed that each instance of interest
receipt, except one (1), was in excess of $100.

'The Audit staff recormnended in our letter of audit

findings that the Committee file comprehensive amendments for

the periods 1977, 1978, and the first quarter of 1979, itemizing
the interest and investment income receipts as required.

On June 19, 1980, the Committee filed supplements to
its comprehensive amendments for 1977, 1978, and 1979, filed

on February 6, 1980, which included the required information.

Recommendation

Based on the Committee's response as noted above, the

Audit staff recommends no further action in this matter.

F. Reporting of Transfers to Federal Candidates

During the period of the audit, Section 434 (b)(4) of

Title 2, United States Code, required political committees to

disclose in reports filed with the Commission the name and

address of each committee or candidate to which the committee
made a transfer of funds, together with the amount and dates
of all transfers.
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Iiring our review of Committee expenditures, we
noted one () instance where the Committee failed to itemize
a $2,000 Lransfer to a Federal candidate, and two (2) instances
where the Committee misreported the amounts of transfers to
Federal candidates by $900 each.

The Audit staff recommended in our letter of audit
findin.s that the Committee include the omitted transaction
and correctin(u entries in its 1978 comprehensive amendment.

'['he olitted t- rans;action andl correctinq entries were
included i n the Committee' s comprohenm;ive aniondment wh.ich was
itiled withi the Commission on February 6, 1980.

Recomnendat ion

Based on the Commi.ttee's response as noted above, the
Audit staff recomends no further action in this matter.
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IF[DERAL ELECTION COMMISSION
\VAI IIN( I ON, D C 2040 

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Edwin J. Mullane, Treasurer
Automobile and Truck Dealers Election

Action Committee
8400 Westpark Drive
McLean, Virginia 22101

Re: MUR 1307

Dear Mr. Mullane:

On, , 1980, the Federal Election Commission
determined that there is reason to believe that your committee
violated sections 441b(a) and 441a(a) (2) (A) of the Federal
Election Campaign Act of 1971, as amended (the "Act") by
accepting corpora-e contributions for use in connection with
federal elections, and by making contributions to candidates
for federal office in excess of statutory limitations.
However, in view of measures voluntarily taken by your
committee to refund or request refunds of prohibited
contributions, the Commission has determined to take no
further action and close its file in this matter.

The General Counsel's factual and legal analysis, which
formed a basis for the Commission's determination, is attached
for your information. This matter will be made part of the
pubt.ic rccord within thirty days. yhd you wish to submit
any materials to appear on the public record, please do so
within 10 days.

If you have any questions, please direct them to
Beverly Brown, the staff member assigned to this matter,
at 202/523-4529.

Sincerely,

Enclosure:

General Counsel's Factual and Legal Analysis



FEDERAL ELECTION COMMISSION

GENERAL COUNSEL'S FACTUAL AND LEGAL ANALYSIS

DATE MUR NO. 1307
STAFF MEMBER(S) & TEL. NO.
Beverly Brown/(202) 523-4529
Hal Ponder/(202) 523-4166

SOURCE OF MUR: I N T E R N A L L Y G E N E R A T E D

Summary of Allegations

C During the audit of the Automobile and Truck Dealers
Election Action Committee (the "Committee") the auditors
noted violations of certain provisions of the Federal Election
Campaign Act of 1971, as amended (the "Act"). Specifically,
the auditors determined that the Committee violated 2 U.S.C.
§ 441b(a) by accepting corporate contributions and 2 U.S.C.
§ 441a(a) (2) (A) by making contributions in excess of statutory
limitations to candidates for federal office.

On June 24, 1980, the Audit Division referred these
C findings to the Office of General Counsel, noting that theviolations occurred during the period covered by the audit

(1/1/77-3/31/79), such audit having been conducted pursuant
to former 2 U.S.C. § 438(a) (8). l/

1/ At the time of the audit, 2 U.S.C. § 438(a) (8) directed
the Commission to make from time to time audits and field
investigations with respect to reports and statements filed
under the provisions of the Federal Election Campaign Act
of 1971, as amended.



0 - 2- 0

Factual and Legal Analysis

1. Acceptance of Prohibited Contributions

2 U.S.C. S 441b(a) states, inter alia, that it is
unlawful for any corporation to make a contribution in
connection with any election to federal off ice, or for
illy political committee to knowingly accept or receive

,inly contribution prohibited by this section.

During thc audit of the Automobile and Truck
Dealers Election Action Committee, the auditors determined
that the Committee had received 47 contributions from
31 business entities totalling $3,932.50. Subsequent
confirmation with respective Secretaries of State
verified that these business entities were incorporated
at the time contributions were made.

On January 4, 1980, the Audit Division sent a
letter of audit findings to the Committee. Therein,
the auditors recommended that the Committee refund the
corporate contributions and provide documentation of
the refunds to the audit staff, or, alternatively,
provide adequate documentation establishing that
contributions were not received from corporate sources.
In addition, the auditors recommended that all refunds
be disclosed in subsequent reports pursuant to former
2 U.S.C. S 434(b) (7).

On February 6 and May 6, 1980, the Committee
submitted copies of 30 Committee checks (front and
back) in evidence of having refunded 46 of the 47
contributions received from incorporated entities.
Endorsements appearing on the back of checks confirmed
the negotiation of refund checks and subsequent reports
filed by the Committee reflected the actual refunds
made to incorporated entities.

In addition to providing copies of Committee
refund checks, the Committee submitted a letter from
one business entity as evidence that one contribution
for $60 was not funded from a corporate source but
rather an unincorporated partnership.

Based upon the foregoing facts of this matter, the
Office of General Counsel recommends that the Commission
find reason to believe the Committee violated 2 U.S.C.
§ 441b(a) and take no further action in view of the
measures voluntarily taken by the Committee to refund
prohibited contributions.
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2. Excessive Contributions to Federal Candidates

2 U.S.C. S 441a(a) (2) (A) prohibits a multicandidate
political committee from making contributions to any
candidate and his authorized political committees with
respect to any election for federal office which, in
the aggregate, exceed $5,000.

In the conduct of audit field examinations, auditors
noted transfers to two federal candidates made in
connection with the 1978 General Election which exceeded
the statutory limitations set forth above. Specifically,
the auditors determined that the Committee contributed
to the following candidates amounts in excess of $5,000:

Date of
Candidate Contribution Amounts

Roger Jepsen 8/22/78 $5,000
1/31/79 $2,500

Donald Stewart 10/2/78 $5,000
2/6/79 $1,000

In addition, the auditors determined that the
Committee to Re-Elect Thurmond received a total of
$7,000 from the Committee, prior to the candidate's
1978 Primary Election. However, total transfers to the
candidate for the 1978 election cycle totalled $10,000.

With respect to the above findings, the auditors,
in their letter of January 4, 1980, recommended that
the Committee:

1) Obtain refunds from the two federal candidates
receiving excessive contributions in connection
with the 1978 General Election, and provide
documentation of the receipt of those refunds
to the audit staff.

2) In the case of the federal candidate who
received transfers in excess of the
limitation with respect to his Primary
Election, obtain a refund of the $2,000 and
provide documentation of the refund or,
alternatively, submit documentation of the
designation of the excess for General Election
purposes at the time the transfer was made.
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On February 6 and May 6, 1980, the Committee
submitted documentation that, in the case of the
excessive transfers made in connection with the 1978
General Election, the Committee had received a refund
of the excessive portion ($2,500) from the Friends of
Roger Jepsen and evidence that candidate Donald Stewart
had used the apparent excessive portion to pay debts of
a prior election.

Regarding the contributions to the Re-Elect
Thurmond Committee which exceeded contribution
limitations to the candidate's Primary Election,
the Committee provided documentation of its
efforts to obtain confirmation of the designation of
the excessive portion for General Election purposes.
To date, the Committee has received no response
despite its efforts to confirm that the apparent
excessive portion of its contribution was attributed
to the candidate's General Election campaign.

In light of the foregoing facts of this matter,
the Office of General Counsel recommends that the
Commission find reason to believe the Committee vio-
lated 2 U.S.C. § 441a(a) (2) (A) and take no further
action in this matter.

Recommendations

1) Find reason to believe the Committee violated
2 U.S.C. § 441b(a) and take no further action.

2) Find reason to believe the Committee violated
2 U.S.C. § 441a(a) (2) (A) and take no further
action.

3) Close the file in this matter.

I IN
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FEDERAL ELECTION COMMISSION
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September 22, 1930

I'E.L,ORANDUtr

TO: Bob Costa/Craig Russell

THROUGH: Staff Director's Office

FROM: Charles N. Stee] s/'
General Counsel

SUBJECT: Final Audit Report - Automobile
and Truck Dealers Election
Act ion Communittee - A-787

The Office of General Counsel has reviewed the final
audit report concerning the Automobile and Truck Dealers
Election Action Committee. Based on the information
presented, we concur with the recommendations in findings
B, D, E and F.

11ith respect to findings A and C, which pertain to
corporate and excessive contributions, it is the opinion
of this office that these matters warrant further legal
consideration. Accordingly, we will address these issues
in a Matter Under Review.
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June 24, 1980

MEMORANDUM

CHARLES STEELE
GENERAL COUNSEL

AL.
ORLANDO B. POTTER 0.
STAFF DIRECTOR

BOB COSTA

FINAL AUDIT REPORT - AUTOMOBILE
AND TRUCK DEALERS ELECTION ACTION

Attached for your review and legal analysis
audit report of the Automobile and Truck Dealers
Action Committee.

COMMITTEE

is the final
Election

If you have any questions, please contact Craig Russell
on extension 3-4155.

Attachment as stated

TO:

THROUGH:

FROM:

SUBJECT:
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REPORT OF TIE AUDTT DIVISION
ON THE

AUTOMOBILE AND TRUCK DEALERS ELECTION ACTION COMMITTEE

1-. Background

A. Overview

This report is based on an audit of the Automobile
and Truck Dealers Election Action Committee ("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"). The audit was conducted pursuant to
Section 438(a)(8) of Title 2 of the United States Code which,
at the time of the audit, directed 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 Secretary of the
United States Senate on July 17, 1975, reporting the National
Automobile Dealers Association (NADA), a trade association,
as its connected organization. The Committee maintains its
headquarters in McLean, Virginia.

The audit covered the period from January 1, 1977
throuqh March 31, 1979, the final coverage date of the most
recent report filed by the Committee at the time of the audit.
The Committee reported a beginning cash balance on January 1,
1977 of $316,146.03, total receipts for the period of $1,563,867.72,
total expenditures for the period of $1,601,953.72 and a closinq
cash balance on March 31, 1979 of $283,060.03.

This audit report is based on documents and working
parers which sunport 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.
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B{. Key Personnel

The principal officers of the Committee during the
period audited were William E. Hancock, Jr., Chairman, and
V dwin .J. Mullane, Treasurer.

C. Scope

The audit included such tests as verification of
total reported receipts and expenditures and individual
transactions; review of required supporting documentation
and analysis of Committee debts and obliqations; and such
other audit procedures as deemed necessary under the
circumstances.

II. Audit Findings and Recommendat ions

A. Acceptance of Prohibited Contributions

Section 441b(a) of Title 2 of the United States
Code, states in relevant part, it is unlawful for any corporation
to make a contribution in connection with any election to Federal
office, or for any political committee knowingly to accept or
receive any contribution prohibited hy this section.

During the course of the audit we noted acceptance
by the Committee of 47 contributions; from 31 business entities,
totaling $3,932.50. These busines.;es were subsequently verified
with respective Secretaries of State as beinq incorporated as
of the date of contribution.

When discussing the Committee's procedures for screening
out prohibited contributions, Committee officials explained that
the Committee's solicitations are basically aimed at the principal
owner or owners of various auto and truck dealerships throughout
the country, many of whom operate their businesses as corporations.
Despite the Committee's efforts to stress in their solicitation
material the necessity of contributions being made from personal
funds, Committee officials stated some contributions inevitably
will come in on corporate checks, which the Committee returns,
if noted. Committee officials attributed the acceptance of the
contributions noted above to lack of attentiveness at the contri-
bution processing point, and indicated their willingness to
refund the corporate contributions, as necessary.
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Regarding the apparent corporate contributions accepted,
the Audit staff recommended in a letter of audit findings of
January 4, 1980, that the Committee refund the contributions and

provide documentation of the refunds to the Audit staff, or,
alternatively, provide adequate documentation establishing
that contributions were not received from corporate sources.
We further recommended that these refunds be disclosed in the
Committee's next disclosure report in accordance with 2 U.S.C.
434(b) (7).

On February 6 and May 6, 1980, the Committee submitted

acceptable documentation demonstrating refunds of 46 of the
47 apparent prohibited contributions noted above. In one (1)

case, the Committee submitted a letter showing the contribution

was not funded from an incorporated source. The Committee has also

disclosed the refunds in their reports to the Commission.

Recommendation

Based on the Committee's response as noted above, the

Audit staff recommends no further action in this matter.

B. Solicitation of Non-Members

Section 114.8(a) of Title 11, Code of Federal Regulations,

defines, in part, a trade association as a membership organization

of persons engaging in a similar or related line of commerce,
organized to promote and improve business conditions in that line
of commerce.

Section 114.7(a) of Title 11, Code of Federal Regulations,

states in relevant part, that membership organizations, or their

separate segregated funds may solicit contributions to the fund
from members of the organization.

Section 114.1(e) of Title ii, Code of Federal

Regulations, defines "members" as all persons who are currently

satisfying the requirements for membership in a membership
organization, trade association, co-operative, or corporation

without capital stock. Further, Section 114.1(g) of Title 11,

Code of Federal Regulations defines "soliciting" as the manner

in which the solicitation is undertaken including, but not

limited to, mailings, oral requests for contributions, and hand

distribution of pamphlets.
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We det.ermin ,', that (l rinq the audit period, the
('ommittee utii Zed 1w (2) ma or fundraising methods. In
1.1ebruary of 1977 and 1978 the Committee held large fundraising

dinners (L)iamond Di rners) at the conclusion of the annual NADA
convention, to whi.ch fo rmer C()mmittee contributors were invited

and urged to purch(use tickets at $150 a ticket. The second
fundraising method revel ,ved around a formally ,s tablished pledge
system which funct:ions with the assistance of regional and state
volunteer Chairpers,;. These people are requested by the Committee
to hold meetinqs to w i ch area auto dealers are invited and, after
obtaining the required ormiss.ion form in the case of (14,alers who
operate their busines;.e;,s; as corporations, the solicitalt ion is made
on behalf of the Committee. Dealers in attend'ance arc asked to
sign a pled(ie form on which they agree to contribute a certain
amount, usually annually or quarterly, to the Committee. The
pledge is considered perpetually in effect until revoked by
the contributor. The Committee itself supports this system by
quarterly pledge reminders and various solicitation mailings.
Committee officials have stated that under this method, the
solicitations, both personally and by mail, are directed at the
NADA "representative" at the particular dealerships which in
almost all cases is the dealer/owner himself. They have added
that the policy of the Committee regarding solicitation of
personnel of corporate members of NADA is to solicit the dealer/

owner only and not go beyond him to solicit the dealership's
- stockholders, executive and admini strative personnel, or their

families. Under both solicitation methods, contribution checks
and pledge forms were and are sent directly to the Committee.

C It should be noted, however, that the requi rement

of membershil in NADA was neither implicitly nor ex.piicity
stated in any of the Committee's solicitation material viewed
by the Audit staff during the course of the audit. When questioned
about this issue, an official admitted that the Committee
exercised no real control over who attends the pledge solicitation
meetings for the Committee. Peqgarding the Diamond Dinners, the
responsible Committee official stated that one of the major reasons
why the Committee has decided to discontinue these functions was
the lack of control over who was being solicited. When discussinc
the method of processing contributions made to the Diamond Dinners,
the official stated that NADA membership status was not checked.
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Durint our review of the Committee's receipts, wO
noted 13 items that were received from non-members of NAIDA,
indicating apparent solicitation of individuals whose dealer-
ships were not dues-paying member of NADA at the time of
solicitation. In 12 instances contributions were actually
accepted by the Committee from indi viduals invovecd and one
(1) instance involved a pledge to contribute on]y. Total
contributions accepted during the audit period trom non-member
regular pledge/contributors ident i f i ed amounted t-() $1, 355.00.

Our review of Diamond Dinn r contributions disclosed
10 contribution:; from 10 individuals and orq(anizations, totaling
$4,050.00, not related with member dealerships of NADA at the
time of the contribution. Included in these tot'als were three
(3) automobile dealer associations operating on a statewide level
as political act-ion committees (State Pacs) , that contributed a
total of $2,100, with no single contribution being in excess of

$1,000. 1/

The Audit Division recommended in our letter of
audit findings that the Committee:

1) Refund the $1,355 of contributions received from
non-member solicitees in connection with the Committee's regular
pledge/contribution program, and provide evidence of the refunds
to the Audit staff.

2) Ilefund to the contributors involved the $4,050 of
contributions received from non-member solicitees (both
individuals and the three (3) State Pacs) in connection with
the Diamond Dinner fundraisers and provide evidence of the refurnds
to the Audit staff.

3) With respect to non-member solicitees who are
part of the regular pledge/contribution program, remove all those
individuals from the Committee's pledge system files and provide
documentation of the deletion or provide documentation of present
membership status in NADA.

I/ State Pac officials, acting as volunteer Chairpersons, assist
the Committee by holding dealer meetinqs and soliciting pledges
(with contributions under the system sent directly to the
Committee) and, in exchange, the State Pac receives 20% of the
resulting contributions thus raised for the Committee from
dealers in the particular state. Funds are transferred from

the Committee to the various; participating State Pacs on the
conditions that receipt of such monies does not violate any

applicable state law and the State Pac aqrees to use the funds
in connection with State and local campaigns only.
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4) Implement procedural changes and revise the
Comiimittee'c; solicitation literature to reduce the incidence
of solicitati)n of non-members, and provide documentation of
the Committ.(e's efforts to the Audi t staff for i',1view.

5) Disclose all refund:; made in the ('ommittee's
next- disclosure report in accordaciiwo with 2 u.s.r. 434(b) (7)

On February 6 and May 6, .1980, the Committee
submitted acceptable documentation demonstrat ing refunds of
all the contributions received from non-memlbevs hoted above.
The Committee has also disclosed the refunds in its reports
to the Commission. In addition, the Committee submitted

evidence of procedural changes and copies of revised solici-
tation literature aimed at preventing the future solicitation
of non-members of NADA.

Recommenda tion

Based on the Committee's response as noted above, the
Audit staff recommends no further action in this matter.

C. Excessive Contributions to Federal Candidates

Section 44la(a) (2) (A) of Title 2, United States
Code, states that no multicandidate political committee
shall make contributions to any candidate and his authorized
political committees with reswect to any election for Federal
office which, in the aqregate, exceed $5,000.

During our review of Committee expenditures, we
noted transfers to two (2) Federal candidates made in connection
with the 1978 General Election which exceeded the statutory
limitation set forth above. The excessive portion of these
contributions to Federal candidates totaled S3,500.00.

We also noted that anothe.r candidate received a
total of $7,000 from the Committee in connection with and
prior to the candidate's 1978 Primary Election. Total
transfers to the candidate for the 1978 election cycle
totaled $10,000.
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When discussing these matters with Committee officials,
it was noted that at the time of these tranfers the Committe,-
did not use a written system for aggreqatinq transfers to Federal
candidates. Committee officials stated at the time of the ,iudit
that they were in the process of establishing one and also
expressed a willingness to obtain refunds from the candidates
involved, as reruired.

The Audit staff recommended in our lettor of audit
findings that the Committee:

1) Obtain refunds from the two (2) Federal candidates
receiving excessive contributions in connection with the 1978
General Election, and provide documentation of' the receipt of
these refunds to the Audit staff for review.

2) In the case of the Federal candidate who received
transfers technically in excess of the limitation with respect
to his Primary Election, we recommended the Committee obtain a
refund of the $2,000 and provide acceptable documentation of the
refund or, alternatively, submit documentation of the designation
of the excess for General Election purposes at the time the transfer
was made.

On February 6 and May 6, 1980, the Committee submitted
documentation demonstrating that:

1) in the case of the excessive transfers made in
connection with the 1978 General Election, the Committee had
received a refund of the excessive portion from one (1)
candidate and evidence that the other candidate had used the
apparent excessive portion to pay debts of a prior election,
and;

2) in the other instance, the Committee had made
best efforts to obtain documentation of the designation for
General Election purposes.

Recommendati on

Based on the Committee's response as noted above, the
Audit staff recommends no further action in this matter.



-8-

D. Improper U-e of Solicitation Guideline

Section 114.8(e) (4) of Title 11, Code of Federal
Regulations, states that solicitations made by a trade
association and/or it s separate segregated fund are subject
to tHe provisions of Section 11.4.5(a) of the Regulations.

Section 11.4. 5(a) (2) of Title 11, Code of Federal
Regulations, states that a guideline for contributions may
be su(gestfCd (by a trade association or its separate
segregated fund), provided that the person soliciting or
the solicitation informs the persons being solicited -

(i) that the guidelines are merely suggestions;
and

(ii) that an individual is free to contribute
more or less than the guidelines suggest
and that the (trade association) will not
favor or disadvantage anyone by reason of
the amount of their contribution or their
decision not to contribute.

During our review of the Committee's solicitation
material we noted the contribution pledge form utilized by the
Committee suggested a quidelinf'., for contributions based on the
dealer's number of new car sales during the previous year.
In discussions with Committee officials, Auditors were informed
that this was patterned after the dues structure established by
NADA in computing membership duos for automobile and truck
dealers throughout the country.

The pledge form provided for the contributor to
indicate whether he wished to contribute on his pledge
quarterly or annually, but allowed no flexibility in
determining the amount of his contribution which was rigidly
geared to the dealer's number of new car sales, as mentioned
above.

The Audit staff recommended in our letter of audit
findings that the Committee revise its contribution pledge
form to comply with the requirements set forth above, and
furnish the Audit staff with copies of appropriate documentation
for review.

On February 6, 1980, the Committee filed a copy of
its revised contribution pledqe form which comnlies with the
requirements of 11 C.F.R. 114.5(a) (2).
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Recommendation

Based on the Committee's response as noted above, the

Audit staff recommends no further action in this matter.

E. Reporting of Interest and Investment Income

During the period of the audit, Section 434(b)(7)

of Title 2, United States Code, stated that each report of

receipts and expenditures filed with the Commission shall

disclose each contribution, rebate, refund, or other receipt
in excess of $100 not otherwise listed under Section 434(b),
paragraphs (2) through (6) 

1

During the course of the audit we noted that the
Committee reported interest and investment income, totaling
$47,212.74 for the audit period, on the detailed Summary
Schedule line for unitemized contributions, where the total
for the reporting period was listed with the notation "Interest
Income." Our audit confirmed that each instance of interest
receipt, except one (1), was in excess of $100.

The Audit staff recommended in our letter of audit

findings that the Committee file comprehensive amendments for

the periods 1977, 1978, and the first quarter of 1979, itemizing
the interest and investment income receipts as required.

On June 19, 1980, the Committee filed supplements to

its comprehensive amendments for 1977, 1978, and 1979, filed
on February 6, 1980, which included the required information.

Recommendation

Based on the Committee's response as noted above, the
Audit staff recommends no further action in this matter.

F. Reportinq of Transfers to Federal Candidates

During the period of the audit, Section 434 (b)(4) of
Title 2, United States Code, required political committees to

disclose in reports filed with the Commission the name and
address of each committee or candidate to which the committee
made a trans[er of funds, together with the amount and dates
of all transfers.



-10-

During our review of Committee expenditures, we
noted one (1) instance where the Committee failed to itemize
a $2,000 transfer to a Federal candidate, and two (2) instances
where the Committee misreported the amounts of transfers to

Fede ral candidates by $900 each.

The Audit staff recommended in our letter of audit
findings that the Committee include the omitted transaction
and correcting entries in its 1978 comprehensive amendment.

The omitted transaction and correcting entries were
included in the Committee's comprehensive amendment which was
filed with the Commission on February 6, 1980.

Rlecommendation

Based on the Committee's response as noted above, the

Audit staff recomends no further action in this matter.
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