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FEDERAL ELECTION COMMISSION

WASINCON.D.C 2G63February 18, 1983

Maureen Duignan !.
Thomas Lemmer

. Mc~enna, Conner, and Cunec
157.5 Eye Street, 1N.W.

- Washington, D.C. 20005

i- Re: MUR 1142/1255, 1349, 1360
~Char les Wick,

Mary Jane Wick,
Mercury Exploration Company,

d Albert Frowiss,
~Peter Eon,
, Forrest Lattner,

Thomas Sef ton,
--' Mr s. B.P. Wee kley,
~Thomas Trainer,

Tommy Thomas Chevrolet Co., Inc.,
c North Ecllywood Glass Company,

Richard 3. Green,
" Leonard W. Earay,
~Charles R. Fletcher,

Margaret B. Bartlett,
~James M. Forgotson,

Frank M. Klamt,
CMoran Interests

.- Dear Ms. Duignan and Mr. Lemmer:

: .aatters bas-,nov been closed, and M;ill b)ecome part of tbeipublic
• " :ecord -within 30 days.

° If you have any questions, please contact Maura White at

~523-4057 or Anne Weissenborn at 523-4175.

-. Sincerely,

| o ..... ~~~Charaes I. Steele ---. -. .. ..--

.-. . General Counsel .

- Associate General Courts'el
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FEDERAL ELECTION COMMISSION

WI7L1. WASHINGTON, D.C 2043

February 18, 1983

Bill D. Warren
Warren Properties, Inc.
5511 Parkcrest
Suite 107
Austin, Texas 78731

Re: MUR 1349
' Warren Properties, Inc.

-- Dear Mr. Warren:

This is to advise you that the entire file in this matter
? has now been closed, and will become part of the public record

within 30 days.

If you have any questions, please contact Maura White at
..." 202-523-4057.

Sincerely,

Charles N. Steele
General Counsel

Associate Gen a one
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FEDERAL ELECTION COMMISSION

#$os4 7  ,WASHINGT"ON. D C. 20463

~February 18, 1983

Ruth Jones
Ruth Jones, Ltd.
124 East 75th Street
New York, New York 10021

Re: I4UR 1349
Ruth Jones, Ltd.

S Dear Ms. Jones:

-- This is to advise you that the entire file in this matter
has now beer closed, and will become part of the public record

0 within 30 dlys.

If you have any questions, please contact Maura White at
... 202-523-4057.

~Sincerely,

~Charles N. Steele
0 General C ounse

By:



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

Reagan for President
Commit tee

MUR 1142/1255,1349, 1360

A

*1 I

.oCONCILIATION 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. The Commission has found probable cause to

believe that the Reagan for President Committee ("the Committee")

violated 2 U.S.C. $ 44la(f) in connection with HUE 1142/1255 and]

HUE 1349. The Commission has found reason to believe that the

Committee violated 2 U.S.C. $$ 441a(f), 441b(a), and 434(b) (8) in

connection with HUR 1360.

NOW, THEREFORE, the Commission and the Committee, having

duly entered into conciliation pursuant to 2 U.S.C.

S 437g(a) (4) (A) (i) with respect to MUR 1142/1255 and HUE 1349,

and having participated in informal methods of conciliation prior

to a finding of probable cause to believe with respect to

MUR 1360, do hereby agree as follows:

I. The Federal Election Commission has jurisdiction over

the Committee, and the subject matter of this case. This

p
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agreement is entered into pursuant to 2 U.S.C. S 437g(a) (4) (A) (i)
as to MURs 1142/1255 and 1349, and has the effect of an agreement

entered into pursuant to 2 U.S.C. S437g(a) (4) (A) Ci) with regard

to MUR 1360. The Committee has had a reasonable opportunity to

demonstrate that no action should be taken in this matter, and

enters into this agreement voluntarily.

II. A. (1) The Committee registered with the Commission on

March 5, 1979, as the principal campaign committee of

Ronald Reagan for the 1980 presidential primary

U) elections.

B. (1) Section 441a(f) of Title 2, United States Code,

D .... prohibits a political committee from knowingly

cO accepting a contribution from an individual which

~aggregates in excess of $1,000 per election.

oD (2) Section 441a(a) (1) (A) of Title 2, United States

~Code, prohibits single or aggregated contributions in

0D
excess of $1,000 from any person to any candidate or

O authorized committee of that candidate with respect to

any election to federal office.

(3) Section 103.3(b) of Title 11, Code of Federal

Regulations, requires that contributions which appear

to be illegal are to be returned within ten days of

receipt or, if deposited, are to be noted as being

possibly illegal and duly investigated. If the

legality of a contribution cannot be established, it is

to be refunded "within a reasonable time."



--

(4) Section 100.7(c) of Title 11, Code of Federal

Regulations, provides that, "any contribution or

payment made by a married individual shall not be

attributed to that individual's spouse, unless

otherwise specified by that individual or by the

individual' s spouse.""

(5) Section 104.8(c) of Title 11, Code of Federal !
Regulations, states that "absent evidence to the

contrary, any contribution made by check, money order,

~~or other written instrument shall be reported as a i

contribution by the last person signing the instrument

prior to delivery to the candidate or committee," and

co Section 104.8(d) provides that "a contribution which

~represents contributions by more than one person shall

O indicate on the written instrument, or on an

" accompanying written statement signed by all

O contributors, the amount to be attributed to each

~contr ibutor."

C. (1) During 1979 and 1980, the Committee accepted

certain contributions from 370 individuals, the

aggregate amounts of which exceeded $1,000 from each

person and which totalled $187,349.94. Of this amount,

$120,856.94 ultimately was refunded by the Committee.
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Refund checks totalling $14,405 were not cashed by

contributors to whom they were issued. The Committee

reattributed a total of $66,493 of the $187,349.94

amount to persons other than the originally reported

contributors. :

(2) The Committee contends that because of the volume ,

of receipts during the primary campaign, it established :

a computerized system to record and aggregate

contributions for purposes of complying with the

reporting requirements and contribution limits. During

the campaign the Committee received $13,890,201 in i

O contributions. The Committee further contends that :

~when its computerized system indicated that an

individual's contribution had placed him or her in

0D excess of the limitation, it used best efforts to

F verify the fact, to obtain necessary documentation
C

enabling it to reattribute where appropriate, and to ,

~refund excessive amounts not reattributable.

(3) The Commission has found that the Committee's

acceptance of the contributions cited in section II,

C(l), was a violation of 2 U.S.C. S 441a(f) and that

the Committee did not refund contributions or obtain

reattributions of contributions within a reasonable

period of time after acceptance of the contributions at

issue. The average time taken for issuance of the

refunds here involved was nine months.



The average time taken for making the reattributions

involved herein was nine and one-half months. The

Commission has considered the return of excessive

contributions and reattributions as a factor in

mitigation of the violation.

D. (1) Section 431(8) (A) (i) of Title 2, United States

Code, defines a "contribution" as including any gift,

subscription, loan, advance, or deposit of money or

anything of value made by any person for the purpose of

u influencing any election for federal office.

, (2) Mr. Charles Wick was a volunteer worker who

-- supervised the candidate's announcement dinner, which

9 took place in New York, on November 13, 1979. During

the period from September 12, 1979, through

9 November 15, 1979, Mr. Wick paid expenses totalling

T $18,712.54 in connection with this event using 'his own

ccash, checks, and credit cards. Mary Jane Wick, a

9 volunteer worker for the Committee, also paid expenses
0O of $766.05 on December 31, 1979, in connection with

this event using her personal check. Each of these

individuals previously had contributed $1,000 to the

Committee on March 26, 1979.

(3) On January 18, 1980, Mr. Wick submitted, to the

Committee a request for $19,478.59 for the expenses he

paid ($18,712.54), and for the expenses paid by Mary

Jane Wick ($766.05). On April 9, 1980, (i.e., 81 days

after the date of the Wicks' invoice), the Committee
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reimbursed Charles Wick and Mary Jane Wick in the

amount of $19,478.59.

(4) The Committee contends that all other expenses in

connection with the November 13, 1979, fundraising

event were paid directly by the Committee. The

Committee further contends that it assumed reasonably

that these were all of the expenses incurred in

connection with the event, that the Committee had not

authorized Mr. or Mrs. Wick to incur additional

G expenses or to pay for them with private funds, and

a that the Committee was not aware that Mr. and Mrs. Wick

had paid expenses in excess of their contribution

limitations until it received a request for

reimbursement. The Committee contends further that its

C action after it received notice of the payment was

r reasonable, since Mr. Wick was reimbursed by the

eCommittee 81 days from the date that he and Mrs.o Wick

ro submitted their expenses to the Committee. During that

time, the Co~nmittee verified these expenses, confirmed

the connection between these charges and the

Committee's activities, and ultimately decided to

authorize payment.

(5) The Commission has found that the Committee

accepted contributions in excess of the limitation in

violation of 2 U.S.C. S 441a(f) when Mr. and Mrs. Wick

paid the above expenses during the period of
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September 12, 1979, through December 31, 1979 because

such payments constituted advances, i.e.,

contributions, to the Committee, and the actions and

knowledge of the Wicks may be imputed to the Committee.

E. (1) North Hollywood Glass Company ("NHGC") is a sole

proprietorship owned and operated by Richard

Gulbranson. It manufactures glass doors and windows.

Between August 31, 1979, and October 31, 1979, NHGC

incurred expenses totalling $5,680.00 with regard to

C) the organization of a political fundraising event

" conducted on October 11, 1979. The expenses were

incurred for such costs as printing, postage, caterers,

and wages.

(2) By invoice dated October 31, 1979, the NHGC billed

othe Committee for the above expenses, and was

" reimbursed on December 3, 1979, i.e., within 33 days

~from the date on which NHGC's request for reimbursement

was submitted.

(3) The Committee contends that it did not know that

the NHGC had made expenditures on behalf of the

Committee in excess of its limitation until it received

NHGC's request for reimbursement. Furthermore, the

Committee contends that upon receipt of information

that expenses in excess of the limits had been

incurred, it acted promptly to verify these expenses,
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confirm their connection with Committee activities, and

reimburse the NHGC.

(4) The Commission has found that the NHGC made an

excessive contribution to the Committee when it paid

expenses of the fundraiser which totalled mote than

$1,000, and that, when these payments were made, the

Committee accepted an excessive contribution in

violation of 2 U.S.C. S 441a(f). The Commission has

found that the NHGC incurred the above expenses on

"-- behalf of the Committee outside the ordinary course of

its business and that the actions and knowledge of

Mr. Gulbranson may be imputed to the Committee.
0

€oF. (1) On August 28, 1979, Charles K. Fletcher, the

~treasurer of the Committee for the State of Hawaii,

~made a $5,000 deposit using his personal funds. This

T. deposit was made to the Hilton Hawaiian Village in

connection with a fundraising event conducted in Hawaii

on September 4, 1979. The Committee reimbursed

Mr. Fletcher for the $5,000 deposit on January 25,

1980.

(2) The Committee contends that it had not authorized

Mr. Fletcher to make the above deposit and had no

actual knowledge that he had done so until it received

notification to that effect. The Committee further

contends that it acted reasonably after it learned of



Mr. Fletcher's payment and promptly refunded his

deposit.

(3) The Commission has found that the Committee

accepted a contribution in excess of the limitation in

violation of 2 U.S.C. S 441a(f) when Mr. Fletcher made i

a $5,000 deposit in connection with a fundraiser in

Rawaii. The Commission has found that the actions and

knowledge of Mr. Fletcher may be imputed to the

Committee.

c G. (1) Section 441b(a) of Title 2, United States Code,

- prohibits a federal political committee from knowingly

"- accepting a contribution from a corporation.

('3(2) Luther Thomas, who is usually known as Tommy

Thomas, was the Florida State Chairman of the

C Committee. During the period April 3, 1979, through

" August 26, 1980, he incurred travel and related

Cexpenses totalling $9,466.60 for hotels, airfare,

~telephones, meals, and car rentals. Tommy Thomas

Chevrolet Co., Inc. ("TTCC"), an incorporated entity,

which is wholly owned by Luther Thomas, paid these

expenses. On September 30, 1980, the Committee

received a letter from a Ms. Laurens P. Russell, an

employee of TTCC, on TTCC letterhead which sought

reimbursement for the above expenses. Ms. Russell

stated that at the request of "Mr. Tommy Thomas" she

was enclosing a "list of checks paid by Tommy Thomas
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Chevrolet" and "original documents substantiating the
enueraed hares" which amounted to $9,466.60.

(3) Section 434(b) (8) of Title 2, United States Code,

requires a political committee to report the amount and

nature of an outstanding obligation.

(4) The Committee, on its 10 day pre-general election

report, 30 day post-general election report, and 1980

Year-End Report, reported an obligation of $9,466.60 to

the individual, Tommy Thomas. The date of the

. obligation was reported as September 30, 1980, and the

" nature of the obligation was reported as "travel

expense." The Committee's April 15, 1981, Quarterly
o Report, reported an expenditure on February 12, 1981,

~of $9,180.29 to Tommy Thomas as reimbursement for

~travel expenses.

(5) The Committee contends that it never authorized
~Mr. Thomas to have TTCC pay the above expenses, and

that it did not know that TTCC had done so until it

received Ms. Russell's letter requesting reimbursement.

The Committee also contends that it owed no obligation

to TTCC and that its method of reporting was not

unreasonable.

(6) The Commission has found that the Committee

accepted a corporate contribution from TTCC in

violation of 2 U.S.C. S 441b(a) when TTCC paid the

expenses incurred by Tommy Thomas in the course of his
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activity on behalf of the Committee. The Commission !

has found that these expenses were incurred outside the

ordinary course of TTCC business and that the actions

and knowledge of Tommy Thomas may be imputed to ther

Committee. Further, the Commission has found that the

Committee violated 2 U.S.C. S 434(b) (8) when it i!

improperly reported an obligation to the individual,

Tommy Thomas, rather than to TTCC.<

III. Because the Committee and the Commission desire to

" conclude this matter without further formal proceedings on the

" unresolved issues, the Committee agrees to pay a civil penalty of

Nine Thousand Five Hundred Dollars ($9,500) in connection with

those matters referenced in Section II C, and Two Thousand Five

Hundred Dollars ($2,500) in connection with those matters

referenced in Section II D, E, F, and G, pursuant to 2 U.S.C.

S 43ga ()()

C IV. A. Except as provided by IV C below, this agreement

shall constitute a complete bar to any further action by the

Commission with regard to matters addressed in this agreement.

B. The Committee 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, e t sea.

C. 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 Section III of
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this agreement has been violated, it may institute a civil action
for relief in the United States District Court for the District

of Columbia.

D. It is mutually agreed that this agreement shall

become effective on the date that all parties hereto have

executed same and the Commission has approved the entire

agreement.

E. The Committee shall have fifteen days to comply

with the requirements contained in Section III of this agreement.

FOR THE COMMISSION:

Charles N. Steele

General Counsel

Kenneth A. Gross/t
Associate General Counsel

FOR TLCMITE

Tre asurer

~kJ §14~4~H ~/. /9i's
Date

c21 ~rs
De
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BEFORE THE FEDEPAL ELECTION COMMISSION

In the Matter of

Reagan for President Committee
) MURs 1142/1255, 1349) and 1360

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal

Election Commission, do hereby certify that on February 3,

1S83, the Commission decided by a vote of 6-0 to take the

following actions in MtJRs 1142/1255, 1349 anA 1360:

1. Approve the proposed conciliation
agreement as submitted with the
General Counsel's January 31, 1983,
Memorandum to the Commission.

2. Take no further action against
the Reagan for President Committee
under former 2 U.S.C. § 434(b) (9) for
its method of reporting repayments
to persons who made advances.

3. Close the files in YURs 1142/1255, 1349
and 1360.

4. Send the letter as attached to the
January 31, 1983 Memorandum to the
Commission.

Commissioners Aikens, Elliott, Harris, McDonald, McGarry

and Reiche voted affirmatively in this matter.

Attest

Date
IMarjorie W. EmmonsSecretary of the Commission

Received in Office of Commission Secretary:Circulated on 48 hour tally basis: 1-31-83, 1:372- 1-83, 11:00
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Charles N. Steele, Esq.
General Counsel
Federal Election Co~nission
1325 K Street, N.W.
Washington, D.C.

Attention: Kenneth A. Gross, Esq.

Re: Reagan for President Committee -

" MIJ~s 1142/1255, 1349, 1360

Dear Mr. Gross:

Ihereby request that the public record reflect that the
"; Reagan for President Committee has authorized me to serve

as the spokesman for the Cormmittee with respect to any
inquiries which may be directed to the Committee with respect

• *to the above-captioned matters.

" Yours truly,

Ronald E. Robertson
' :+ for Musick, Peeler & Garrett

RER:nb ....
cc : Mr. Curtis Mack

Tr easur er-
Reagan for .President Committee
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I HNooFEDERAL ELECTION COMMISSION
?Eo February 4, 1983

Ronald E. Robertson, Esquire
Musick, Peeler and Garrett
Suite 1175, Ring Building
1200 Eighteenth Street, N.W.
Washington, D.C. 20036

Re: MURs 1142/1255, 1349 and 1360;
Reagan for President Committee

Dear Mr. Robertson:

On February 3, 1983, the Comission accepted the
S conciliation agreement signed by your client, Reagan for

President Comittee, in settlement of violations of 2 U.S.C.
-- SS 434(b) (8), 441a(f), and 441b(a), provisions of the Federal
S Election Campaign Act of 1971, as amended. In addition, in

connection with MUR 1142/1255, the Commission determined to take
no further action against the Comittee under former 2 U.S.C.
S 434(b) (9) for its method of reporting repayments to persons who

S made advances.

Accordingly, the file has been closed in the above-
referenced matters, and it will become public within thirty days.
Seel11 C.F.R. S 4.4(a)(3). However, 2 U.S.C. S 437g(a) (4) (B)

C 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_
Gen 1 , Couns 1/

Associate General Counsel

Enclosure
Conciliation agreement

cc: John Duffy
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Arthur J. Dellinger, Sr.
Dellinger & Dellinger ,_
Certified Public Accountants a

9220 Sunset Boulevard c
Suite 206
Los Angeles, CA 90069 _ .

June 17, 1982 - ,

Mr. Frank P. Reiche " . .
Chairman c
Federal Election Commission 0)

1325 K Street, N.W.
Washington, D.C.

Dear Mr. Reiche:

The undersigned as the Treasurer of the Reagan for President
'- Committee, the Reagan Bush Committee and the Reagan Bush Compliance

Fund (hereinafter collectively referred to as the "Committees"t)
" " hereby officially notifies the Commission that the Committees
~have designated Ronald E. Robertson of the law firm of Musick,

Peeler & Garrett, 1200 18th Street, N.W., Suite 1175, Washington,
c D.C. 20036 as Special Counsel to represent the Committees before

the Federal Election Commission with respect to all pending matters
" and the Committees have designated Jobn J. Duffy of the law firm

of Pierson, Ball & Dowd, 1200 18th Street, N.W., Suite 1000,
Washington, D.C. 20036 as Associate Special Counsel'with respect

• q- to all FEC matters.

~In addition to myself it is contemplated that Angela M. (Bay)
Buchanan and Scott Mackenzie will be conferring with your audit

" and legal staffs in connection with these pending matters.

All communication from the FEC's General Counsel should now
be sent directly to Mr. Robertson with a copy to me at the address
shown above.

All other correspondences from the Commission and its staff
should be sent directly to me at the above address with copies
to Mr. Robertson.
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Mr. Frank P. ReicheJune 17, 1982
Page Two

No further communications from the Commission or" its staff
relating to the Committees are to be sent to Mr. Edward L. Wiedenfeld
or the law firm of McKenna, Conner & Cuneo.

Thank you for your attention to these matters.

Yours truly, /7 /

Treasure!
Reagan for President Committee

- Reagan Bush Committee
. Reagan Bush Compliance Fund

ND

C)

0r



FEERLELECTION COMMISSION
• . WASHINGTON. D.C. 20463

FEDERALApril B, 1982

Edward Weidenfeld
McKenna, Conner, and Cuneo
1575 Eye Street, N.W.
Washington, D.C. 20005

RE: MUR 1349
Charles Wick, Mary Jane Wick,
Reagan for President Committee

Dear Mr. Weidenfeld=

; " On April 6, 1982, the Commission determined that there is

Nprobable cause to believe that your client, the Reagan for
" esident Committee ("Committee"), violated 2 U.S.C. S 441a(f),

__ a provision of the Federal Election Campaign Act of 1971, as

amended ("the Act"), by accepting excessive contributions from

o Charles Wick and Mary Jane Wick. The Commission has a duty to

attempt to correct such violations for a period of thirty o

ninety days by informal methods of conference, conciliation and

persuasion, and by entering into a conciliation agreement. If we

are unable to reach an agreement during that period, the

o Commission may. institute civil suit in United States District

Court and seek payment of a civil penalty.

We enclose a conciliation agreement that this office is

o prepared to recommend to the Commission in settlement of this

IO matter. If you agree with the provisions of the enclosed

agreement, please sign and return it to the Commission within ten

days. I will then recommend that the Commission approve the

agreement.

The Commission also determined with respect to the

Committee, to take no further action concerning violations of'

2 U.S.C. 55 432(c), 433(c) and 434(b) associated with the Oregon
fundraising event. Moreover, there was an insufficient number of

votes necessary for the taking of any further action against the

Committee with respect to a violation of 2 U.S.C. S 434(b) (5) (A).



Letter to Edward Weidenfeld*Pgge 2

In addition, the Commission determined to take no further
action against Mary Jane Wick with respect to a violation of 2
U.S.C. S 441a(a) (1) (A), and there was an insufficient number of
votes necessary for the taking of any further action against
Charles Wick with respect to a violation of 2 U.S.C. S 441a(a)
Cl) (A). Should you wish to submit any materials concerning these
matters to appear on the public record, please do so within ten
days.

If you have any questions or suggestions for changes in the
enclosed conciliation agreement, please contact Maura White, the
staff member assigned to this matter, at (202) 523-4057.

-- General Counsel

Enclosure

Conciliation Agreement
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FEDERAL ELECTION COMMISSION
* WASHINGTON. D.C. 20463

Edward Weidenfeld
Mc~enna, Conner, and Cuneo
1575 Eye Street, N.W.
Washington, D.C. 20005

RE: MUR 1349
Charles Wick, Mary Jane Wick,
Reagan for President Committee

Dear Mr. Weidenfeld:

; On April 6, 1982,'the Commission determined that there is

N, probable cause to believe that your client, the Reagan for
P'esident Committee ('Committee"), violated 2 U.S.C. S 441a(f),

-- a .provision of the Federal Election Campaign Act of 1971, as
amended ('the Act'), by accepting excessive contributions from

O Charles Wick and Mary Jane Wick. The Commission has a duty to
co attempt to correct such violations for a period of thirty to

ninety days by informal methods of conference, conciliation and
- persuasion, and by entering into a conciliation agreement. If we

are unable to reach an agreement during that period, the
C) Commission may institute civil suit in United States District

Court and seek payment of a civil penalty.

cWe enclose a conciliation agreement that this office is
prepared to recommend to the Commission in settlement of this

¢ matter. If you agree with the provisions of the enclosed
agreement, please sign and return it to the Commission within ten

3 days. I will then recommend that the Commission approve the
agreement.

The Commission also determined with respect to the
Committee, to take no further action concerning violations of'
2 U.S.C. 55 432(c), 433(c) and 434(b) associated with the Oregon
fundraising event. Moreover, there was an insufficient number of
votes necessary for the taking of any further action against the
Committee with respect to a violation of 2 U.S.C. S 434(b)(5)(A).
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In addition, the Commission determined to take no further
action against Mary Jane Wick with respect to a violation of 2
U.S.C. S .441a(a) (1) (A), and there was an insufficient number of
votes necessary for the taking of any further action against
Charles Wick with respect to a violation of 2 U.S.C. S 441a(a)
(1) (A). Should you wish to submit any materials concerning these
matters to appear on the public record, please do so within ten
days.

If you have any questions or suggestions for changes in the
enclosed conciliation agreement, please contact Maura White, the
staff member assigned to this matter, at (202) 523-4057.

Sincerely,

Charles N. Steele i

" General Counsel

Enclosure
~Conciliation Agreement



BEFORE THIE FEDERAL EEBCTI~CCZ44MISSIOI

In the Matter of)

)MR1349
Reagan for President Comittee,) ii
d(arles Wick, Mary Jane Wick )

I, Marjorie W. Emmrons, Recording Secretary for the Federal Election

Ocimission Executive Session on April 6, 1982, do hereby certify that the

~Cozmission took the following actions in MUR 1349:

1. Decided by a vote of 4-2 to find probable cause to believe
the Reagan for President Commnittee violated 2 U.S.C. S44la(f).

Ccxmmissioners Harris, MczDonald, M~arry, and Reiche voted i
9 affirmatively for the decision. Carmmissioners Aikens and

c Elliott dissented.

o 2. Failed on a vote of 3-3 to pass a motion to find probable

cause to believe Charles Wick violated 2 U.S.C. S44la (a) (1) (A) .
CciisoesHri, cead n ece oe fimtvl

~for the otion. Commuissioners Aikens, Elliott, and MtGarry

c dissented.

3. Decided in a vote of 6-0 to take no further action against
Mary Jane Wick.

4. Failed on a vote of 3-2 to pass a otion to find probable cause
to believe the Reagan for President OCimmittee violated 2 U.S.C.I S434 (b) (5) (A).

Ccommissioners Harris, MczDonald, and Reiche voted affirmatively
for the notion. Commnissioners Aikens and Elliott dissented.

Comissioner McGarry abstained on the vote.

5. Decided by a vote of 6-0 to take no further action against the

Reagan for President Cozmmittee with respect to apparent
violations of 2 U.S.C. SS432(c), 433(c), and 434(b).

CONTINUED
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6. Decided by a vote of 5-1 to reconsider the action taken
with respect to #1 above.

Coimmissioners Aikens, Elliott, McDonald, McGarry, and Reiche
voted affirmatively for the decision to recnsider.
Ccomissioner Harris dissented.

7. Failed on a vote of 3-3 to pass a motion to reject the
General Counsel' s recozmendation with respect to *1 above
and find no probable cause to believe the Reagan for President
Cmmittee violated 2 U.S.C. S441a (f).

Cotmmissioners Aikens, Elliott, and McGarry voted affirmatively

i for the motion. OCrmissioners Harris, McDoald, and Reidie

8. Decided on a vote of 4-1 to find probable cause to believe
" the Reagan for President Commiittee violated 2 U.S.C. S44la(f).

i DCommuissioners Harris, McDonald, McGarry, and Reiche voted

affirmatively for the decision. Commissioner Aikens dissented.
Ocimnissioner Elliott was not present at the tie of the vote.

~9. Decided on a vote of 4-0 to direct the Office of General
~Counsel to write a revised letter and conciliation agreements

- pursuant to the actions taken above.

C Commissioners Harris, McDonald, McGarry, and Reiche voted
affirmatively for the decision. Ccomissioner Aikens abstained
on the vote. Ccinssioner Elliott was not present at the tine

~of the vote.

Attest:

Date ajorie W. Emmovns
Secretary of the Commuission



March 26, 1982

MEMORANDUM TO: Marjorie W. Emmons
FROM: Phyllis A. Kayson

SUBJECT: MUR 1349

Please have the attached General Counsel's Report

' distributed to theCCoimuission for b e agenda of April 6,

1982. Thank you...

~Attachment

-? cc: White

C>
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BEFORE THE FEDERAL ELECTION CC @ I I[

In the Matter of )
)

Reagan for President Committee, ) MUR 1
Charles Wick, Mary Jane Wick )

GENERAL COUNSEL' S REPORT

P1% 4: 3q
.349

I. Background Mrf 'Ju I 0

On April 7, 1981, the Commission determined that the Reagan

for President Committee ("Committee") violated 2 U.S.C. SS

441a(f), 434(b)(5) (A), 434(b), 432(c), and 433(c), and th..t

Charles and Mary Jane Wick each violated 2 U.S.C.

S 441a(a)(1)(A). The Wicks responded to the Commission's finding

on May 19, 1981; the Committee responded on June 10, 1981, and

July 14, 1981. On December 18, 1981, briefs recommending

findings of probable cause to believe were mailed to the Committee

and Charles Wick. Response briefs were filed on January 22,

1982, and an affidavit was submitted on January 29, 1982.

II. Legal Analysis

This matter involves the Committee's acceptance of excessive

contributions of at least $18,712.54 and $766.05 from Charles and

Mary Jane Wick, respectively, and the making of such

contributions by the Wicks. (The Wicks incurred expenses

totalling the above amounts on behalf of the Committee and were

not reimbursed until several months thereafter). Also involved

herein is the Committee's failure to: report the ultimate

recipient of the expenditures incurred by the Wicks; amend its

statement of organization timely; keep an account of certain

EXECUTIVE SESSION
AD O 4fl01)

C
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expenditures: and, report certain contributions received and

expenditures made. See the General Counsel's Briefs to the

Committee and Charles Wick.

(a) Charles and Mary Jane Wick

The response briefs filed in this matter contain several

defenses. The first argument raised is that reimbursable

expenses incurred on behalf of a committee are not contributions.

The respondents reason that the Act addresses the issue of

unreimbursed expenses constituting a contribution, but does not

address reimbursed expenses, and that "[tihis silence..

~strongly implies that Congress intended that reimbursable

O expenditures ... are not contributions." According to the

" respondents, "[aiccounting and cost control considerations

support [their] interpretation," and "[tihere are no provisions

in either the Act or its implementing regulations which
C,

contradicts this position."

It is the view of the General Counsel that the above

argument is without merit and unsupported by statute. Contrary

to the respondents' contention, the Act specifically addresses

this situation by defining the term "contribution" to include

advances. Because of this inclusion, and the fact that there is

no provision within the Act or regulations which exempts this

activity from the definition of contribution, it is the view of
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the General Counsel that under these circumstances an individual

is prohibited from incurring expenses on behalf of a political

committee in excess of the contribution limitations ($1,000 per

candidate per election).

It should be noted that if individuals were allowed to make

advances to political committees in excess of the contribution

limitations, individuals who have access to substantial resources,

like the Wicks, would be able to incur unlimited expenses on

-- behalf of a committee, provided they are subsequently reimbursed.

e, Such a situation is contrary to the contribution limitations, in

the General Counsel's view, and is no different from the making of

a loan which is clearly subject to the limitations.

The respondents' second argument, that the Wicks did not

C make an "advance" to the Committee because "they did not extend

r credit to the Committee for any length of time beyond normal

Cbusiness practice," is also meritless in the General Counsel's

~view. The respondents support their position by arguing that an

"advance" is limited by definition to an extension of credit by

any person for a length of time beyond normal business practice.

The General Counsel finds such a position to be based upon an

erroneous interpretation of the Act. Nowhere in the statute or

regulations is the term "advance" defined in the manner stated
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by the respondents. Rather, the term is defined only as a

"contribution." Moreover, while the regulation (11 C.F.R.

S 100.7(a) (4)) cited by the respondents permits "persons" to

extend credit to political committees provided the credit Is not

extended beyond normal business practice, that regulation and 11

C.F.R. S 114.10(a) applies only to businesses which provide either

goods or services to the Committee in a vendor-vendee

relationship, and not to individuals working as campaign

volunteers.

The respondents' third argument that a contribution cannot

be considered to have occurred because the Wicks did not have a

"doatie iten,"is equally unconvincing. The respondents' view

overlooks the fact that, by their very nature, advances and loans

do not involve a donative intent. However, that there Is no such

intent does not alter the fact that advances and loans are

contributions since both are included within the definition of

"contribution."

Finally, the Committee argues that it must be demonstrated

that it accepted the Wicks' alleged contributions knowing the

contributions to be in violation of the limitations, in order to

be found to have "knowingly" accepted a contribution from them.

Again, the respondent's argument fails, in the General Counsel's

view. It is the position of the General Counsel that the



term "knowingly," as used in S 441a(f), means only that a

committee knew all of the facts of the matter; it need not know

that the action is in violation of the law to establish liability.

This view has been consistently applied in all matters before the

Commission involving the receipt of excessive contributions, and

was recently upheld by the district court in Federal Election

Commission v. California Medical Association, 502 F. Supp. 196,

203 (N.D. Cal. 1980).

') It cannot be successfully argued that the Committee did not

c have knowledge of all of the facts in the instant matter, since

e .w, the Wicks incurred the expenses at issue as agents of the

Committee. It is a settled proposition of law that the principal

is considered to have the knowledge that its agent possesses

~within the scope of the agency. W.R. Grace and Co. v. Western

~U.S. Industries, Inc., 608 F.2d 1214, 1218 (9th Cir. 1979).

e Therefore, even if other Committee officials were not aware of

the exact amount of the expenses incurred by the Wicks at the

time they were incurred, the Wicks had such knowledge, and as a

result of the agency relationship, the knowledge is imputed to

the Committee. In view of the foregoing, and the fact that the

Committee did not reimburse Charles Wick for five to seven months

after he incurred the expenses, it is the view of the General

Counsel that there is probable cause to believe that Charles Wick

and the Committee violated 2 U.S.C. SS 441a(a) (1) (A) and 441a(f),

respectively.
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With respect to Mary Jane Wick, it is the recommendation of

the General Counsel that no further action be taken in this

matter. This recommendation is based upon the fact that Mrs.

Wick made an advance of $766.05 in excess of the limitations.

Taking no further action insures consistency with other matters

pending before the Commission which involve excess contributions

to the Committee.

: - (b) Failure to Report the Ultimate Recipient of Expenditures

e Concerning the Committee's failure to report the ultimate

" recipient of the expenditures incurred by the Wicks (see pages 2-

3 3 and 11 of the General Counsel's Brief regarding the Committee),

the Committee asserts that neither the Act nor its implementing

regulations require such reporting. It is further argued that

r the Presidential Compliance Manual is not "binding" because it is

C not a regulation or an advisory opinion, and because such a

) requirement is in "direct conflict" with the Act and regulations.

¢ The statute and regulations here at issue, 2 U.S.C.

S 434(b) (5) (A) and 11 C.F.R. S i04.3(b) (4) (i) require committees

to report "each person to whom an expenditure in an aggregate

amount or value in excess of $200 within the calendar year is

made .... " As early as 1976, and thus prior to the promulgation

of the regulations, the Commission interpreted the term

"expenditure" to exclude payments made to committee personnel



for the purchase of goods and services from third parties.

Instead, such payments were deemed intra-committee transfers. The

"expenditure" was the payment made by that committee agent to the

provider of the goods or services involved. Thus, the person

receiving the reported expenditure would be of necessity the

provider of the goods or services involved, not a committee agent.

See Notice to All Candidates and Committees, September 29, 1976.

("An advance to staff is not an expenditure, but rather an intra-

, committee transfer. The actual use to which the advance is put

~must be itemized.").

--" The Commission's requirement that committees report the name

of the person who provided the goods or services involved in an

expenditure represents the only logical interpretation of both the

statute and the Commission's own regulations. It is an

• established rule of administrative law that agencies may interpret

('D their own statute and regulations, and that such interpretations

- are controlling unless "plainly erroneous or inconsistent with the

regulation." Sutherland, Statutes and Statutory Construction,

S 31.06, quoting Immigration and Naturalization Service v.

Stanisic, 395 U.S. 62 (1969). The Committee's argument that the

Commission's reporting requirement is without legal significance

is, therefore, without foundation. To permit the reporting of

payments to committee agents when the monies involved were used
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to pay other parties would clearly run counter to the public

disclosure purposes of the Federal Election Campaign Act.

Given the Committee's failure to report the ultimate

recipient of the expenditures at issue, it remains the

recommendation of the General Counsel that there is probable

cause to believe a violation of 2 U.S.C. S 434(b) (5) (A) has

occurred.

(c) Oregon Fundraising Event

The response brief filed by the Committee argues that it did

~not fail to amend its statement of organization timely, fail to

keep an account of expenditures ($5,233.90) and fail to report

certain contributions ($5,233.90) and expenditures ($5,233.90)

associated with the fundraiser conducted by the Committee to

t Elect Reagan ("CER") since it used its *best efforts" to comply

" with the Act. The affidavit of Scott McKenzie, the former

~Assistant Treasurer of the Committee, states that the fundraiser

was not authorized by the national office, nor did the national

office have knowledge of CER's use of the Citizens Valley Bank as

a campaign depository prior to its receipt of the fundraiser' s

proceeds. 1/ The affiant states further that he made numerous

attempts by telephone to obtain the required information and

1/ That the Committee amended its statement of organization to
include the Citizens Valley Bank indicates, however, that the
fundraiser was conducted in conjunction with Committee agents at
the local level.
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documentation, that his efforts were terminated when a Commission
auditor told him that *sufficient steps" had been taken to obtain

the information, and that he finally obtained the information in

the Spring of 1981 after the reason to believe finding in this

matter. _2/

The term "best efforts" is defined within recordkeeping

responsibilities (11 C.F.R. S 102.9(d)) as one written effort per

transaction to obtain a duplicate invoice, receipt, or check.

, Within the reporting responsibilities (11 C.F.R. S 104.7(a)),

€ . when it is demonstrated that best efforts were used, the report of

--" a political committee will be considered to be in compliance with

the Act. The treasurer of a political committee will not be

considered to have exercised best efforts to obtain the

identification of a contributor of more than $200 unless at least

. one written effort, or one oral request documented in writing,

c has been made. 11 C.F.R. S 104.7(b). Although contributions of

O more than $200 are not involved here, it is the view of the

General Counsel that "best efforts" with respect to the reporting

requirements should be interpreted consistently as one written

request or as one oral request, contemporaneously documented, for

the required information.

2/ Mr. McKenzie's statement that he was told by a Commission
auditor that "sufficient steps" had been taken to obtain the
information is incorrect, according to the auditor involved.
Rather, Mr. McKenzie was told to continue to seek the information
and that the matter would be referred to the Office of General
Counsel.
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In the instant matter, the Committee did not make either

written or contemporaneously documented oral requests for the

information at issue; rather, the Committee made several

undocumented oral requests. Hence, the Committee should not be

considered to have exercised "best efforts" in this matter.

However, since the Committee did make numerous attempts to comply

with the recordkeeping and reporting requirements, amended its

statement of organization fairly soon after required, and amended

S its reports once the records were obtained, it is the

recommendation of the General Counsel that no further action be

-" taken with respect to violations of 2 U.S.C. S 432(c), 433(c),

and 434(b). (This recommendation alters the recommendation

contained in the General Counsel's Brief.)

III. Discussion of Conciliation and Civil Penalties

I
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reports to include the ultimate recipients of the expenditures

incurred by Mr. Wick.

IV.• RECOMMENDATIONS

1. Find probable cause to believe the Reagan for President

Committee violated 2 U.S.C. S 441a(f).

2. Find probable cause to believe Charles Wick violated 2

U.S.C. S 441a(a) (1) (A).

3. Take no further action against Mary Jane Wick.

, 4. Find probable cause to believe the Reagan for President

~Committee violated 2 U.S.C. S 434(b) (5) (A).

--" 5. Take no further action against the Reagan fOr President

~Committee with respect to apparent violations of 2 U.S.C.

C,
SS 432(c), 433(c), and 434(b).

6. Approve the attached lette andreements.

Date Cha lsNSel
C General Counsel

O Attachments:
1. Proposed letter and Conciliation Agreements (2).



0 0.
FEDERAL ELECTION COMMISSION

WASHINGTON. D C 204b3

Edward Weidenfeld
McKenna, Conner, and Cuneo
1575 Eye Street, N.W.
Washington, D.C. 20005

RE: MUR 1349
Charles Wick, Mary Jane Wick,
Reagan for President Committee

Dear Mr. Weidenfeld:

On , 1982, the Commission determined that there is
probable cause to believe that your client, Charles Wick,
violated 2 U.SC. SS 441a(a) (1) (A), and that your client, the
Reagan for President Committee, violated 2 U.S.C. SS 441a(f) and
434(b) (5) (A), provisions of the Federal Election Campaign Act of
1971, as amended ("the Act"). The Commission has a duty to

-" attempt to correct such violations for a period of thirty to
~ninety days by informal methods of conference, conciliation and

persuasion, and by entering into a conciliation agreement. If we
~are unable to reach an agreement during that period, the

Commission may institute civil suit in United States District
Court and seek payment of a civil penalty.

We enclose conciliation agreements for each of your clients
AT that this office is prepared to recommend to the Commission in

settlement of this matter. If you agree with the provisions of
the enclosed agreements, please sign and return them to the

0 Commission within ten days. I will then recommend that the
Commission approve the agreements.

In addition, after considering the circumstances, the
Commission has determined to take no further action against Mary
Jane Wick, and to take no further action against the Reagan for
President Committee concerning apparent violations of 2 U.S.C.
SS 432(c), 433(c), and 434(b) associated with the Oregon
fundraiser. Should you wish to submit any materials concerning
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these matters to appear on the public record, please do so within
ten days..

The Commission reminds your clients that it is nevertheless
a violation of: 2 U.S.c. S 441a(a) (1) (A) for an individual to
contribute in excess of $1,000 to any candidate with respect to
each election for federal office; 2 U.S.C. S 433(c) to fail to
amend a statement of organization within ten days; 2 U.S.C.
$ 434(b) to fail to report receipts and expenditures; and, 2
U.S.C. S 432(c) to fail to keep an account of expenditures.

If you have any questions or suggestions for changes in the
enclosed conciliation agreements, please contact Maura White, the
staff member assigned to this matter, at (202) 523-4057.

-" Sincerely,

~Charles N. Steele
~General Counsel

Enclosure
Conciliation Agreements (2)

/' LL P_ -
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January 27, 1982

0Ie

Is. Marjorie W. EmmonsS~cretary 'to the Colmmission
Federal Election Commission
1325 K Street, N.W.
Washington, D. C. 20463

Re: MUR 1349: Response of theReagan for President Committee

Dear Ms. Emmons:

Enclosed for your records is the affidavit of Mr. Scott
Mackenzie referred to in the Reagan for President Committee's

response to the above-referenced matter.

Sincerely yours,,

1'fD/ sab
Enclosure
cc: Charles N. Steele, Esq.

w/enc.

I
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AFFIDAVIT

Scott Mackenzie, being duly sworn, deposes and states as
follows:

1. During the period April 1979 through late January
1981, I was Assistant Treasurer of the Reagan for President
Committee (the "Committee"). From late January 1981 through
September 1981, I was Treasurer of the Committee.

2. As Assistant Treasurer and Treasurer, I was involved
in "the accounting, reporting and compliance functions of the
Committee.

3. The purpose of this affidavit is to provide infor-

mation concerning a fund-raising event held in Spring 1980 by the
S Linn County (Oregon) Committee to Elect Reagan ("CER")

. >4. In May 1980, the Committee received a check in the
amount of $10,000 from the CER. To my knowledge, neither I nor

-" any other RFPC official at the national office was aware at that

time of how the CER obtained the $10,000 because the fund-raising
event was not authorized by the national office.

5. The check was drawn on an Oregon bank and made payable

' to the Committee. At the time of receipt, this bank was not
listed on the Committee's Statement of Organization. I had no
knowledge of nor had I consented to the CER's use of this bank as
a depository. To my knowledge, no other RFPC official at the
national office had knowledge of or consented to the CER's use of
this bank as a depository.

? 6. No supporting documentation was received with the
check. Therefore, I immediately contacted CER officials by phone
and requested all supporting data.

7. Thereafter, the Committee received a set of
contributor cards supporting $14,417 of contributions. None of
these contributions exceeded $25.00.

8. Because the contributor cards documented $4,417 of
contributions not forwarded to the Committee, I again contacted
CER officials to determine the proper accounting treatment for
these contributions. No response was received. Thereafter, I
made numerous other phone requests of the CER for contribution
and expenditure details. These efforts included attempts to
obtain bank statements, cancelled checks and paid invoices.
However, no further information was provided.
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9. The Committee amended its Statement of Organization on
June 25, 1980, designating the Oregon bank as a campaign
depository.

10. The Committee reported the check as an unitemized
receipt on its monthly statement dated May 1980. This disclosure
represented all information available to the Committee at that
t ime.

11. My attempts to gain information from CER officials and
other individuals and vendors involved in the fund raiser
continued through late 1980.

12. During the audit of the Committee in late 1980, I
informed Mr. Charles Hanshaw of the FEC audit staff of the
problems the Committee had encountered with respect to the CER
fund raiser. In response, Mr. Hanshaw stated that the Commission
was satisfied that sufficient steps had been taken by the
Committee to obtain the information and indicated that there was
no need to pursue this matter further.

" 13. Because of my conversation with Mr. Hanshaw, until the
receipt of MUR 1349, I believed that the fund raiser was no

~longer an issue. However, upon receipt of the MUR, I made
cO another effort to obtain information concerning the fund-raising

event.

14. From May 1980 through Spring of 1981, I made numerous
C phone calls to the CER in an attempt to obtain information

concerning the fund raiser.

15. As a result of the Committee's efforts, in late Spring
of 1981, the Committee finally succeeded in obtaining the

S financial records of the fund raiser. Examination of these
records revealed that approximately $15,200 was raised and $5,200
of expenses were incurred at the event. The $10,000 received by
the Committee represented net contributions.

16. The RFPC's July 15, 1981 quarterly report disclosed
unitemized receipts of $5,233.90 and itemized expenditures of
$5,233.90 associated with the event. Combined with the $10,000 of
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contributions reported previously, I believe the Committee fully
reported the results of the fund raiser in a timely fashion.

" -8vott Ma

Subscribed and sworn before me this L day of ..

Notary Public.\

...

C,
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January 27, 1982

Its. Marjorie W. Emmons
Secretary to the Commission
Federal Election Commission
1325 K Street, N.W.
Washington, D. C. 20463

Re: MUR 1349: Response of the
Reagan for President Committee

Dear M4s. Emmons:

Enclosed for your records is the affidavit of Mr. Scott
Mackenzie referred to in the Reagan for President Committee's
response to the above-referenced matter.

Sincerely yours,

ND /sabEnclosure
CC: Charles N. Steele, Esq.

w/enc.
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AFFIDAVIT

Scott Mackenzie, being duly sworn, deposes and states as
follows:•

1. During the period April 1979 through late January
1981, I was Assistant Treasurer of the Reagan for President
Committee (the "Committee"). From late January 1981 through
September 1981, I was Treasurer of the Committee.

2. As Assistant Treasurer and Treasurer, I was involved
in the accounting, reporting and compliance functions of the
Committee.

3. The purpose of this affidavit is to provide infor-
mation concerning a fund-raising event held in Spring 1980 by the
Linn County (Oregon) Committee to Elect Reagan ("CER")

4. In May 1980, the Committee received a check in the
-- amount of $10,000 from the CER. To my knowledge, neither I nor

any other RFPC official at the national office was aware at that
time of how the CER obtained the $10,000 because the fund-raising
event was not authorized by the national office.

.5. The check was drawn on an Oregon bank and made payable
to the Committee. At the time of receipt, this bank was not

3 listed on the Committee's Statement of Organization. I had no
knowledge of nor had I consented to the CER's use of this bank as

° " a depository. To my knowledge, no other RFPC official at the
~national office had knowledge of or consented to the CER's use of

this bank as a depository.

6. No supporting documentation was received with the
, check. Therefore, I immediately contacted CER officials by phone

and requested all supporting data.

7. Thereafter, the Committee received a set of
contributor cards supporting $14,417 of contributions. None of
these contributions exceeded $25.00.

8. Because the contributor cards documented $4,417 of
contributions not forwarded to the Committee, I again contacted
CER officials to determine the proper accounting treatment for
these contributions. No response was received. Thereafter, I
made numerous other phone requests of the CER for contribution
and expenditure details. These efforts included attempts to
obtain bank statements, cancelled checks and paid invoices.
However, no further information was provided.
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9. The Committee amended its Statement of Organization onJune 25, 1980, designating the Oregon bank as a campaign
depository.

10. The Committee reported the check as an unitemized
receipt on its monthly statement dated May 1980. This disclosure
represented all information available to the Committee at that
time.

11. My attempts to gain information from CER officials and
other individuals and vendors involved in the fund raiser
continued through late 1980.

12. During the audit of the Committee in late 1980, I
informed Mr. Charles Hanshaw of the FEC audit staff of the
problems the Committee had encountered with respect to the CER
fund raiser. In response, Mr. Hanshaw stated that the Commission
was satisfied that sufficient steps had been taken by the

. Committee to obtain the information and indicated that there was
no need to pursue this matter further.

13. Because of my conversation with Mr. Hanshaw, until the
receipt of MUR 1349, I believed that the fund raiser was no

c c longer an issue. However, upon receipt of the MUR, I made
another effort to obtain information concerning the fund-raising

- event.

0' 14. From May 1980 through Spring of 1981, I made numerous
phone calls to the CER in an attempt to obtain information

•,, concerning the fund raiser.

15. As a result of the Committee's efforts, in late Spring
. of 1981, the Committee finally succeeded in obtaining the

financial records of the fund raiser. Examination of these
S records revealed that approximately $15,200 was raised and $5,200

of expenses were incurred at the event. The $10,000 received by
the Committee represented net contributions.

16. The RFPC's July 15, 1981 quarterly report disclosed
unitemized receipts of $5,233.90 and itemized expenditures of
$5,233.90 associated with the event. Combined with the $10,000 of
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contributions reported previously, I believe the Committee fully
reported the results of the fund raiser in a timely fashion.

Subscribed and sworn before me this _ day of /,

otary Public

- , ,*-\ A. '" ;iT.1
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Ms. Major ie W. EmmonsCq Secretary of the Commission
Federal Election Comission
1325 K Street, W..
Washington D.C. 20463

C,'

" Re: Mur 1349: Response of the Reagan for President

Dear 14s. Emmons:

( In accordance vith the procedures of the Federal Election
Commission ("Commission") set forth at 11 C.F.R. S 111.16,

' counsel for the Reagan for President Committee ("Committee')
= hereby responds to the General Counsel's letter of December 18,

1981. That letter recommended that the Commission find probable
cause to believe that the Committee violated: 2 U.s.C.
S 441a(f), because of alleged acceptance of excessive contribu-
tions; 2 U.S.C. S 434(b) (5) (A), because of alleged failure to
report the ultimate recipient of certain expenditures; and 2
U.S.C. 55 432(c), 433(c) and 434(b), because of certain alleged
violations arising out of a fund-raising event held in May 1980.

i/ Pursuant to 11 C.F.R. S 111.16(c), ten copies of the
Committee's response are enclosed. Three copies of this
response have also been furnished to the Office of the
General Counsel.

• "

• :

.,
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Based upon the following factual and legal discussion and
all previous responses submitted to the Commission on this
matter, it appears that no violations of Title 2 have occurred.
In summary, first, the allegation involving acceptance of exces-
sive contributions is improper because 2 U.S.C. S 441a(f)
requires that acceptance be made with knowledge that the contri-
bution is prohibited. The Wicks made no contribution to the
Committee. Moreover, even if a contribution is assumed to have
been made, the Committee did not accept the contribution with
knowledge that it was prohibited. Second, the allegation
involving failure to report the ultimate payee of expenditures is
improper because neither law nor regulation requires that such
information be reported. And third, the allegations arising out
of the fund-raising event are improper because the Committee

- exerted its best efforts to comply with all applicable accounting
and reporting requirements.

. For these reasons, it is respectfully requested that the
S Commission take no further action against the Committee with

respect to the alleged violations of the above-cited statutory
provisions.

., ALLEGED RECEIPT OF EXCESSIVE CONTRIBUTIONS FROM CHARLES WICK
AND MARY JANE WICK

FACTS

Mr. Charles Wick and Mrs. Mary Jane Wick (hereinafter "the
Wicks") were actively involved as volunteers in Mr. Reagan's

., campaign effort; particularly, organizing the New York announce-
ment dinner which kicked-off Mr. Reagan's campaign effort. As a

S result, Charles Wick incurred approximately $18,700 of expenses
and Mary Jane Wick incurred approximately $765 of expenses on
behalf of the Committee, during the period September 12, 1979
through November 15, 1979. The Wicks requested reimbursement for
these expenses from the Committee on January 18, 1980. The reim-
bursement request detailed and supported each expenditure made by
the Wicks for which reimbursement was requested.

The Committee subjected the request to its normal expense
reimbursement screening process, including examination of the
underlying documents for appropriateness of the expenditures and
review and approval of the request by senior campaign officials.
Reimbursement was made on April 9, 1980. Reimbursement was
timely considering commencement of the primary elections, staff
turnover and the size of the Wick's reimbursement request.
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GENERAL COUNSEL' S ARGUMENT

The Commission found reason to believe that a violation of
2 U.S.C. S 441a(f) had occurred, because:

[It is the view of the General Counsel that
because both Mr. and Mrs. Wick had already
contributed $1,000 to the Committee, they
could not advance any additional sums to the
Commeittee. The Committee should have either
paid for the various expenses directly by
committee check or advanced funds to the
Wicks to enable them to incur expenses.

- While counsel for the Committee argues that
because the Committee reimbursed the Wicks

~within three months of its receipt of their
¢ invoice no excessive contributions resulted,

it continues to be the view of the General
~Counsel that the Committee accepted exces-

sive contributions from Charles Wick and
~Mary Jane Wick from the moment the Wicks

tendered payment for these services.

In the General Counsel's view, the expenses incurred by the
Wicks were an advance and, by definition, a contribution, 'as

" long as the advance is unreimbursed and, in that sense, it
resembles a loan transaction, which is also subject to

C contribution limitations." For these reasons, the General
Counsel found 'that there is probable cause to believe that the

'' Committee violated 2 U.S.C. S 441a(f) by accepting excessive
contributions from Charles Wick and Mary Jane Wick.'

ANALYS IS

1. Reimbursable Expenses Incurred On Behalf Of A
Committee Are Not Contributions,.

The General Counsel states in its brief:

The Act plainly contemplates that an
'advance . . . of money or anything of
value' is a contribution. While past
Commission announcements have indicated that
individuals may incur expenses on behalf of
political committees and receive subsequent
reimbursement, the Commission has never
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indicated that the advances made by such
individuals are not contributions subject to
the Act's limitation. [Footnote omitted.]
This is no less so if the individual is
expressly designated as an agent of the
candidate or Committee. The candidate or
Committee plainly enjoys the benefit of the
goods or services from the moment they are
purchased from the individual. In the
General Counsel's view, a transaction
constitutes a contribution as long as the
advance is unreimbursed and, in that sense,
it resembles a loan transaction, which is
also subject to the contribution limitations

. [footnote omitted].

~This conclusion is unsupported by law or regulation. The
Federal Election Campaign Fund Act (2 U.S.C. S 431 jt. seq.) (the

! "Act") and its implementing regulations are silent as to whether
reimbursable expenses incurred by a volunteer, agent or employee-
of a political committee on behalf of a commuittee are contri-
butions. (See 2 U.S.C. S431 (8) )(A) and 11 C.F.R. S 100.7.) The
only issue a-'dr es sed by either the Act or the implementing

" regulations is whether unreimbursed expenses incurred for travel
or subsistence are contributions. See 2 U.S.C. S 431(8) (BTI)

oJ and 11 C.F.R. S 100.7 (b) (8) . This sil ence, contrary to the
r General Counsel's assertion, strongly implies that Congress

intended that reimbursable expenditures which are in fact
O reimbursed are not contributions.

. Accounting and cost control considerations support this
3 interpretation. During a campaign or in any business situation,

the most appropriate method for controlling reimbursable
expenditures is to require the individual incurring the expenses
to make payment from his own funds, pending reimbursement after
submission of required documentation (i.e., vouchers, receipts,
etc.) and approval of the expenditures. This method is the most
appropriate because it establishes the individual and not the
campaign committee or business as the party bearing the burden of
any improper expenditure.

The General Counsel fails to recognize this generally
accepted principle. In fact, the General Counsel has taken the
impractical and contrary position that "[tihe Committee should
have either paid for the various expenses directly by committee
check or advanced funds to the Wicks to enable them to incur the
expenses." Adoption of this position will make it difficult for
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a committee to exert proper control over the types of expenses
incurred on the Committee's behalf.

The General Counsel also fails to recognize that such a
position would significantly affect the operations of political
committees, particularily presidential committees. Presidential
committee activities are varied and spread over a vide geograph-
ical area. Hundreds of volunteers, agents and employees
represent the committee on a nationwide basis. To require that
these individuals incur expenses only with prior committee
approval by means of advanced committee funds or by committee
check would significantly limit campaign activities.

The Committee maintains that Congress intended to permit
S volunteers, agents and employees of a political committee to

incur expenses, pending reimbursement, on behalf of a commit-
r. tee.V There are no provisions in either the Act or its
., implementing regulations which contradict this position.

Accepted business practice supports this position. The Wicks
. incurred expenses expecting reimbursement, and the Committee

reimbursed the Wicks. Therefore, the expenditures incurred by
" the Wicks were not contributions. Because no contribition was

involved, the Committee cannot be found to have accepted a
prohibited contribution.

2. The Expenses Incurred By The Wicks Were Not An Advance
• And Therefore Were Not A Contribution

~The General Counsel states in his brief that "an individual
volunteer who is not in the business of providing services to

2/ Apparently, in April 1981, the General Counsel also shared
this view. The General Counsel's brief supporting his
reason to believe recommendation states:

While past Commission pronouncements have
indicated that individuals may incur
expenses on behalf of political committees
and receive subsequent reimbursement (foot-
note omitted], the Commission has never
indicated that the advances made by such
individuals are not contributions subject to
the Act's limitations if the advances are
not reimbursed within a reasonable time.
(Emphasis added.)
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political committees, like Charles Wick, plainly is not within
the intended scope of the exemption for extension of credit by
vendors." The General Counsel further states:

It is true that the Commission has allowed
business and paid individual fundraisers to
make advance payments to vendors in carrying
out services on behalf of political commit-
tees without such advance payments being
subject to the contribution limitation.
(Citations omitted] The rationale for
treating these situations differently is
that such businesses and individuals are

, serving as vendors of services, and, as
such, they may extend credit in the ordinary

~course of business for periods not to exceed
, normal business or trade practice. See 11
" C.F.R. 55 114.10(a); 100.7(a) (4).

Based upon this rationale, the General Counsel determined that
the expenses incurred by the Wicks represented an advance which,

S by definition (see 2 U.S.C. S 431(8) (A)), is a contribution.

c However, FEC regulations implementing 2 U.S.C. S 431(8)](A)
limit the meaning of advance even further than stated by the
General Counsel. 11 C.F.R. S 100.7(a) (4) defines the term
advance to include only "[t]he extension of credit by ay perso
for a length of time beyond nomlbsns rtaepractice
. . . " (Emphasis added.) The term 'normal business or trade
practice" modifies the length of time for extending credit and
does not, as the General Counsel asserts, refer to the nature of
the business conducted. In fact, 11 C.F.R. S 100.7(a) (4) nowhere
refers to the type of business conducted. Moreover, the section
refers to any extension of credit "by any person," which under 2
U.S.C. S 431(11), includes individuals as well as businesses.
Therefore, under 11 C.F.R. 5 100.7(a) (4), only the length of the
extension of credit is relevant in determining whether the extension
of credit constitutes an advance and thus a contribution.

Assuming the Wicks' expenditures represented an extension
of credit, the Wicks clearly did not extend credit to the
Committee for any length of time beyond normal business
practice. As noted previously, the last expenses were incurred
around the middle of November 1979 and the Committee was billed
for these expenses on January 18, 1980. Attempts were made
thereafter to collect the reimbursement. These facts clearly
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establish that the alleged "extension of credit" was not for any
length of time greater than normal business practice.3/

Case law supports the conclusion that the Wicks' alleged
"extension of credit" was not a contribution, because the Wicks
had no donative intent when they incurred the expenses. Carson
v. Commissioner of Internal Revenue, 641 F.2d 864 (10th CTr.
W-981). In Carson, the plaintiff, an individual, made numerous
direct campaign contributions to candidates for local office.
The Commissioner sued Carson on the grounds that the contribu-
tions were gifts under the Internal Revenue Code and, therefore,
subject to gift tax. The court held that the contributions were
not a gift if made in the ordinary course of business. The court

. found "absence of donative intent is relevent under Treasury
regulation in determining whether a transfer is made in the
ordinary course of business." Id. at 866. Treasury regulation
S 25.2512-8 states: " . . . a sale, exchange or other transfer
made in the ordinary course of business (a transaction which is

S bonafide, at arms and free from donative intent), will be
considered as made for an adequate and full consideration of

- money or monies worth." Therefore, in Carson, the intent of the
person incurring the expenses was deteritive as to whether the
expenses were incurred in the ordinary course of business.

c= This standard is clearly analogous to the facts at issue.
S,. The Wicks incurred expenses on behalf of the Committee. No

donative intent or intent to extend credit beyond a reasonable
time was present when the expenses were incurred or thereafter;
the Wicks and the Committee intended and expected that timely

S repayment would be made. Timely submission of the reimbursement
S request and receipt of the reimbursement support this position.

For these reasons, the Wicks made no advance to the
Committee and hence no contribution. Therefore, the Committee
cannot be found to have violated 2 U.S.C. S 441a(f), and the
Commission should take no further action on this issue.

3/ The facts also establish that the Wicks "made a commercially
reasonable attempt to collect the debt,"wihpusato
11 C.F.R. S 100.7(a) (4), prevents treating the alleged
extension of credit as a contribution, regardless of the
duration of the extension of credit.
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3. The Committee Did Not Knowingly Accept a Contribution
In Violation of 2 U.S.C. S 441a(f) ...

The General Counsel recommended a finding of probable cause
to believe that the Committee violated 2 U.S.C. S 441a(f) by
accepting excessive contributions from the Wicks. "[I~t con-
tinues to be the view of the General Counsel that the Committee
accepted excessive contributions from Charles Wick and Mary Jane
Wick from the moment the Wicks tendered payment for these
services.'

2 U.S.C. S 441a(f) states: 'No candidate or political
committee shall knownql accept any contribution . . . in

... violation of the provisions of this section.' (Emphasis
added.) The General Counsel did not allege that the Committee

" knowingly accepted the alleged contributions from the Wicks.
Without such an allegation and facts to support the allegation,

-' no violation of 2 U.S.C. S 441a(f) can be found. In fact, the
Committeee did not knowingly accept any excessive contribution,

S and, therefore, the Committee did not violate 2 U.S.C. S 441a(f).

To establish a violation of 2 U.S.C. S 441a(f), the General
Counsel must establish that the Committee: (l) accepted a
contribution; (2) knowing the contribution to be in violation of

~2 U.S.C. S 441a. Acceptance of a contribution usually occurs at
; the time the contribution is deposited. United States v.

Chestnut, 533 F.2d 40 (2d Cir. 1976).m Because the Comm tee
never directly received any funds fro the Wicks, it is the
General Counsel's view that "a contribution from an individual to

i': a political commnittee arises at the time the individual makes
, payment for the goods or services i.e., at the time cash, a check

or credit card is tendered.' Therefore, in the facts at issue,
for the General Counsel to establish that the Committee violated
2 U.S.C. S 441a(f), the General Counsel must show that the
Committee knew at the time the Wicks me'3 payment that the
alleged contribution violated one of the limits set forth in 2
U.S.C S 441a. Any knowledge gained by the Committee after
payment for the goods by the Wicks is thus irrelevant to
establishing a knowing acceptance.4/

4/ Closely analagous to the wording of 2 U.S.C. S 441a(f) are
laws prohibiting the receipt of stolen property. Cases
interpreting receipt of stolen property statutes hold that
to be guilty of receiving stolen property, an individual
must know at the time of receipt of the property that the

(continued)
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"Knowingly," as used in 2 U.S.c. S 441a(f), is not defined
by either the Act or the Presidential Election Campaign Fund Act
(26 U.S.C. S 9001 et seq.) (PECFA) or their implementing regula-
tions. In general,-'case law finds a knowing violation when a
person is shown to have knowledge of all of the facts which
establish a violation. See, .. , United States v. KeeQan, 331
F.2d 257 (7th Cir.), c er--den e, 379 U.S. 828 (T-W64), lt~
Washington R. & Rav. Co. v. Unitd states, 205 F.2d 337-Tii r.
1913);I United states v. Key Line Freight Line, Inc., 481 F. Supp.
91 (W.D. Mich. 1977), al'd 570 F.2d 97 (6th Cir. 1978).

Further support for this definition is found in Federal
Election COmmission v. California Medical Association, 502 :'
Supp, 196 (N.D. Cal.-1980). In this case, the court found that

... ' the defendant political action committee knew all the facts
_. (accepting in-kind contributions which it knew at the time of

acceptance exceeded $5,000 -- a limit found in 2 U.S.C. S 441a)
+ .which rendered its conduct unlawful. The court found that 'such

knowledge is sufficient to create civil liability under 2 U.S.C.
+ S 441a(f)." Id. at 203.

c In the facts at issue, the Committee had no knowledge at
the time of acceptance (payment for the goods or services) that
the Wicks' alleged contributions exceeded $1,000 and, therefore,

S violated 2 U.S.C. S 441a. The Committee had no knowledge of the
amounts involved until the expense reimbursement claim was
received. Therefore, the Committee did not accept the alleged

.C.,; contribution knowingly.

NMorever, a knowing violation will not occur because of a
failure through inadvertance of negligence to become aware of all

' the facts which establish a violation. See United States v.
Jewell, 532 F.2d 697 (9th Cir.), cert. deni ed, 426 U.S. 95S"
-TIT7T; United States v. Haney Chevrolet, Inc., 371 F. Supp. 381
(M.D. Fla. 1974). Thus, even if it is assumed that the Committee
through inadvertance or negligence failed to gain knowledge at
the time of acceptance that the Wicks had incurred expenses

property was stolen. See United States v. Lambert, 436
F.2d 552 (7th Cir. 1972); United States v. Butler, 494 F.2d
1246 (10th Cir. 1974); McGee v. State, 65 P.2d 207, 60 Okl.
C.R. 436 (1937). Knowledge gained later that the property
was stolen may establish the crime of possession of stolen
property, but it does not establish the crime of receiving
stolen property. See, United States v. Koran, 453 F.2d 144
(10th Cir. 1972). These cases are of particular value
because "receiving" and "accepting" are synonomous in
meaning. Standard Oil v. United States, 164 F.2d 376 (7th
Cir. 1908), cert. denied, 212 U.S. 579 (1909).
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exceeding the $1,000 limitation, a violation of 2 U.s.c.
S 441a(f) still cannot be found.5/

Therefore, unless the General Counsel can show that the
Committee had knowledge at the time of acceptance (the point in
time which the Wicks incurred the expenses) that the alleged
contribution in fact exceeded $1,000, the Committee cannot be
found to have knowingly accepted an excessive contribution. The
General Counsel has not offered and cannot offer such evidence.
Therefore, the Committee can not be found to have violated 2
U.S.C. S 441a(f), and no further action should be taken on this
issue.

5/ Recent proposed amendments to the Foreign Corrupt Practices
c Act of 1977 support the position that when a statute

requires a civil penalty for a knowing violation, as does
::a" the Act, the word "knowingly" requires a showing of

knowledge of all of the facts which establish a viola-
tion. The Committee on Banking, Housing and Urban Affairs
stated:

The Committee believes that the purpose of
the FCPA accounting provisions was to
proscribe knowing conduct, not unknowing
conduct. Accordingly, the Bill provides
that violations occur where a person
'knowingly' violates Section 13(b)(2). In
adopting the standard, the Committee intends
to assure that the accounting provision, as
modified, is the basis for enforcement
action only in cases where a conscious
awareness of wrongdoing is present, and not
in situations where mere negligence or other
conduct not reflecting such an awareness
results in some imperfection in a company's
internal accounting control system or in
unintentional circumvention of that system.

H.R. Rep. 97-209, 97th Cong., 1st Sess. 14 (1981).
(Emphasis added).
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FAILURE TO REPORT THE ULTIMATE RECIPIENT OF EXPENDITURES

FACTS

The expenses incurred by the Wicks, discussed above, were
incurred on behalf of the Committee. The reimbursement request
submitted to the Committee conitained information documenting why
the expenditures were incurred and the vendors involved. These
records were retained by the Committee and made available to the
auditors. The Committee's disbursement reports disclosed a
disbursement to the Wicks made on April 9, 1980. The reports
also disclosed the amount and stated that it was a reimbursement
for "hotel accommodations, air travel and limousine service."

" GENERAL COUNSEL' S ARGUMENT

-'" The General Counsel alleges that the Committee failed to
, report the reimbursement to the Wicks in conformance with 2

U.S.C. S 3()()() because the "Committee simply reported an
S expenditure to Charles Wick on April 9, 1980, as a reimbursement

for hotel accommodations, air travel ad limousine services"
... without reporting the "ultimate recipient" of the expenditure, as

required by the Financial Control and Compliance Manual for
Presidential Candidates Receiving Public Financing (Primary

c Election Financing), July 1979, at pp. 129-130, 138-139.

" ANALYSIS

1. There is No Requirement in Law or Regulation That a
Committee Report the "Ultimate Recipient" of an
Expenditure

a. The Financial Control and Compliance Manual Has
No Legal Effect And Provides No Basis for an
Enforcement Action

The General Counsel supports his recommendation of probable
cause to believe that the Committee violated 2 U.S.C. S 434(b) (5) (A)
by citing the Financial Control and Compliance Manual for Presiden-
tial Candidates Receiving Public Funding (Primary Election Financ-
j_.j), July 1979 (hereinafter *the Manual"). However, the Comm ission
is restricted to administering the Act through advisory opinions and
formally promulgated regulations. The Manual is neither. More-
over, neither the Act nor its implementing regulations require
reporting the "ultimate recipient." Therefore, the General
Counsel's finding is improper.
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The legislative history of the 1976 amendments to the Act
make it very clear that Congress wished to restrict the
Commission's ability to administer the Act. "[Aidvisory
opinions and regulations shall be the only means through which
the Commission may establish guidelines and procedures for
carrying out the Act." H.R. Rep. No. 94-917, 94th Cong., 2nd
Sess. 3 (1976), reprinted in Legislative History of Federal
Election Campaign Act Amendments of 1976, at 803 (1977) (emphasis
added). See, H.R. Rep. No. 96-422, 96th Cong., 1st Sess. 18,
rep4nted'jn [19791 U.S. Code Cong. and Ad. News 2860, 2879

(wheeina section which allowed the Commission to formulate
general policy with respect to the administration of the Act and
Title 26 was deleted "to insure that the formulation of general
policy is done through the regulatory process which is opened to
public comment.") The purpose of this requirement is to prevent

- the Commission from administering the Act through de facto
regulations which have not been reviewed by Congress.

~~The Manual is not an advisory opinion. See 2 U.S.C.
S 437f. The Manual is also not a regulation. Congress states in

c 2 U.S.C. S 438(d) (and 26 U.S.C. $$ 9009(b) and 9039(b) and (c))
that the Commission may prescribe regulations concerning books,
records and information; however, such regulations must be trans-
mitted to the Congress for review prior to enforcement as regula-
tions. The Manual was never transmitted to Congress and,

. therefore, does not have the status of a regulation.

~Moreover, the Commission recognized that the Manual is not
a regulation in the introduction to the Manual, stating that the
Commaission:

[has undertaken to organize, in this
manual, the essential compliance and
financial control considerations in the hone
that it will provide helpful, guidance to
those persons required to file reports.

The manual is a guide for the candidate or
committee for use in formulating an overall
plan of financial controls to achieve
compliance. It also includes suggested
procedures which the candidate may find
useful in the management and control of its
internal activities.
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It does not prescribe a standard system.

Rather, it offers a candidate an approach
which can be modified as required to suit
individual needs . . . .(Emphasis added.)

2 U.S.C. S 437g and 11 C.F.R. S 111 give the Commission
authority to commence enforcement actions against possible
violators of the Act, PECFA or their implementing regulations.
The Manual is neither a statute nor a regulation, therefore it
provides no basis for an enforcement action.j'

" 6/ Prior to 1980, 2 U.S.c. s 434(b) (Contents of RePorts),
.. stated in (b) (9) that a report should disclose:

[TI he identification of each person to whom
expenditures have been made by such commit-

-'tee or on behalf of such committee or candi-
~date within the calendar year in an aggre-

gate amount or value in excess of $100, the
~amount, date, and purpose of each such

expenditure ....

Under this provision, the audit section proposed to require
~the disclosure of the purpose/particulars of an expendi-
~ture. (See FEC Memorandum dated June 2, 1978, Agency Docu-

ment No.-78-169, Commission Memorandum No. 1231.) In
~response to this proposal, the General Counsel stated: "We

believe that a notice of the type proposed [requiring dis-
~~closure of purpose/particularsi is problematic from...

the standpoint of . . . the Commission's authority to issue
such a notice with the resulting expectation that noncompli-
ance therewith may be subject to S 437g sanctions . . . .
(FEC Memorandum, undated, Agenda Document No. 78-193.)

In response to these comments, the audit division made
several suggestions for incorporating into the regulations
for reporting purposes definitions of "ultimate recipient"
and "particulars." (FEC Memorandum dated September 28,
1978, Agenda Document No. 78-290.) Thereafter, the recom-
mendations essentially were incorporated into the Manual.

The 1980 amendments did not change the substance of 2
U.S.C. S 434(b)(9). See 2 U.S.C. S 434(b)(5)(A). Conse-
quently, the Committee contends that "guidelines" which

(continued)
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b. No Law or Regulation Requires Reporting the
"Ultimate Recipient"

The General Counsel alleges that the Committee violated the
reprtnq requirements of 2 U.S.C. S 434(b) (5) (A). This section
requiries that reports which must be filed pursuant to 2 U.S.C.
S 434(a) shall disclose:

(5) the name and address of each

(A) person to whom an expenditure in an
aggregate amount or value in excess of $200
within the calendar year is made by the
reporting committee to meet a candidate or

' committee operations expense together with
the date, amount, and purpose of such

"- Operating expenditures. (Emphasis added.)

saII2.F.R. S 104.3(b) (4) implements this requirement,

c Each authorized committee shall report the
full name and address of each person in each
of the following categories, as well as the

0' information required by each category.

" (i) Each person to whom an expenditure
in an aggregate amount or value in

~excess of $200 within the calendar year
r~ i s made by the reporting committee to

meet the committee's operating
expenses, together with the dater
amount and purpose of each expenditure.

(A) As used in 11 C.F.R.
104.3 (b) (4) 'purpose' means a
brief statement or description of
why the disbursement was made.

(Emphasis added. )

were a "problematic" basis for enforcement proceedings
under 2 U.S.C. S 434(b) (9), are an equally "problematic"
basis for enforcement actions involving 2 UoSoC.
S 434(b) (5) (A).

7_/ 11 C.F.R. S 9006 requires authorized committees to report
"pursuant to the requirements of 11 C.F.R. Part 104."
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Therefore, to determine if the Committee violated 2 U.s.c.
$ 434(b) (5) (A), the General Counsel must show that the Committee
failed to report: (a) the name or address of the person to whom
an expenditure exceeding $200 was made; and (b) the date, amount
and purpose (e.g., dinner expense, travel, travel reimbursement,
etc.) of the expenditure. The Committee complied with each of
these requirements for the reimbursement to the Wicks. However,
the General Counsel found instead that the Committee failed "to
report the ultimate recipient of an expenditure." Because
neither 2 U.S.C. S 434(b) (5) nor 11 C.F.R. S 104.3 contain such a
requirement, the General Counsel's osition is improper.

The Act and its implementing regulations do require a
committee to retain documentation supporting expenditures in

- excess of $200 which disclose the payee (the individual supplying
the goods or services). 2 U.S.C. S 432(c) (Recordkeeping) states

... that the treasurer of a political committee shall keep an account
, Of:

~(5) the name and address of every person to
whom any disbursement is made, the date,

¢ amount, and purpose of the disbursements,
, and the name of the candidate and the office

sought by the candidate if any, for whom the
~disbursement was made, including a receipt,

invoice, or cancelled check for each
e disbursement in excess of $200. (Emphasis

added. )
r

.... 11 C.F.R. S 102.9 (accounting for contributions and
expenditures) implements 2 U.S.C. S 432(c), stating=8/

(1) An account shall be ke t of all
disbursements made by or on behalf of the
political committee. Such account shall
consist of a record of:

(i) the name and address of every
person to whom any disbursement is
made;

11 i C.F.R. $ 9003.5 and 9033.1 contain virtually identical
documentation requirements.
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(ii) the date, amount, and purpose of

the disbursement; and

(iv) For purposes of 11 C.F.R.
102.9(b) (1), 'purpose' has the same
meaning given the term at 11 C.F.R.
104.3(b) (3) (i) (A).

(2) In addition to the account to be kept
under 11 C.F.R. 102.9(b) (1), a receipt or
invoice from the payee or a cancelled check
to the payee shall be obtained and kept for

N each disbursement in excess of $200 by or on
behalf of, the committee, except that credit

-" card transactions, shall be documented in
accordance with 11 C.F.R. i02.9(b) (2) (iii).

(i) (A) For purposes of 11 C.F.R.
102.9(b) (2), ' ae' means the person

c who provides t eh- ods or services to
, the committee or agent thereof in

return for payment....

~(Emphasis added.)

Therefore, the Act and its implementing regulations require
C a committee to retain documentation for each expenditure exceed-
. ig $200, disclosing: (a) the name and address of the person to

whom the expenditure was made; (b) the date, amount and purpose
of the expenditure; and (c) the identity of the erson who
provided the goods or services.

The Committee complied with these accounting requirements
for the Wick reimbursement. The Committee accounted for and
documented the reimbursement by retaining documentation disclos-
ing that the Wicks received the reimbursement, and the amount,
date and purpose ("hotel accommodations, air travel and limousine
service=) of the reimbursement. Moreover, the Wicks provided
detailed supporting documentation disclosing the "ultimate
recipient" with their expense voucher, and the Committee retained
this documentation. In fact, the auditors examined this
information.

In sum, the General Counsel alleges that the Committee
violated the reporting requirements found in 2 U.S.C. S 434(b)
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(5) (A) because the "ultimate recipients" of the expenditures made
by the Wicks were not reported. However, 2 U.S.C. S 434(b) (5) (A)
and its implementing regulations do not require that the
"ultimate recipient" be reo~td As the Committee complied with
all requirements of 2 U.L.C.5S434(b) (5) (A), any finding of a
violation of that section is improper. While it is true that a
committee must document the ultimate recipient or payee of
expenditures pursuant to 11 C.F.R. S 102.9(b), no violation of
this regulation was alleged and, moreover, the Committee fully
complied with its requirements.

For these reasons, the Committee did not violate 2 U.S.C.
S 434(b)(5) (A) and the General Counsel should withdraw his
finding of probable cause.

2. The Sections of the Manual Relied Upon by the General
-- Co0unsel Have No Legal Effect

..... The General Counsel supports his determination of probable
r cause to believe that the Committee violated 2 U.S.C. S 434(b) (5) (A)

by citing pages 129-130 and 138-139 of the Manual. As discussed
c above, the Manual is not binding upon a political comittee and

provides no basis for a 2 U.S.C. S 437g proceeding. However,
" even if it is assumed that the Manual is entitled to some legal
c significance, the guidelines cited by the General counsel fail to

support his finding of probable cause.

The guidelines contained on pages 129 and 130 are
inapplicable to the facts at issue because they provide guide-

. lines for recordkeeping and reporting of advances. Because the
" expenditure made to the Wicks was a reimbursement, pages 129-130

S are not applicable.9/

The guidelines found on pages 138 and 139 apply to
reimbursements and require:

Payments to credit card companies and
expense reimbursements to individuals may be

9/ Even if these guidelines are applicable and support the
contention that the ultimate recipients of reimbursed
expenses must be reported, they still have no legal effect
for the reasons discussed in the following text.
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reported on Schedule B-P for the appropriate
line number without listing each individual
payee and amount as a memo entry if the
underlying expenses are, in fact for the
individuals campaign-related travel and
subsistence cost only. The terms 'travel
expense' or 'travel expense reimbursement'
are acceptable in identifying the particu-
lars. Should the credit card invoice or the
reimbursement report include expenditures
for items other than travel and subsistence,
each payee included in the invoice or
reimbursement report with charges in excess
of $100 must be separately listed on
Schedule B-P as a memo entry.

-- The goal is to identify the ultimate
~recipient of the funds and the particulars

of the goods or services provided.

C As discussed above, 2 U.S.C. S 434(b) (5) and 11 C.F.R.
S 104.3 require that the name and address of the individual
receiving the reimbursement and the date, amount and purpose of

... the reimbursement be reported. It is only the accounting
requirements found in 2 U.S.C. S 432(c) and 11 C.F.R. 5 102.9

c which require that documentation identifying the payee (the

,- provider of the goods or services) be retained. Therefore, the
guidelines found in the Manual which require that the "payee' or
the "ultimate recipient" be reported are in direct conflict with
2 U.S.C. S 434(b) (5) and 11 C.F.R. S 104.3. Guidelines which are

" inconsistent with the statutory and regulatory provisions being
S implemented are not binding and, moreover, will not be accorded

any legal effect. Bowles v. Seminole Rock and Sand Co., 325 U.S.
410 (1945). Therefore, the pages cited by the General Counsel
have no legal effect and provide no basis for a 2 U.S.C. S 437g
enforcement proceeding.

For this reason, the General Counsel's finding of probable
cause should be withdrawn.
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oREO FUNDz m-RAISING EvENT

FACTS ±2/
In May 1980, the Linn County (Oregon) Committee to Elect

Reagan ("CER") held a fund-raising event. On May 19, 1960, the
Committee received a $10,000 check from the CUR drawn on an
Oregon bank. The Committee received no supporting docmentation
with the check. Moreover, the event was unauthorized. The
Committee reported the check as an unitemized receipt in Nay
1980.

Committee officials thereafter requested more complete
information. As a result, the Committee received a set of con-
tributor cards supporting an additional $4,417 in contributions.
Thereafter, the Commi ttee requested on several occasions informa-

4. tion on the additional $4,417 of contributions reported. No
response was received.

On June 25, 1980 the Committee notified the Commission of
an amendment to its statement of organization filed pursuant to 2
U.S.C. S 433(c). The amendment listed the Oregon bank as a
depository used by the Committee. Thereafter, the Committee

:- continued its attempts to obtain information from the CER con-
cerning the fund-raising event. These efforts were suspended

0 when the auditors stated their satisfaction with Committee
efforts.

~However, receipt of this MUR revived the issue and the
Committee again attempted to obtain information. Eventually,

, information was received which disclosed that approximately
$15,200 was raised at the event and $5,200 of expenses was
incurred. As a result of additional Committee efforts, further
information was obtained, and this information was reported in
the Committee's second-quarter report filed with the Commission
on July 15, 1981.

GENERAL COUNSEL' S ARGUMENT

The General Counsel found probable cause to believe that a
violation of 2 U.S.C. S 433(c) had occurred because:

2/ An affidavit from Scott Mackenzie verifying these facts
will be furnished upon his return from a busines trip.
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The evidence available in this matter
indicates that the Committee deposited funds
into the Oregon depository prior to Nay 19,
1980, yet did not amend its Statement of
Organization until June 25, 1980 (received
by the Commission on June 30, 1980), more
than thirty-seven days after it deposited
its funds into the bank. In consideration
of the foregoing, and in view of the fact
that the Committee has not demonstrated that
its best efforts were used to report the
information in a timely manner, it is the
position of the General Counsel that the
Committee failed to amend its Statement of

_. Organization within ten days and that there
is probable cause to believe the Committee

-, violated 2 U.S.C. S 433(c).

c The General Counsel also found probable cause that the
c Committee violated 2 U.S.C. S$ 432(c) and 434(b) because:

IrT]he Committee has not provided any
documentation in support of its contention

~that 'best efforts' were in fact used;l the
Committee has not submitted evidence of any

c written efforts to obtain information from
~either the Oregon Bank or vendors, or

evidence of any other efforts to obtain the
c information required to be reported. It is,

therefore, the view of the General Counsel
that there is probable cause to believe that
the Committee violated 2 U.S.C. S 432(c) by

c . failing to keep an account of certain
expenditures associated with the Oregon fund
raising event, and violated 2 U.S.C.
5 434(b) by failing to report certain
contributions received and expenditures made
in connection with the event.

ANALYSIS

1. The Committee Used its Best Efforts to Amend Its
Statement of Organization and to Account and Report
for the Contributions and Expenditures Related to the
Oregon Fund-Raising Event...

2 U.S.C. S 432(i) and 11 C.F.R. 55 102.9(d) and 104.7(a)
provide that records maintained and reports submitted by a



M;KCNNA CONNR & CUNCO.'"'

Ms. Mjo rie• W. Emons
January 22, 1982
Page 21

committee will be considered in compliance with the Act, if a
committee used its best efforts to obtain, maintain and submit
the documentation required. The Committee contends that it used
its best efforts to obtain and report information relating to the
fundraiser and, therefore, did not violate the Act or its
regulations. The auditors apparently agreed with the Coittee's
position. (See Mackenzie Affidavit, 12 (hereinafter N. aff'd.

The best efforts test was incorporated into the Act and its
regulations to prevent political committees from being overbur-
dened with administrative requirements. In Congress' view, such
overburdening would defeat the purpose of the Act, i.e., to
achieve substantial voluntary compliance with the provisions of

- the Act. Se.e H.R. Rep. 96-422, 96th Cong. 1st Sess. 14 (1979).
In fact, Congress views this test as so important to the intent

" of the Act that the Commission has been criticized for its fail-
ure to incorporate this test into its procedures.

r T]he application of the best efforts test
r is essential to the enforcement of the
¢: recordkeeping and reporting provisions of

the Act. It is the opinion of the Committee
that the Commission has not adequately
incorporated the best efforts test into its
administrative procedures, such as system-

.:. .atic review of reports.

Id. The circumstances surrounding the accounting and reporting
of "information relating to the fundraiser, in the Committee's

* view, require that the best efforts test be applied and the
, Committee be found to have used its best efforts.

Application of the best efforts test has been impeded
because 2 U.S.C. S 432(i) and 11 C.F.R. 55 102.9(d) and 104.7(a)
do not define what constitutes best efforts. Moreover, little
administrative interpretation of "best efforts" is available.
However, the legislative history of the 1979 amendments to the
Act and PECFA and case law provide some guidance.

In discussing the best efforts test, Congress has stated:

One illustration of the application of this
test is the current requirement for a
committee to report the occupation and
principal place of business of individual
contributors who give in excess of $100. If
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the committee does not report the occupation
and principal place of business for each
itemized individual contribution, the
Commission's review and enforcement proce-
dures must be geared to determining whether
the committee exercised its best efforts to
obtain the information. The best efforts
test is crucial since contributor informa-
tion is voluntarily supplied by persons who
are not under the control of the committee.

In a situation such as this, the first ques-
tion is what efforts did the committee take
to obtain the information. Did the solici-

:) tation contain a clear request for the
occupation and principal place of business?
If the committee made an effort to obtain
the information in the initial solicitation

~and the contributor ignored the request, the
Commission should not require the committee

~to make the same request two, three, or four
c times. On the other hand, if the best

efforts test is not met, the committee must
be required to take corrective action, such
as contacting the contributor and requesting

othe information.

V H.R. Rep. 96-422, 96th Cong. 1st Sess. 14 (1979).

Applying this standard to the facts at issue, the Committee
: clearly used its best efforts. The Committee contacted CUR

officials on numerous occasions. (14. aff'd. 11 6, 8, 11, 13, 14
& 15.) The event was unauthorized. (14. aff'd. 1 4.) Other
individuals involved with the fundraiser were contacted. (14.
aff'd. 1 8.) Despite these efforts, only limited information was
obtained. (14. aff'd. 1 8.) Moreover, the Committee did amend
its statement of organization and account for and report the
contributions received based upon the limited information made
available. (14. aff'd. 11 9 & 10.) Therefore, as viewed by
Congress, the Committee clearly exercised its best efforts.

Case law shows that "'([blest efforts,' lk'reasonable
care' is a term which necessarily takes its meaning from the
circumstances." Perma Research and Development Company .v. Singer
Company, 308 F. Supp. 743, 748 (S.D.N.Y. 1970). What courts
appear to look for in the circumstances is a reasonable or good
faith effort by a party to do that which the party is capable of



M9KcNNA, CONN.ER & CuJNEo

Ms. Ma jorie W. Emmons
January 22, 1982
Page 23

doing to fulfill its responsibilities. See Western Geophysia
anv. BotAssociates, 584 F. 2d 116TTF2d Cir. 1970; Bloor

v.--i5iaTfinBrw nZop., 454 F. Supp. 258 (S.D.W.Y. l978TT
a.-fd 601 F.2d 609 (2d Cir. 1979); U.C.C. S 2-306(2), Official :
Comment 5.

The circumstances surrounding the Oregon fund-raising event
clearly demonstrate that the Committee exercised reasonable and
good faith efforts in its attempt to obtain information necessary
to fully account for and report the event. The facts show the
following:

(1) the event was unauthorized (14. aff'd. I 4);I

_. (2) upon receipt of the contribution check, the Committee

promptly requested supporting documentation (Me. aff'd. 1 6) ;

(3) upon receipt of information disclosing that contribu-
tions received exceeded the amount initially provided to the
Committee, the Committee requested on numerous occasions but did

c not receive, any further information (N. aff'd. I 8);"

(4) the Committee promptly amended its Statement of Organ-
ization (14. aff'd 9);

r (5) the Committee accounted for and reported the contribu-
tions received in a manner appropriate to the circumstances (N.
aff'd. 1 10);

(6) efforts to obtain additional information ceased when
c the auditors stated their satisfaction with Committee efforts (N.

aff'd. ' 12);

(7) after receiving MUR 1349, the Committee performed
further investigations and determined that even more contribu-
tions were involved (N. aff'd. 1 13);

(8) through its own efforts, the Committee examined bank
statements and other reports to identify the amount and type of
expenditures involved (M. aff'd. 1 15); and

(9) upon proper identification and categorization of
expenses, the Committee promptly reported the information
(M. aff'd. 1 16).
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These facts clearly show that the Committee exercised its
best efforts and did all that it reasonably could do to obtain
information necessary to account for and report the results of
the fund raiser.

For this reason, the General Counsel's finding of probable
cause should be withdrawn.

CONCLUS ION

The Reagan for President Committee requests that the
Commission take notice that this response was prepared without
certain information requested from the Commission (e.g., the
meaning of "knowingly," "advance," etc.) up to six months ago.
This lack of information has severely disadvantaged the

-, preparation of this response. Under such circumstances and for
the reasons stated above, the Reagan for President Committee

C respectfully requests that the Commission take no further action
concerning the findings of probable cause involved herein.

~Sincerely,

S cc: Charles N. Steele, Esq.
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Ms. Major ie W. muons
Secretary to the Commission

~Federal Election Commission
1325 K Street, W.
Washington, DC: 20463

Re: MU 1349: M. atter. of .Charles Z. Wick

Dear MS. Ummons:

In accordance with the procedures of the Federal El ecion
" Commission ("Commissiont ) set forth at 11 C.F.R. S 111.16,.-"
,. counsel for Charles Z. Wick hereby responds to the General

Counsel's letter of December 18, 1981. That letter recommended
that the Commission find probable cause to believe that Mr. Wick
violated 2 U.S.C. S 441a (a) (1) (A) by making a contribution to the
Reagan for President Committee ("Committee") in excess of $1,000.
Based upon the following factual and legal discussion, and Mr.
Wick's previous response submitted to the Commission by letter
dated May 19, 1981, a probable cause finding is not warranted in
this case. Accordingly, it is respectfully requested that the
Commission take no further action against Mr. Wick and close its
file in this matter.

/ Pursuant to 11 C.F.R. 5 1ll.16(c), ten copies of Mr. Wick's
response are enclosed. Three copies of this response have
also been furnished to the Office of the General Counsel.
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As a volunteer with the Reagan For President Committee, Mr.
Wick was principally responsible for organizing the New York
Announcement Dinner for Mr. Reagan's candidacy. In connection
with this responsibility, Kr. Wick incurred various campaign-
related expenses during the period September 12, 1979 through
Nlovember 15, 1979. In all, Mr. Wick incurred approximately
$18,700 on behalf of the Committee. The majority of these
expenses were charged to Kr. Wick's credit card accounts.

Upon receipt of his credit card bills, Mr. Wick carefully
reviewed all expenditures so as not to charge the Committee for
any ersonal expenses he may have incurred during the time eriod
at issue. Following this review, Mr. Wick notified the Committee
by letter dated January 18, 1980 of his request for reimburse-
s, enit. This request, and its supporting documentation, detailed
each expenditure made for which Mr. Wick requested reimbursement.

Upon receipt of Mr. Wick's request for reimbursement, the
S Committee examined all charges and supporting documents as a

normal part of its reviewing procedure. Thereafter, Mr. Wick's
: reimbursement request was approved and paid by Committee check
:.: dated April 9, 1980. This reimbursement process took less than

three months to complete, a reasonable period of time considering
:- the primary campaign activities, changes in the Committee's

accounting staff and the amount of Mr. Wick's reimbursement
request.

G ENERAL COUNSEL' S ARGUMENT

....',The General Counsel's brief recommends that the Commission
find 'probable cause to believe' that Mr. Wick violated 2 U.S.C.

S S 441a(a) (1) (A) by making contributions totalling $18,712.54 to
the Reagan for President Committee. It is the General Counsel's
position that the expenses incurred by Mr. Wick constituted an
advance to the Committee. Because Mr. Wick already contributed
$1,000 to the Committee, the General Counsel maintains that he
could not advance any additional sums to the Committee.
Accordingly, it is the General Counsel's position that there is
probable cause to believe Charles Wick violated the contribution
limitations set forth in the Federal Election Campaign Act of
1971, as amended ('the Act').
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A. The Expenses Incurred By Kr. Wick Did Not
Constitute An Advance and Therefore Did Not
Constitute a Contr~ibution to the Commtttee

Contrary to the General Counsel's allegations, Kr. Wick did
not make a contribution to the Reagan for President Committee in
violation of 2 U.S.C. S 441a (a) (l)(A) . Rather, in connection
with his campaign responsibilities, Kr. Wick incurred expenses
for which he received reimbursement. Under such circumstances,
no contribution ever arose.

It is the General Counsel's view that the alleged
• advancese at issue constitute a contribution to the Committee as
long as they remain unreimbursedj i.e., advances resemble a loan

S transaction subject to the Act's contribution limitations.
However, unreimbursed expenses are not at issue in the instant

"' matter. Kr. Wick has been reimbursed for those expenses he
S incurred on behalf of the Committee.

The Federal Election Campaign Act and its implementing
r regulations are silent as to whether expenses incurred by an
S employee, agent, or volunteer of a political committee constitute

a contribution when they are reimbursed by the committee in the
ordinary course of business. The Act and the regulations only

0 address the issue of whether unreimbursed expenses incurred for
travel or subsistence constitute contributions. See 2 U.S.C.

F S 431(8) (B) (iv) and 11 C.F.R. S lOO.7(b) (8). This"silence as to
the issue of reimbursed expenditures lends strong support to
respondent's position that Kr. Wick's expenses did not constitute

- contributions to the Committee.

~Accounting and cost control considerations support this
result. During a campaign, the most appropriate method for
controlling reimbursable expenditures is to require the individual
incurring expenses to make payrment from his own funds, pending
reimbursement upon submission of appropriate supporting
documentation. Indeede this procedure is followed by many con-
cerns with employees or agents who incur job-related expenses.
The General Counsel's brief, however, fails to recognize this
generally accepted principle. With respect to Kr. Wick's trans-
actions, the General Counsel states that the "Committee should
have either paid for the various expenses directly by Committee
check or advanced funds to Mr. Wick to enable him to incur the
expenses. m Such a position is neither prudent nor realistic.
If followed, it would be extremely difficult for a committee to
exert p roper control over the type of expenses a campaign worker
could incur on its behalf.

The General Counsel's brief also fails to acknowledge the
adverse impact its position would have on the operations of
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political committees, particularly those involved in presidential
elections. The activities of a presidential campaign couuuittee
are varied and widespread. Hundreds of employees, volunteers and
agents represent the committee on a nationwide basis. To require
each individual to incur expenses only upon obtaining prior
approval by means of advanced Committee funds or by Committee
check would unduly hamper and interfere with campaign activities. !

It is respondent's position that an individual may incur
expenses on behalf of a political committee and receive subse-
quent reimbursement without that amount being deemed an advance
or contribution subject to the Act's limitation. There is no
provision in either the Act or its implementing regulations which
contradicts this result. In fact, the statutory and regulatory
provisions cited above support this position by specifically
providing that only unreimbursed expenses in excess of $1,000

, should be treated as contributions. In the instant case, only
reimbursed costs are at issue. Because Mr. Wick has received

"" reimbursement from the Committee for the expenses he incurred on
its behalf, no contribution is at issue.

9 It is interesting to note that the General Counsel's first
brief in this matter applied a meaning to the term "advance"

S which corresponds with the respondent's interpretation. In the
General Counsel's Factual and Legal Analysis accompanying the

S Commission's "reason to believe" notice dated April 29, 1981, it
is stated that:

. While past Commission pronouncements have
indicated that individuals may incur

c expenses on behalf of political committees
and receive subsequent reimbursement, the

*Commission has never indicated that the
advances made by such individuals are not
contributions subject to the Act's limita-
tions if the advances are not reimbursed
within a reasonable time. This is no less
so if the individual is expressly designated
as an agent of the candidate or committee.
(Emphasis added; footnote omitted.J

According to this excerpt, advances are deemed to be
contributions subject to the Act's limitations only if they are
not reimbursed within a reasonable time. Applying this standard
to determine whether an advance constitutes a contribution, it is
clear from the circumstances associated with Mr. Wick's trans-
actions that no contribution ever arose as the Committee
reimbursed him for his campaign-related expenses in a timely
fashion. Under the General Counsel's original reasoning,
therefore, the so-called "advances" made by Mr. Wick do not
constitute contributions subject to the Act's limitation.
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The General Counsel's subsequent recommendation to the
Commission, however, unexplainedly deviates from its original
position. In its brief dated December 18, 1981 recommending a
"probable cause" finding, the statement quoted above is repeated
verbatim except for one significant change -- the language
referring to the reimbursement of advances has been deleted.
This omission is noteworthy. Although the General Counsel's
original brief recognized the difference between reimbursed and
unreimbursed expenses in determining whether a contribution is at
issue, its most recent submission to the Commission conveniently
sidesteps this important distinction.

At this stage in the proceedings, it is manifestly unjust
for the Office of the General Counsel to abruptly apply a
different meaning to the term "advance" than that originally
proffered. Such a deviation is particularly disturbing in light
of the fact that the Commission has failed to respond to the

" Committee's requests for clarification of a number of issues
._ which are significant to the resolution of Mr. Wick's case. Some

of these requests, (which, for example, seek the meaning of
, "reasonable time", "advance", etc.), have been pending before the
Commission for more than six months. To date, they are

" unanswered. As a result, respondent is at a severe disadvantage
to contest the General Counsel's interpretation and application
of the Act which, without known standards, can be altered to fit
any given situation. Under such arbitrary circumstances, the
General Counsel's recommendation for a finding of "probable
cause" in this case should not be endorsed by the Commission.

B. The Expenses Incurred By Mr. Wick Do Not Constitute
~A Contribution Because The Advance Was Made In The

*Ordinary Course of Business

• ". The brief of the General Counsel states that "an individual
volunteer who is not in the business of providing services to
political committees, like Charles Wick, plainly is not within
the intended scope of the exemption for extension of credit by
vendors." The brief further explains that in those instances
where the Commission has permitted businesses and individuals to
incur expenses in advance, the reason for doing so is that such
businesses and individuals are serving as vendors of services.
In those situations, the General Counsel maintains that credit
may be extended in the ordinary course of business for periods
not to exceed normal business or trade practice. See 11 C.F.R.
55 114.10(a); l 00.7 (a) (4) . Based on its limited interpretation,
however, the General Counsel maintains that the expenses incurred
by Mr. Wick do not satisfy these requirements and hence consti-
tute an advance which, by definition, is a contribution. See
2 U.S.C. S 431 (8) (A) (i).---



The General Counsel's analysis of the meaning of "advance"
is in conflict with the Act and its regulations. The definition
of "contribution" does include an "advance'. 2 U•s•C.
S 43l(8)(A)(i). However, the Federal Election Commission regula-
tions implementing this provision further define the term
"advance" as "[tjhe extension of credit by any person for a

length of time beyond normal business or trade practice
• . ."11 C.F.R. S l0O.7(a)(4). The term unormal business or

trade practice" modifies the length of time for extending
credit. It does not, as the General Counsel asserts, refer to
the nature of the business activity conducted. Moreover, 11
C.F.R. S 100.7 (a) (4) refers to the extension of credit *by any
person," which under 2 U.S.C. S 431(11), includes individuals as
well as businesses. In light of these provisions, therefore,
only the time within which reimbursement is sought is relevant in
determining whether the extension of credit constitutes an
advance and thus a contribution.

. Assuming arguendo that the expenses incurred by Mr. Wick
represent an extension of credit, he clearly did not extend

-, credit to the Committee for any length of time beyond normal
business practice. As noted previously, the last expense at
issue was incurred by Mr. Wick in mid-November of 1979. The
Committee was billed for these expenses within two months.

S Thereafter, Mr. Wick contacted the Committee on several occasions
in an effort to obtain reimbursement. Mr. Wick was paid by
Committee check dated April 9, 1980. These facts clearly

c establish that the alleged "extension of credit" was not made for
any length of time beyond normal business practice.

Even if it is assumed that Mr. Wick extended credit for
longer than the normal business practice, his efforts to secure

-' reimbursement from the Committee bring him into compliance with
the provisions of 11 C.F.R. S 100.7 (a) (4) as a ucommercially
reasonable attempt" was made "to collect the debt" at issue.

As can be seen from the above, Mr. Wick did not extend
credit to the Committee for any length of time beyond normal
business practice and made a commercially reasonable attempt to
collect payment from the C~rpi ttee. As a result, no "advance" or
"contribution' ever arose. /

/ This result is further supported by the case authority
cited at page 7 of the Committee's response to the General
Counsel's "probable cause" recommendation in MUR 1349,
filed today with the Commission under separate cover.
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CONCLUS ION
Under the circumstances described in this response, Mr.

Wick did not make an *advance" to the Committee and hence did not
make a contribution in violation of 2 U.S.C. S 441a (a) (1) (A) .
Based on the above factual and legal discussion, therefore, it is
respectfully requested that no further action be taken against
Mr. Wick and that the file in this matter be closed.

Sincerely,

cc: Charles N. Steele, Esq.

-7 -
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Ms. Maj orie V. Emmons
,'% Secretary to the Commission
+ Federal Election Commission

1325 K Street, N.V.
Washington, DC: 20463

Re: MUR 1349: Matter of Charles Z. Wick

Dear Ms. Emmons:
In accordance with the procedures of the Federal E 1ecion

S Commission ("Coimission') set forth at 11 C.F.R. S 111.16,-
counsel for Charles Z. Wick hereby responds to the General
Counsel's letter of December 18, 1981. That letter recommended
that the Commission find probable cause to believe that Mr. Wick
violated 2 U.S.C. S 441a{a) (1) (A) by making a contribution to the
Reagan for President Committee ("Committee') in excess of $1,000.
Based upon the folloving factual and legal discussion, and Mr.
Wick's previous response submitted to the Commission by letter
dated May 19, 1981, a probable cause finding is not warranted in
this case. Accordingly, it is respectfully requested that the
Commission take no further action against Mr. Wick and close its
file in this matter.

/ Pursuant to 11 C.F.R. S 1ii.16(c), ten copies of Mr. Wick's
response are enclosed. Three copies of this response have
also been furnished to the Office of the General Counsel.
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FACTS

As a volunteer with the Reagan For President Comzuittee, Mr.
Wick was principally responsible for organizing the New York
Announcement Dinner for Mr. Reagan's candidacy. In connection
with this responsibility, Mr. Wick incurred various campaign-
related expenses during the period September 12, 1979 through
November 15, 1979. In all, Mr. Wick incurred approximately
$18,700 on behalf of the Committee. The majority of these
expenses were charged to Mr. Wick's credit card accounts.

Upon receipt of his credit card bills, Mr. Wick carefully
reviewed all expenditures so as not to charge the Committee for
any ersonal expenses he may have incurred during the time period
at issue. Following this review, Mr. Wick notified the Comittee
by letter dated January 18, 1980 of his request for reimburse-
ment. This request, and its supporting documentation, detailed

S each expenditure made for which Mr. Wick requested reimbursement.

Upon receipt of Mr. Wick's request for reimbursement, the
• -Committee examined all charges and supporting documents as a

normal part of its reviewing procedure. Thereafter, Mr. Wick's
reimbursement request was approved and paid by Committee check
dated April 9, 1980. This reimbursement process took less than
three months to complete, a reasonable period of time considering
the primary campaign activities, changes in the Committee's
accounting staff and the amount of Mr. Wick's reimbursement
request.

GENERAL COUNSEL 'S ARGUMENT

• , The General Counsel's brief recommends that the Commission
find "probable cause to believe" that Mr. Wick violated 2 U.S.C.
S" 441a (a) (1) (A) by making contributions totalling $18,712.54 to
the Reagan for President Committee. It is the General Counsel's
position that the expenses incurred by Mr. Wick constituted an
advance to the Committee. Because Mr. Wick already contributed
$1,000 to the Committee, the General Counsel maintains that he
could not advance any additional sums to the Committee.
Accordingly, it is the General Counsel's position that there is
probable cause to believe Charles Wick violated the contribution
limitations set forth in the Federal Election Campaign Act of
1971, as amended ("the Act").
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DISCUSSION

A. The Expenses Incurred By Mr. Wick Did Not "

Constitute An Advance and Therefore Did Not
Constitute a Contribution to,,,the Commi.tte~e

Contrary to the General Counsel's allegations, Mr. Wick did
not make a contribution to the Reagan for President Committee in
violation of 2 U.S.C. S 441a(a) (l) (). Rather, in connection
with his campaign responsibilities, Mr. Wick incurred expenses
for which he received reimbursement. Under such circumstances,
no contribution ever arose.

It is the General Counsel's view that the alleged
"advances" at issue constitute a contribution to the Committee as
long as they remain unreimbursed; i.e.,' advances resemble a loan

S transaction subject to the Act's contribution limitations.
However, unreimbursed expenses are not at issue in the instant

S matter. Mr. Wick has been reimbursed for those expenses he
incurred on behalf of the Committee.

~The Federal Election Campaign Act and its implementing
regulations are silent as to whether expenses incurred by an
employee, agent, or volunteer of a political committee constitute
a contribution when they are reimbursed by the committee in the
ordinary course of business. The Act and the regulations only

o address the issue of whether unreimbursed expenses incurred for
travel or subsistence constitute contributions. See 2 U.S.C.

' S 431(8) (3) (iv) and 11 C.F.R. S lOO.7(b) (8). This-silence as to
the issue of reimbursed expenditures lends strong support to
respondent's position that Mr. Wick's expenses did not constitute
contributions to the Committee.

Accounting and cost control considerations support this
result. During a campaign, the most appropriate method for
controlling reimbursable expenditures is to require the individual
incurring expenses to make payment from his own funds, pending
reimbursement upon submission of appropriate supporting
documentation. Indeed, this procedure is followed by many con-
cerns with employees or agents who incur job-related expenses.
The General Counsel's brief, however, fails to recognize this
generally accepted principle. With respect to Mr. Wick's trans-
actions, the General Counsel states that the eCommittee should
have either paid for the various expenses directly by Committee
check or advanced funds to Mr. Wick to enable him to incur the
expenses." Such a position is neither prudent nor realistic.
If followed, it would be extremely difficult for a committee to
exert proper control over the type of expenses a campaign worker
could incur on its behalf.

The General Counsel's brief also fails to acknowledge the
adverse impact its position would have on the operations of
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political committees, particularly those involved in presidential
elections. The activities of a presidential campaign committee
are varied and widespread. Bundreds of employees, volunteers and
agents represent the committee on a nationwide basis. To require
each individual to incur expenses only upon obtaining prior
approval by means of advanced Committee funds or by Committee
check would unduly hamper and interfere with campaign activities.

It is respondent's position that an individual may incur
expenses on behalf of a political committee and receive subse-
quent reimbursement without that amount being deemed an advance
or contribution subject to the Act's limitation. There is no
provision in either the Act or its implementing regulations which
contradicts this result. In fact, the statutory and regulatory
provisions cited above support this position by specifically
providing that only unreimbursed expenses in excess of $1,000

. should be treated as contributions. In the instant case, only
reimbursed costs are at issue. Because Mr. Wick has received

" reimbursement from the Committee for the expenses he incurred on
its behalf, no contribution is at issue.

_ It is interesting to note that the General Counsel's first
brief in this matter applied a meaning to the term "advance"

c which corresponds with the respondent's interpretation. In the
General Counsel's Factual and Legal Analysis accompanying the

" Commission's "reason to believe" notice dated April 29, 1981, it
is stated that:

i. While past Commission pronouncements have
indicated that individuals may incur

c" expenses on behalf of political committees
and receive subsequent reimbursement, the

~Commission has never indicated that the
advances made by such individuals are not

~contributions subject to the Act's limita-
tions if the advances are not reimbursed
within a reasonable time. This is no less
so if the individual is expressly designated
as an agent of the candidate or committee.
(Emphasis added; footnote omitted.]

According to this excerpt, advances are deemed to be
contributions subject to the Act's limitations only if they are
not reimbursed within a reasonable time. Applying this standard
to determine whether an advance constitutes a contribution, it is
clear from the circumstances associated with Mr. Wick's trans-
actions that no contribution ever arose as the Committee
reimbursed him for his campaign-related expenses in a timely
fashion. Under the General Counsel's original reasoning,
therefore, the so-called "advances" made by Mr. Wick do not
constitute contributions subject to the Act's limitation.
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The General Counsel's subsequent recommendation to the
Commission, however, unexplainedly deviates from its original
position. In its brief dated December 18, 1981 recommending a
"probable cause" finding, the statement quoted above is repeated
verbatim except for one significant change -- the language
referring to the reimbursement of advances has been deleted.
This omission is noteworthy. Although the General Counsel's
original brief recognized the difference between reimbursed and
unreimbursed expenses in determining whether a contribution is at
issue, its most recent submission to the Commission conveniently
sidesteps this important distinction.

At this stage in the proceedings, it is manifestly unjust
for the Office of the General Counsel to abruptly apply a
different meaning to the term "advance" than that originally
proffered. Such a deviation is particularly disturbing in light
of the fact that the Commission has failed to respond to the

: Committee's requests for clarification of a number of issues
.- which are significant to the resolution of Mr. Wick's case. Some

of these requests, (which, for example, seek the meaning of
C', "reasonable time", "advance", etc.), have been pending before the

Commission for more than six months. To date, they are
' unanswered. As a result, respondent is at a severe disadvantage
__ to contest the General Counsel's interpretation and application

of the Act which, without known standards, can be altered to fit
S any given situation. Under such arbitrary circumstances, the

General Counsel's recommendation for a finding of "probable
cause" in this case should not be endorsed by the Commission.

B. The Expenses Incurred By Mr. Wick Do Not Constitute
A Contribution Because The Advance Was Made In The

~Ordinary Course of Business

": The brief of the General Counsel states that "an individual
volunteer who is not in the business of providing services to
political committees, like Charles Wick, plainly is not within
the intended scope of the exemption for extension of credit by
vendors." The brief further explains that in those instances
where the Commission has ermitted businesses and individuals to
incur expenses in advance, the reason for doing so is that such
businesses and individuals are serving as vendors of services.
In those situations, the General Counsel maintains that credit
may be extended in the ordinary course of business for periods
not to exceed normal business or trade practice. See 11 C.F.R.
55 114.10(a); 100.7 (a) (4) . Based on its limited interpretation,
however, the General Counsel maintains that the expenses incurred
by Mr. Wick do not satisfy these requirements and hence consti-
tute an advance which, by definition, is a contribution. See
2 U.S.C. S 431(8) (A) (i). "'
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The General Counsel's analysis of the meaning of "advance"
is in conflict with the Act and its regulations. The definition
of "contribution" does include an "advance"•* 2 U•s•c.
$ 431(8)(A)(i). However, the Federal Election Commission regula-
tions implementing this provision further define the term
"advance" as "[t~he extension of credit by any person for a
length of time beyond normal business or trade practice

11i C•F.R. S lOO.7(a)(4)• The term "normal business or
trade practice" modifies the length of time for extending
credit. It does not, as the General Counsel asserts, refer to
the nature of the business activity conducted. Moreover, 11
C.F.R. S lOO.7 (a) (4) refers to the extension of credit *by any
person," which under 2 U.S.C. S 431(11), includes individuals as
well as businesses. In light of these provisions, therefore,
only the time within which reimbursement is sought is relevant in
determining whether the extension of credit constitutes an
advance and thus a contribution.

~Assuming arguendo that the expenses incurred by Mr. Wick
represent an extension of credit, he clearly did not extend

... credit to the Committee for any length of time beyond normal
business practice. As noted previously, the last expense at

S issue was incurred by Mr. Wick in mid-November of 1979. The
Committee was billed for these expenses within two months.

S Thereafter, Mr. Wick contacted the Committee on several occasions
in an effort to obtain reimbursement. Mr. Wick was paid by
Committee check dated April 9, 1980. These facts clearly

c establish that the alleged "extension of credit" was not made for
any length of time beyond normal business practice.

,._ Even if it is assumed that Mr. Wick extended credit for

longer than the normal business practice, his efforts to secure
reimbursement from the Committee bring him into compliance with
the provisions of 11 C.F.R. S 100.7 (a) (4) as a "commercially

S reasonable attempt" was made "to collect the debt" at issue.

As can be seen from the above, Mr. Wick did not extend
credit to the Committee for any length of time beyond normal
business practice and made a commercially reasonable attempt to
collect payment from the Cgi~m ittee. As a result, no "advance" or
" contribution" ever arose.-1/

/ This result is further supported by the case authority
cited at page 7 of the Committee's response to the General
Counsel' s "probable cause" recommendation in MUR 1349,
filed today with the Commission under separate cover.
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CONCLUS I ON +

Under the circumstances described in this response, Mr.
Wick did not make an "advance" to the Committee and hence did not
make a contribution in violation of 2 U.S.C. S 441a (a) (1) (A).
Based on the above factual and legal discussion, therefore, it is !

respectfully requested that no further action be taken against
Mr. Wick and that the tile in this matter be closed.

Sincerely,

[. Wideeld

cc: Charles N. Steele, Esq.
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( \ FEDERAL ELECTION COMMISSION
S WASHINGTON,. OC 20463

January 6, 1982

Edward L. Weidenfeld
McKenna, Conner, and Cunso
1575 Eye Street, N.W.
Washington, D.C. 20005

Re: MUR 1349

Dear Mr. Weidenfeld:
I,.!

. This is in response to your letter dated January 4,
1982, in which you request on behalf of your clients,

~Charles Wick and the Reagan for President Committee, a
15 day extension of time in which to respond to the briefs

0D of the General Counsel.

~I have reviewed your request and agree to a 15
day extension of time. The responses of your clients are
due, therefore, on January 22, 1982. If you have any

0D questions please contact Maura White at 202-523-4057.

General Counsel
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January 4, 19 82

Ms. Maura White
Federal Election Commission
1325 K Street, N.W.
Washington, D. C.

*0e

Re: MUR 1349

Dear Maura:

This is to confirm the December 23, 1981 telephoneconversation you had with Maureen Duignan concerning the
time within which to respond to the General Counsel's
"probable cause" recommendations in connection with the
above-referenced MUR. Pursuant to that conversation and
the assurances you gave us, we hereby request an extension
of time to and including January 22, 1982 within which
to file our responses to the General Counsel's briefs.

Sincerely,

ELWI/prp

cc: Charles N. Steele, Esq.
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January 4, 1982

Ms. Maura WhiteFederal Election Commission
1325 K Street, N.W.
Washington, D. C.

Re: M[JR 1349

Dear Maura:

This is to confirm the December 23, 1981 telephone
conversation you had with Maureen Duignan concerning the
time within which to respond to the General Counsel's
"probable cause" recommendations in connection with the
above-referenced MUR. Pursuant to that conversation and
the assurances you gave us, we hereby request an extension
of time to and including January 22, 1982 within which
to file our responses to the General Counsel's briefs.

Sincerely,

ELW/ prp

cc: Charles N. Steele, Esq.
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December 18, 1981

MEMORANDUM TO: Marjorie Wf. Emmons

FROM? Phyllis A. Kayson

SUBJECT: MUR 1349

P lease have the attached Memo and Briefs distributed to

the Conumission on an informational basis. Thank you.

Attachment

cc : White
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C 20463 8~ *DL' P~: 52

December 18, 1981

MEMORANDUM TO:

FROM:

SUBJECT:

The Commission

Charles N. Steel ,/,
General Counsel

MUR 1349

Attached for the Commission's review are two briefs
which state the position of the General Counsel on the
legal and factual issues of the above-captioned matter.
A copy of each brief and a letter notifying the respon-
dents' counsel of the General Counsel's intent to
recommend to the Commission a finding of probable cause
to believe in regard to Charles Wick and the Reagan for
President Committee, were mailed on December 18, 1981.
Following receipt of the respondents' replies to these
notices, this Office will make a further report to the
Commission.

Attachments:

Briefs (2)
Letter (1)

O
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~FEDERAL ELECTION COMMISSION

December 18, 1981

Edward Weidenfeld
McKenna, Conner, & Cuneo
1575 Eye Street, N.W.
Washington, D.C. 20005

Re: MUR 1349

Dear Mr. Weidenfeld:

¢ Based on information ascertained in the normal course
of carrying out its supervisory responsibilities, the

~Federal Election Commission, on April 7, 1981, found reason
to believe that your client Charles Wick violated 2 U.S.C.

e S 441a(a)(1)(A), and the Reagan for President Committee
~violated 2 U.S.C. SS 441a(f), 432(c), 433(c), 434(b), and

434(b)(5)(A), and instituted an investigation in this matter.
(,9 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 Charles Wick and the Reagan for President Committee
violated the Federal Election Campaign Act of 1971, as

= amended ("the Act").

c Submitted for your review are two briefs 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 as to whether there is probable cause to believe
your clients violated the Act. The Commission may or may
not approve the General Counsel's recommendations.
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Edward Weidenfeld
Page Two

If you are unable to file a responsive brief within 15 i
days, you may submit a written request to the Commission *
for an extension of time in which to file a brief. TDhe
Commission will not grant any extensions beyond 20 days.
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 Maura
White at (202)523-4057.

. 3 Charles N. Steele
~General Counsel

.. Enclosure
Briefs (2)



BEFORE THE FEDERAL ELECTION COMMISSION

November 24, 1981

In the Matter of )
) MUR 1349

Charles Wick )

GENERAL COUNSEL'S BRIEF

I. Statement of the Case

This matter was referred to the Office of General

Counsel by the Audit Division based upon information

--- obtained during the post-primary audit of the Reagan

' for President Committee ("Committee"). On April 7, 1981,

the Commission determined that there is reason to believe

Charles Wick violated 2 U.S.C. S 441a(a)(l)(A). Notification

. of the Commission's finding was mailed to Mr. Wick on

o April 29, 1981. Counsel for Mr. Wick filed a response on

" May 19, 1981.

C5 This matter involves an advance to the Committee from

Charles Wick; the amount of the advance is S18,712.54 plus

the monetary difference between coach and first class airfare

for four campaign-related airplane flights taken by Mary Jane

Wick. Mr. Wick incurred the expenses on the Committee's behalf

during the period of September 12, 1979, through November 15, 1979,

and sought reimbursement from the Committee on January 18, 1980.

Mr. Wick was reimbursed by the Committee on April 9, 1980, in

the amount of S18,712.54 (plus S766.05 for limousine services

paid for by Mary Jane Wick).
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The response of Charles Wick argues that he did not

make an excessive contribution to the Committee, and that

he acted "reasonably in light of the circumstances then

prevailing in [his] dealings with the Committee." The

only relevant time period insofar as the Wicks are

concerned, the response maintains, is the period from

September 12, 1979, the date the expenses began to be

incurred, through January 18, 1980, the date that the Wicks

submitted an invoice to the Committee. The response states

~that many of the charges involved were billed to Mr. Wick's

American Express account and that the "billing cycle and

procedures account for a substantial time interval."

It is further argued that Mr. Wick experienced a three week

- illness during this period, both Mr. and Mrs. Wick were

0' "committed to extremely demanding schedules" during this

period, and that their "request for reimbursement was timely

C filed once all the data was available and the Wicks had an

opportunity to prepare a reimbursement request." The response

concludes that "[o]nice the request for reimbursement was filed

with the Committee, the Wicks had no power to force the

Committee, short of litigation into payment" and "[elven had

the Wicks chosen to litigate, given the procedural requirements

and court delays, payment would not have been made prior to

the date when the Wicks were reimbursed."

II. Legal Analysis

(a) The law applicable

Section 441a(a)(1)(A) of Title 2, United States Code,



states that no person shall make contributions to any

candidate and his authorized political committees with

respect to any election to federal office which in the

aggregate exceed $1,000. The term "contribution" is

defined at 2 U.S.c. s 431(8)(A) (former 2 U.S.C. S 431(e))

to include any gift, subscription, loan, advance, or

deposit of money or anything of value made by any person

for the purpose of influencing any election for federal

office (emphasis added).

~Pursuant to 2 U.S.C. S 431(8)(B)(iv) and section

l00.7(b)(8) of Commission Regulations, the term "contri-

bution" does not include any unreimbursed payment for

09 travel expenses made by any individual on behalf of any

- candidate to the extent that the cumulative value of such

(7) activity by such individual does not exceed Sl,000 with

respect to a single election. Prior to January 8, 1980,

the effective date of the 1979 Amendments, this exemption

was only S500. See former 2 U.s.c. S 431(e)(5)(D) and

former 11 C.F.R. S lO0.7(b)(6).

(b) Application of the law to the facts

The Act plainly contemplates that an "advance ... of

money or anything of value m is a contribution. 2 U.S.C.

S 431(8)(A)(i); former 2 U.S.C. S 431(e)(1). While past

Commission pronouncements have indicated that individuals

may incur expenses on behalf of political committees and

receive subsequent reimbursement, the Commission has never
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indicated that the advances made by such individuals are

not contributions subject to the Act's limitations.I/

This is no less so if the individual is expressly designated

as an agent of the candidate or committee. The candidate or

committee plainly enjoys .the benefit of the goods or services

from the moment they are purchased by the individual. In the

General Counsel's view, the transaction constitutes a contri-

bution as long as the advance is unreimbursed and, in that

sense, it resembles a loan transaction, which is also subject

to the contribution limitations.2/

1/ In the Financial Control and Compliance Manual for Presidential
O Candidates ft& i& 1U@' in6 Iac1ngl'rIrary l 61& UIt &tI93
so Th1j"1979, at pp. 13e:13 &i65 & ViU; Is sa%t' t i 11tical

committee should report the overall reimbursement to an individual
~for expenditures on Schedule B, with memo entries detailing the

ultimate recipients and particulars of each expenditure above $100.
0 This implicitly approves of the concept of individuals advancing

funds to a political committee and receiving reimbursement
,-T thereafter. However, in no way does the manual suggest that the

expenses being reimbursed are not advances by the persons who
made them and hence subject to the Act's contribution limitations.

2/ It is true that the Commission has allowed businesses and paid
e5 individual fundraisers to make advance payments to vendors in

carrying out services on behalf of political committees without
such advance payments being subject to the contribution limitations.
See Advisory Opinions 1979-36 (direct mail firm hired by committee
ihaj incur costs and later bill committee if normal industry
practice and done in ordinary course of business) and 1980-17
(individual paid, under contract with committee, to raise funds
avoids contribution if all receipt-verified expenses incurred are
reimbursed on a timely basis). The rationale for treating these
situations differently is that such businesses and individuals
are serving as vendors of services, and, as such, they may extend
credit in the ordinary course of business for periods not to
exceed normal business or trade practice. See 11 C.F.R. SS 114.10
(a); l00.7(a)(4). An individual volunteer Wfi6 is not in the
business of providing services to political committees, like
Charles Wick, plainly is not within the intended scope of the
exemption for extension of credit by vendors.



In the General Counsel's view, a contribution from an individual

to a political committee arises at the time the individual makes

payment for the goods or services, i.e., at the time cash, a check,

or a credit card is tendered. At that point the vendor receives

either money, a negotiable instrument, or a firm contractual right

to payment, and the candidate or committee receives goods or

services through the efforts of the individual. At that point,

also, there will be a written receipt or other documentation

available to evidence the date, amount, purpose, and payee of the

transaction. See 2 U.S.C. $ 432(c)(5).

" In the instant matter, it is the view of the Genieral Counsel

0! that because Charles Wick had already contributed $1,000 to the

C9 Committee, he could not advance any additional sums to the

Committee.3/ The Committee should have either paid for the

various expenses directly by committee check or advanced funds

. to Mr. Wick to enable him to incur the expenses.4/ It, therefore,

3/ Charles Wick contributed $1,00O to the Committee on March 26,
S 1979. Mr. Wick also incurred expenses on the Committee's behalf
S using his own cash, checks, and credit cards throughout the period

of September 12, 1979, through November 15, 1979. Mr. Wick's
expenses totalled $18,7l2.54 plus the monetary difference between
coach and first class airfare for four airplane flights taken
by Mary Jane Wick.

4/ The law permits a sufficient amount of flexibility for individuals
wishing to perform volunteer activities on behalf of a committee. In
the General Counsel's view, it would not be impermissible for in-
dividuals who had not reached their contribution limit to advance
funds to a candidate or committee as long as the aovance did not
cause an excessive contribution. Thus, for example, individuals
authorized by a candidate's committee to carry out coLmittee activities
will ordinarily be able to make expenditures from their personal funds
for items which are needed on short notice. Such expenditures, how-
ever, will not be able to exceed $1,000 when aggregated with any
other outstanding contributions by the individual. Additionally,
Commission Regulations at 11 C.F.R. S l00.7(b)(8) permit an individual
to make unreimbursed payments of up to $1,000 for transportation
expenses incurred on behalf of a federal candidate with respect to asingle election, and permit an individual to make unreimbursed payment
from his or her personal funds for usual and normal subsistence
expenses incidental to volunteer activity.
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continues to be the position of the General Counsel that

Charles Wick made an excessive contribution to the Committee

from the moment he tendered payment for the services. This

matter is aggravated by the fact that the amount of the ex-

cessive contribution involved is S18,712.54 (plus certain

airfare charges), by the fact that five to seven months elapsed

before Mr. Wick was reimbursed, and by the fact that Mr. Wick

has not yet been reimbursed for the difference between the cost

of coach and first class airfare on four campaign-related

airplane flights. Hence, it is the view of the General

Counsel that there is probable cause to believe Charles

Wick violated 2 U.S.C. S 441a(a)(1)(A).

III. General Counsel's Recommendations

1. Find probable cause to believe Charles Wick violated

2 U.S.C. S 441a(a)(1)(A).

General Counsel

I



BEFORE THE FEDERAL ELECTION COMMISSION

November 24, 1981

In the Matter of )
) MUR 1349

Reagan for President )
Committee )

GENERAL COUNSEL'S BRIEF

I. Statement of the Case

This matter was referred to the Office of General Counsel

by the Audit Division based upon information obtained during

S the post-primary audit of the Reagan for President Committee

("Committee"). On April 7, 1981, the Commission determined

that there is reason to believe the Committee violated 2 U.S.C.

SS 441a(f), 434(b)(5)(A), 434(b), 432(c), and 433(c).

S Notification of the Commission's findings was mailed to the

Committee on April 29, 1981. The Committee's preliminary

S response was received by the Office of General Counsel on

June 10, 1981; an additional response was submitted on

July 14, 1981.

This matter involves the Committee's receipt of an

excessive contribution of at least S18,712.54 from Charles

Wick and an excessive contribution of S766.05 from Mary

Jane Wick; the Wicks' contributions result from advances

made by them to the Committee. Also involved in this matter

is the Committee's failure to report the ultimate recipient

of certain expenditures made by the Wicks, and in regard to

an Oregon fundraising event, failure to amend its statement

i - - . ........ ....... i !v ?! ; ! Y ;' -" ' . ! ;" !': * .' -- - l
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of organization within ten days, failure to report $5,233.90
in receipts and expenditures, and failure to maintain

records relating to expenditures totalling $5,233.90.

In regard to the Committee's receipt of excessive

contributions from Charles and Mary Jane Wick, the

Committee's response states that "it did not accept any

contributions from the Wicks in violation of 2 U.S.C.

S 441a(f)." The response argues that because the Committee

reimbursed the Wicks less than three months after the

J Wicks submitted their invoice to the Committee, the Committee

"paid the Wicks' expense report within a reasonable time

following their request for reimbursement." 1/ Counsel supports

__ this argument by stating that every detail of the invoice submitted

S by the Wicks had to be verified by the Committee, that a large

o number of reimbursement reports were being processed, and that

" there was a major staff turnover during this period.

Concerning the reporting of the ultimate recipient of

the expenditures incurred by Charles and Mary Jane Wick, the

Committee's response states that it is "unfair" for the

Commission to assert that the Committee's "failure to itemize

its expenditures in excess of $200 is a knowing violation

when such information has been freely made available to the

1/ The Wicks submitted their invoice or "expense report" to
the Committee on January 18, 1980. The Committee reimbursed
the Wicks on April 9, 1980.
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Commission staff." 2/ The basis for the Committee's

argument appears to be the fact that a request for

additional information (RFAI) was not sent to the Committee

prior to the Commission's determination. Counsel concludes

its argument by asserting that because the expenditure

information has been made available to the Commission's staff,

the Commission's finding is not only "unnecessary and serious"

but "unwarranted.'

With respect to the Commission's findings that the

Committee failed to amend its statement of organization within

! ten days to include an Oregon depository 3/, the response of

~the Committee contends that its statement of organization was

~amended within a "timely fashion." Counsel argues that

although it took "some time to track down the people involved"
C)

in the Oregon fundraising event, the Committee 'reported all

the information it had available to the FEC as promptly as

?O possible." Furthermore, it is the position of the Committee

¢c that "the time within which it took ... to obtain the necessary

2/ Based upon documentation obtained by the Audit Division,
it appears that the Committee should have reported as a memo
entry a S14,926.61 expenditure to the Mayfair Regent, a S299.35
expenditure to National Car Rental, the names of the various
airlines and costs of airplane tickets for flights taken by
Mary Jane Wick, and a $766.05 expenditure to Madden's Limousine
Service.

3/ While the Committee received a check in the amount of
l0,000 dated May 19, 1980, drawn on an account in Citizens

Valley Bank located in Albany, Oregon, it did not amend its
statement of organization to include the depository until
June 25, 1980 (received by the Commission on June 30, 1980).
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information and file its amended statement was reasonable
under the circumstances," and that *the Committee used

its best efforts to obtain the necessary information to

be reported to the Commission."

The supplemental response of the Committee contends

that it did not fail to keep an account of all disbursements

l or fail to report certain contributions and expenditures

in connection with the Oregon fundraiser as it *used its

best efforts to obtain information" and "reported all the

information it received to the Commission." The Committee's

reply explains that although the Committee received a

$10,000 check from the Committee to Elect Reagan with no

~accompanying contributor data, the Committee did subsequently

receive, in response to a Committee inquiry, "a set

o of contributor cards which reflected a total of S14,417 in

contributions." The Committee's response contends that

while it made repeated attempts to contact the Oregon staff

to determine how the remaining $4,417 should be accounted

for, the "Committee was unable to obtain the information it

sought." 4/ The response further states that upon the

Committee's receipt of the reason to believe notification,

the Committee made "another concerted effort," which was

successful, to obtain the financial information associated

4/ The response also asserts that statements made by an FEC
auditor left Scott MacKenzie, presently the Committee's
treasurer, "with the impression that the Commission was satisfied
that sufficient steps had been taken by the Committee to obtain
the information."



with the fundraiser. The Committee's reply notes that

its review of the records it obtained recently has revealed

that approximately $15,200, rather than S14,417 was raised at

the event; it is the view of the Committee that the expenditures

related to the fundraising event totalled approximately $5,200.

In conclusion, the response argues that it is "clearly

erroneous" to cite the Committee for violating the Act since

"only recently has it been possible to determine how to

properly account" for the expenditures involved. 5/

II. Legal Analysis

(a) The law applicable

The term "contribution" is defined at 2 U.S.C. S 431(8)(A)

to include any gift, subscription, loan, advance, or deposit

~of money, or anything of value made by any person for the purpose

~of influencing any election for federal office (emphasis added).

" Section 441a(a)(1)(A) of Title 2, United States Code,

states that no person shall make contributions to any

candidate and his authorized political committees with

respect to any election to federal office which in the

aggregate exceed $1,000. Section 441a(f) further prohibits

any political committee from knowingly accepting any contri-

bution in violation of the contribution limitations.

5/ The Committee's reply states that a "more detailed account"
of the receipts and expenditures involved in this matter will
be included on its July 15, 1981, quarterly report. The
Committee's July 15, 1981, quarterly filing reports receipts
of S5,233.90 and expenditures of S5,233.90 which were apparently
incurred during the period of April 8, 1980, through August 18,
1980, in connection with the Oregon fundraiser.
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Pursuant to 2 U.S.C. S 431(8)(B)(iv) and section 100.7

(b)(8) of Commission Regulations, the term "contribution"

does not include any unreimbursed payment for travel expenses

made by any individual on behalf of any candidate to the extent

that the cumulative value of such activity by such individual

does not exceed Sl,000 with respect to a single election. Prior

to January 8, 1980, the effective date of the 1979 Amendments,

this exemption was only S500. See former 2 U.S.C. S 431(e)(5)(D)

and former 11 C.F.R. S l00.7(b)(6). Additionally, any unreimbursed

payment from a volunteer's personal funds for usual and normal

subsistence expenses incidental to volunteer activity is not a

contribution. 11 C.F.R. S l00.7(b)(8).

Pursuant to 2 U.S.C. S 434(b)(5)(A) a political committee

• is required to report the name and address of each person

C9 to whom an expenditure in an aggregate amount or value in

excess of S200 within the calendar year is made to meet a

candidate or committee operating expense, together with the

date, amount, and purpose of such operating expenditure.

The Commission has required a committee to report the ultimate

recipient of an expenditure unless the expenditure was incurred

in connection with the travel and subsistence costs of a

committee agent to whom an advance or reimbursement was made.

Financial Control and Compliance Manual for Presidential

Candidates Receiving Public Financing (Primary Election

Financing), July 1979, at pp. 129-130, 138-139.

Section 433(b)(6) of Title 2, United States Code, requires

a political committee to include on its statement of organization
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a listing of all banks or other depositories used by the committee.

A political committee is further required by 2 U.S.C. S 433(c)

to report any change in information previously submitted in a

statement of organization no later than ten days after the date

of the change. Pursuant to 2 U.S.C. S 432(c), the treasurer of

a political committee is required to keep an account of all

contributions received and all disbursements made by the

committee. Section 434(b) of Title 2, United States Code,

requires a political committee to report all contributions

. received and all expenditures made by the committee.

' ! Pursuant to 2 U.S.C. S 432(i) and 11 C.F.R. S !04.7(a),

when the treasurer of a political committee shows that best

efforts have been used to obtain, maintain, and submit the

information required by the Federal Election Campaign Act
C,

of 1971, as amended ("the Act") for the political committee,

any report or any records of such committee shall be considered

" in compliance with the Act. Pursuant to 11 C.F.R. S 102.9(d),

" in performing recordkeeping duties, the treasurer or his or her

authorized agent shall use his or her best efforts to obtain,

maintain, and submit the required information and shall keep

a complete record of such efforts. If there is a showing

that best efforts have been made, any records of a committee

shall be deemed in compliance with the Act. With regard to

requirements concerning receipts, invoices, and cancelled

checks, the treasurer shall not be deemed to have exercised

best efforts to obtain, maintain, and submit the records



unless he or she has made one written effort per transaction

to obtain a duplicate copy of the invoice, receipt or

cancelled check.

(b) Application of the law to the facts

1. Receipt of excessive contributions from Charles

Wick and Mary Jane Wick

The Act plainly contemplates that an *advance .. of money

or anything of value" is a contribution. While past Commission

pronouncements have indicated that individuals may incur

expenses on behalf of political committees and receive subsequent

reimbursement, the Commission has never indicated that the
'N

advances made by such individuals are not contributions

CO subject to the Act's limitations. 6/ This is no less so if the

... individual is expressly designated as an agent of the candidate

09 or committee. The candidate or committee plainly enjoys the

benefit of the goods or services from the moment they are

purchased by the individual. In the General Counsel's view,

the transaction constitutes a contribution as long as the advance

6/ In the Financial Control and Compliance Manual for Presidential

political committee should report the overall reimbursement to an
individual for expenditures on Schedule B, with memo entries
detailing the ultimate recipients and particulars of each
expenditure above SlOO. This implicitly approves of the concept
of individuals advancing funds to a political committee and
receiving reimbursement thereafter. However, in no way does the
manual suggest that the expenses being reimbursed are not
advances by the persons who made them and hence subject to the
Act's contribution limitations.



is unreimbursed and, in that sense, it resembles a loan transaction,

which is also subject to the contribution limitations.7/

In the General Counsel's view, a contribution from an individual

to a political committee arises at the time the individual makes

payment for the goods or services, i.e., at the time cash, a

check, or a credit card is tendered. At that point the vendor

receives either money, a negotiable instrument, or a firm

contractual right to payment, and the candidate or committee

receives goods or services through the efforts of the

individual. At that point also, there will be a written

receipt or other documentation available to evidence the

date, amount, purpose, and payee of the transaction. See

2 U.S.C. S 432(c)(5)

In the instant matter, it is the view of the General Counsel

that because both Mr. and Mrs. Wick had already contributed $1,000

7/ It is true that the Commission has allowed businesses and paid
individual fundraisers to make advance payments to vendors in
carrying out services on behalf of political committees without
such advance payments being subject to the contribution limitations.
See Advisory Opinions 1979-36 (direct mail firm hired by committee
i ~j incur costs and later bill committee if normal industry
practice and done in ordinary course of business) and 1980-17
(individual paid, under contract with committee, to raise funds
avoids contribution if all receipt-verified expenses incurred are
reimbursed on a timely basis). The rationale for treating these
situations differently is that such businesses and individuals
are serving as vendors of services, and, as such, they may extend
credit in the ordinary course of business for periods not to
exceed normal business or trade practice. See 11 C.F.R. SS 114.10
(a); lOO.7(a)(4). An individual volunteer who is not in the
business of providing services to political committees, like
Charles Wick, plainly is not within the intended scope of the
exemption for extension of credit by vendors.
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to the Committee, they could not advance any additional sums

to the Committee.8/ The Committee should have either paid for

the various expenses directly by committee check or advanced

funds to the Wicks to enable them to incur the expenses.9/

While counsel for the Committee argues that because the

Committee reimbursed the Wicks within three months of its

receipt of their invoice no excessive contributions resulted,

it continues to be the view of the General Counsel that the

Committee accepted excessive contributions from Charles

S Wick and Mary Jane Wick from the moment the Wicks tendered payment

8/ Charles Wick and Mary Jane Wick each contributed $1,000
C to the Committee on March 26, 1979. Additionally,

Charles Wick incurred expenses on the Committee's behalf
using his own cash, checks, and credit cards throughout the
period of September 12, 1979, through November 15, 1979.
Mr. Wick's expenses totalled S18,712.54 plus the monetary

C) difference between coach and first class airfare for four
airplane flights taken by Mary Jane Wick. Mary Jane Wick

~incurred an expense of $766.05 on December 31, 1979, when
C she paid for limousine services by personal check.

>? 9/ The law permits a sufficient amount of flexibility for in-
aividuals wishing to perform volunteer services on behalf of a

¢ committee. In the General Counsel's view, it would not be
impermissible for individuals who had not reached their contri-
bution limit to advance funds to a candidate or committee as
long as the advance did not cause an excessive contribution.
Thus, for example, individuals authorized by a candidate's
committee to carry out committee activities will ordinarily be
able to make expenditures from their personal funds for items
which are needed on short notice. Such expenditures, however,
will not be able to exceed $1,000 when aggregated with any other
outstanding contributions by that individual. Additionally,
Commission Regulations at 11 C.F.R. S lO0.7(b)(8) permit an
individual to make unreimbursed payments of up to $1,000 for
transportation expenses incurred on behalf of a federal candidate
with respect to a single election, and permit an individual to
make unreimbursed payment from his or her personal funds for
usual and normal subsistence expenses incidental to volunteer
activity.
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for the services. This matter is aggravated by the fact that

the amounts of the excessive contributions involved are

$18,712.54 (plus certain air fare charges) and $766.05, by

the fact that Charles Wick and Mary Jane Wick were not reimbursed

for periods ranging from three to seven months after they incur-

red expenses, and by the fact that Charles Wick has not yet

been reimbursed for the difference between the cost of coach and

first-class airfare on four campaign-related airplane flights.

Therefore, it is the view of the General Counsel that there is

, probable cause to believe the Committee violated 2 U.S.C.

S 441a(f) by accepting excessive contributions from Charles Wick

and Mary Jane Wick.

D (2) Failure to report the ultimate recipient of. expenditures

Co Respondent's argument that it is "unfair" to allege a violation

of 2 U.S.C. S 434(b)(5)(A) because a RFAI was not sent to the
C,

Committee and because the information is available to the

, Commission, does not alter the fact, in the General Counsel's

: view, that the Committee violated the Act. Neither the Act nor

~Commission regulations require the mailing of a RFAI prior to

a Commission determination of reason to believe that a violation

has occurred, and the mailing of such a letter is sent on an

informational basis only. Thus, it continues to be the view of

the General Counsel that there is probable cause to believe

the Committee violated 2 U.S.C. S 434(b)(5)(A).
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(3) Oregon Fundraising
The argument put forth by the respondent that it did

not violate 2 U.S.C. S 433(c) as it amended its statement

of organization within a "timely fashion," does not vitiate

the violation in the view of the General Counsel. The Act

specifically requires that statements of organization be

amended within ten days of any change in information. The

evidence available in this matter indicates that the Committee

deposited funds into the Oregon depository prior to May 19, 1980,

. yet did not amend its statement of organization until June 25, 1980

. ! (received by the Commission on June 30, 1980), more than 37 days

after it deposited funds into the bank. In consideration of

the foregoing, and in view of the fact that the Committee has

- not demonstrated that its best efforts were used to report the

information in a timely manner, it is the position of the

General Counsel that the Committee failed to amend its statement

. of organization within ten days and that there is probable

S cause to believe the Committee violated 2 U.S.C. S 433(c).

While the Committee argues that it did not violate

2 U.S.C. SS 432(c) and 434(b) because it used its "best efforts"

to obtain the financial information which is required to

be maintained and reported, the Committee has not provided

any documentation in support of its contention that "best

efforts" were in fact used; the Committee has not submitted

evidence of any written efforts to obtain information from

either the Oregon bank or vendors, nor evidence of any other
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efforts to obtain the information required to be reported.

It is, therefore, the view of the General Counsel that

there is probable cause to believe the Committee violated i

2 U.S.C. S 432(c) by failing to keep an account of certain

expenditures associated with the Oregon fundraising event,

and violated 2 U.S.C. S 434(b) by failing to report certain

contributions received and expenditures made in connection

with the event. i

; III. General Counsel's Recommendations

1 . Find probable cause to believe the Reagan for President

Committee, violated 2 U.S.C. SS 441a(f), 434(b)(5) (A), !

433(c), 432(c), and 434(b).

4 Date "  tBt.....
~General Counsel



i FEDERAL ELECTION COMMISSION
• WASHINGTON, DC. 20463

July 29, 1981

Edward We idenfeld
McKenna, Conner, and Cuneo
1575 Eye Street, N.W.
Washington, D.C. 20005

Re: MUR 1349

Dear Mr. Weidenfeld:

On April 7, 1981, the Commission found reason to
. believe that your client, Mercury Exploration Company,

violated 2 U.S.C. S 441b(a) in connection with the
P use of its facilities by Reagan for President Committee

, volunteers. The Commission also found reason to believe
S that your client, the Reagan for President Committee,

. violated 2 U.S.C. S 441b(a) in connection with its use
of the facilities of Warren Properties Realtors and Mercury

c2 Exploration Company to conduct volunteer activities, and
,- 2 U.S.C. S 434(b) in connection with its apparent failure

to report the receipt of an in-kind contribution from
S Chapman and Company. The responses you filed on behalf of

the Mercury Exploration Company and the Reagan for President
r Committee were received by the Commission on June 8, 1981, and

June 10, 1981, respectively.

After considering the circumstances of this matter,
; the Commission has determined to take no further action

. against the Mercury Exploration Coi1pany and the Reagan for
President Committee in connection with the Committee's use of
these business and corporate facilities to conduct volunteer
activities. The Commission reminds you, however, that it is
nevertheless a violation of 2 U.S.C. S 441b(a) if a political
committee makes use of corporate facilities and does not
reimburse the corporation in an amount equal to the normal
and usual charge prevailing in the commercial market for the
use of the corporate facilities. Furthermore, it is a



to: Edward W~enfeld

violation of 2 U.S.C. S 434(b) to fail to report thereceipt of in-kind contributions. If you wish to submit

any materials to appear on the public record, please

do so within ten days.

If you have any questions please contact Maura White

at 202-523-4057.

Sincerely,

Charles N. Steele

C,



( jr FEDERAL ELECTION COMMISSION
. . WASHINGTON. D.C. 20463

Edward Weidenfeld
McKenna, Conner, and Cuneo
1575 Eye Street, N.W.
Washington, D.C. 20005

Re : MUR 1349

Dear Mr. Weidenfeld :

On April 7, 1981, the Commission found reason to" believe that your client, Mercury Exploration Company,
violated 2 U.S.C. S 441b(a) in connection with the

N use of its facilities by Reagan for President Committee
S volunteers. The Commission also found reason to believe

that your client, the Reagan for President Committee,
violated 2 U.S C. S 441b(a) in connection with its use
of the facilities of Warren Properties Realtors and Mercury
Exploration Company to conduct volunteer activities, and

. 2 U.S.C. S 434(b) in connection with its apparent failure
to report the receipt of an in-kind contribution from
Chapman and Company. The responses you filed on behalf of
the Mercury Exploration Company and the Reagan for President
Committee were received by the Commission on June 8, 1981, and
June 10, 1981, respectively.

After considering the circumstances of this matter,
the Commission has determined to take no further action.: against the Mercury Exploration Company and the Reagan for
President Committee in connection with the Committee's use of
these business and corporate facilities to conduct volunteer
activities. The Commission reminds you, however, that it is
nevertheless a violation of 2 U.S.C. S 441b(a) if a political
committee makes use of corporate facilities and does not
reimburse the corporation in an amount equal to the normal
and usual charge prevailing in the commercial market for the
use of the corporate facilities. Furthermore, it is a



Letter to: Edward WgIenfeld
Page 2

violation of 2 U.S.C. S 434(b) to fail to report the
receipt of in-kind contributions. If you wish to submit
any materials to appear on the public record, please
do so within ten days.

If you have any questions please contact Maura White

at 202-523-4057.

Sincerely,

Charles N. Steele
General Counsel ( (J _/7

By: Kenneth A. Gross
Associate General Counsel



~FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

July 29, 1981

Bill D. Warren
Warren Properties Realtors
5511 Parkcrest
Suite 1U7
Austin, Texas 78731

Re: MUR 1349

Dear Mr. Warren:

J On April 7, 1981, the Commission found reason to
believe that Warren Properties Realtors violated

" 2 U.S.C. S 441b(a) in connection with the use of its
facilities by Reagan for President Committee volunteers.
The response you filed on behalf of Warren Properties

C) Realtors was received by the Commission on May 18, 1981.

o After considering the circumstances of this matter
the Commission has determined to take no further action
against Warren Properties Realtors. The Commission

O reminds you, however, that it is nevertheless a violation of
SU.S.C. 441b(a) if a corporation permits its facilities
to bE used by a candidate's agents in connection with
federal election activities and is not reimbursed for such

C use in an amount equal to the normal and usual charge
prevailing in the commercial market for the use of the

" corjporate tacilities. If you wish to submit any materials
, - .to appear on the public record, please do so within ten

days.•

It you have any questions please contact Maura White,
the statf zaeziter assigned to this matter, at 202-523-4175.

Sincerely,

Charles N. Steele

General Counsel

by: Kenneth A. Gros
Associate General Counsel
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BEFORE THIE FEDEAL EICN cCt1MISSIc14

In the Matter of )) MJR 1349
Reagan for President Ocxmmittee, et al.)

CM~ED IFICATICN~

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

Election Ccirmission' s E oecutive Session on July 21, 1981, do

hereby certify that the Ccuunission decided by a vote of 5-0 to

reject the reccurndations contained in the General Counsel' s

N July 13, 1981 report and to take no furhter action with respect

to Warren Properties Realtors, Marcury Exploration Cczrpany, and
0

the Reagan for President Ocmiittee in connection with Fhcre bank

, operations.

OD Commuissioners Aikens, Harris, McGarry, Reiche, and Thxmiscn

~voted affirmatively for the decision; Ccmrnissioner Tiernan was

not present at the time of the vote.

Attest:

Date roiW.Eml
Secretary of the Oczuission
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BEFORE THE FEEA ELCTG C fIC

In the Matter of )
) MUR 1349

Reagan for President Commrittee, et al. )

CRTIFICATICI4

I, Marjorie W. Ekmons, I cording Secretary f or the Federal

Election Ocuission 's Executive Session on July 21, 1981, cbheeb

i "certify that the Commiission decided by a vote of 5-0 to reject the

reccuermdations contained in the General Counsel's July 13, 1981

report and to take ro further action with respect to MJR 1349.

COCummissioners Aikens, Harris, MkGarry, Ieiche, and TIhcamso

- voted affirmatively for the decision; Ocruisioner Tiernan was not

O present at the timue of the vote.

" Attest:

C

Date Mroi .Emn
Secretary of the Ocuwission



FEDERAL ELECTION COMMISSION
WASHINGTON. DC. 20463

MEMORANDUM TO :

FROM:

DATE:

SUBJECT:

CHARLES STEELE
MARJORIE W. EMMONS/JODY CUSTE k -

OFFICE OF THE SECRETARY TO THE COMMISSION

JULY 15, 1981

ADDITIONAL OBJECTION - MUR 1349 Memorandumto the Commission dated July 13 , 1981

You were notified previously of an objection by

Commissioner Reiche.

Commissioner Aikens submitted an objection at 1:47,

July 15, 1981.

This matter will be discussed in executive session

on Tuesday, July 21, 1981.



FEDERAL ELECTION COMMISSION

WASHINGTON, D.C. 20463

OFFICE OF THE SECRETARY TO THE' COMMThISSIO4

DATE: JULY 15, 1981

SUBJECT: ADDITIONAL OBJECTION - MUR 1349 Memorandum to
- the Commission dated 7-13-81

You were notified previously of an objection by

Commissioners Reiche and Aikens.

~Coimmissioner Thomson submitted an additional objection

r) at 2:31, July 15, 1981.

' This matter will be discussed in executive session

on Tuesday, July 21, 1981.



FEDERAL ELECTION COMMISSION
WASHINGTON. D.C 20463

MEMORANDUM TO : CHARLES STEELE

'U
MARJ7ORIE W. EVMONS/JODY CUSTEy'-

JULY 15, 1981

SUBJECT: OBJECTION - MUR 1349 Memorandum to the Commission
dated July 13, 1981

The above-niamed document was circulated on a 48

hour vote basis at 4:00, July 13, 1981.

Co!Tnissioner Reiche submitted an objection at 10:06,

July 15, 1981.

This matter will be placed on the Executive Session

Agenda for Tuesday, July 21, 1981.

DATE:



JTuly 13, 1981

NEMC)ANUM TO: Marjorie W. Euons

FROM: Elissa T. Garr

&UDJC: MUR 1349

Please have thesattahed omon distributed to the

e Comssion on a 48 hour tally basis. Thank you.
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+,'+ ,FEDERAL-ELECTION COMMISSION+

I"S: WASHINGTON, DC 20463.July 13,-1981

SUBJECT:LE MU O 1349 SIO

MOnApril 7,: 18,The Commission fon raont
believ ththare rpres Reators and the Mercur

ExporaionCopan viled 2ouseCl S44b ),an ta

"-- *the Reagan for President Committee ("committee") violated
2 U.S.C. SS 441b(a) and 434(b), in connection with the

~committee's use of business and corporate telephones and
• office facilities. Questions were subsequently issued to

the committee wherein the committee was asked to provide
C) the fair market value of each of the corporate (Warren

Properties Realtors and Mercury Exploration Company) and
~business (Chapman and Company) facilities used by oomttee
_ x volunteers. 1_/ The committee' s response, however, which

was received on June 10, 1981, does not provide the
-? information requested by the Commission. Instead, the

response states that because the facilities were used for
no more than a few days duration and after normal business
hours, "[ti here does not appear to be any commercial market
for such usage."

As it is necessary to determine the amount of apparent
corporate and unreported contributions received by the
@oxnmittee, the General Counsel recommends that the Commission
approve the attached orders to answer questions concerning
the fair market value of the corporate and business facilities.
As specific information is requested in regard to the operation
of the two corporations and one business, it appears that these
entities, rather than the committee, will best be able to respond.

1/ While Warren Properties Realtors was incorporated in April,
1980, at the time the facilities were used, it is not now in-
corporated.



Memo to Commission
Page 2

Recommendation

1. Approve the attached letters and orders to the Mercury
Exploration Company, Chapman and Company, and Warren Properties
Realtors.

Attachments:
Letters(3).
Orders(3) and cuestions •



,' F EDERAL ELECTION COMMISIONNIPS,. WASHINGTON, D.C. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Edward L. Weidenfeld
McKenna, Conner, and Cuneo
1575 Eye Street, N.W.
Washington, D.C.

Re: MUR 1349

Dear Mr. Weidenfeld:

On April 29, 1981, your client, Mercury Exploration
Company, was mailed notification that the Commission had
found reason to believe that it had violated 2 U.S.C.

' S 441b(a), a provision of the Federal Election Campaign
¢3 Act of 1971, as amended. While we acknowledge your letter

dated June 5, 1981, the Commission has determined that
~additional information is necessary in this matter.

~Consequently, the Federal Election Commission has
issued the attached order which requires you to provide
information which will assist it in carrying out its

t statutory duty of supervising compliance with the Federal
Election Campaign Act of 1971, as amended. j esponses to
the enclosed questions must be submitted under oath and
within 15 days of your receipt of this order.

If you have any questions please direct them to Maura
White, the staff member handling this matter, at 202-523-4060.

Sincerely,

Charles N. Steele
General Counsel

By:____________
Kenneth A. Gross
Associate General Counsel

Enclosures
Order
Questions

m
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
)

Mercury Exploration ) MUR 1349
Company )

ORDER TO SUBMIT WRITTEN ANSWERS

To: Frank Darden
Mercury Exploration Company
Suite 1212 Ridglea Bank Building
Fort Worth, Texas 76116

Pursuant to 2 U.S.C. S 437d(a) (1), and in furtherance

of its investigation in the above-styled matter, the

Federal Election Commission hereby orders you to submit

i." written answers to the questions attached to this Order.

~Such answers must be submitted under oath and must be

~forwarded to the Commission within 15 days of your receipt

of this Order.

WHEREFORE, the Chairman of the Federal Election Commission

has hereunto set his hand in Washington, D.C. on this day

? of , 1981.

John Warren McGarry
Chairman

ATTEST:

Marjorie W. Emmons
Secretary to the Commission

Attachment
Questions (2 pages)



la. Please state the amount of the monthly rent, if any,

paid by the Mercury Exploration Company for office space in

both April 1980 and May 1980.

b. Please state the amount of office space used by Reagan

for President Committee volunteers to conduct telephoning,

and the percentage that this space is to the total amount

of office space rented or owned by the Mercury Exploration

Company.

c. Please state whether or not the monthly rent paid by the

Mercury Exploration Company includes the cost of utilities.

If the answer is no, or if the Mercury Exploration Company does

not rent office space, please state the fair market value of

the utilities used by Reagan for President Committee volunteers.

2. If the Mercury Exploration Company owns its office space,

rather than rents or leases such space, please state the

Cfair market value in the commerical market in Fort Worth, Texas,

" of such space for the time such space was used by Reagan for

~President Committee volunteers.

3. Please state the monthly telephone service charge of the

Mercury Exploration Company, the number of telephones on the

corporation's premises, and whether there were any additional

phone charges to the corporation for the cost of the phone

calls made by Reagan for President Committee volunteers.

4a. Please list all office furniture (e.g. desks, chairs)

and machines, if any, used by Reagan for President Committee

volunteers.



QuestionsPage 2

b. Please state the fair market value in the conmmercial

market in Fort Worth, Texas, of the furniture and machines

for the time such furniture and machines were used by

Reagan for President Coxmmxttee volunteers.

I I I IU T I Ill ) I ii I I I Il ili " ' .. . ...
I
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FEDERAL ELECTION COMMISSION
1IW'7~U) WASHINGTON, D.C. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

BillD. Warren- ...... .
Warren Properties Realtors
5511 Parkcrest
Suite 107
Austin, Texas 78731

Re: MUR 1349

. Dear Mr. Warren:

~On April 29, 1981, you were mailed notification that
! the Commission had found reason to believe that Warren

Properties Realtors had violated 2 U.S.C. S 441b(a),
~a provision of the Federal Election Campaign Act of 1971,

as amended. While we acknowledge your letter dated May 11,
cO 1981, the Commission has determined that additional information

is necessary in this matter.

cD Consequently, the Federal Election Commission has issued
the attached order which requires Warren Properties Realtors

~to provide information which will assist it in carrying
out its statutory duty of supervising compliance with the

~Federal Election Campaign Act of 1971, as amended.

You may consult with an attorney and have an attorney
c assist you in the preparation of your responses to this

order. However, it is required that you submit the information
under oath and that you do so within fifteen days of your
receipt of this order.

If you have any questions please direct them to Maura
White, the staff member handling this matter, at 202-523-4060.

Sincerely,

Charles N. Steele

General Counsel

By:_____________
Kenneth A. Gross
Associate General Counsel

Enclosures
Order
Questions
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter )
)

Warren Properties ) MUR 1349
Realtors )

ORDER TO SUBMIT WRITTEN ANSWERS

To: Bill D. Warren
....warren-Properties Realtors
5511 Parkcrest, Suite 107
Austin, Texas 78731

Pursuant to 2 U.S.C. S 437d(a) (1), and in furtherance

of its investigation in the above-styled matter, the

Federal Election Commission hereby orders you to submit

written answers to the questions attached to this Order.

~Such answers must be submitted under oath and must

c be forwarded to the Commission within 15 days of your

~receipt of this Order.

~WHEREFORE, the Chairman of the Federal Election

Commission has hereunto set his hand in Washington, D.C.

on this day of , 1981.'

John Warren McGarry
Chairman

ATTEST:

Marjorie W. Emmons
Secretary to the Commission

Attachment
Questions (2 pages)



la. Please state the amount of the monthly rent, if any,

paid by Warren Properties Realtors, Inc. for office space in April 1980

b. Please state the amount of office space used by Reagan

for President Conmmittee volunteers to conduct telephoning, and

the percentage that this space is to the total amount of office

space rented or owned by Warren Properties Realtors, Inc.

c. Please state whether or not the monthly rent paid by

Warren Properties Realtors, Inc. includes the cost of utilities.

If the answer is no, or if Warren Properties does not rent office

space, please state the fair market value of the utilities used

by Reagan for President Committee volunteers.

2. If Warren Properties Realtors, Inc. owns its office space,

O rather than rents or leases such space, please state the fair

~market value in the commercial market in Austin, Texas, of

~such space for the time such space was used by Reagan for President

C Committee volunteers.

3. Please state the monthly telephone service charge of

Warren Properties Realtors, Inc., the numnbe of telephones on

the corporation's premises, and whether there were any additional

phone charges to Warren Properties Realtors, Inc. for the cost

of the phone calls made by Reagan for President Committee

volunteers.

4a. Please list all office furniture (e.g. desks, chairs) and

machines, if any, used by Reagan for President Committee volun-

teers.
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Questions
Page 2

b. Please state the fair market value in the commercial

market in Austin, Tea,o the furniture and machines,

for the time such furniture and machines were used by Reagan

for President Committee volunteers.

(3

co

'2



) FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Chapman and Company
3212 - 34th Street
Lubbock, Texas 79410

Re: MUR 1349

Dear Sir or Madam:

The Federal Election Commission, established in
~April, 1975, has the statutory duty of enforcing the

Federal Election Campaign Act of 1971, as amended.
! It is the understanding of the Commission that during

several days in May and/or June 1980 Chapman and Company
~permitted volunteers for the Reagan for President Committee
~to use approximately 24 of the company's telephones located

on its premises. The enclosed order, which requires you
: to provide certain information, has been issued to you in

connection with the Commission's investigation into the
use of business telephones by the Reagan for President
Committee.

~The Commission does not consider you a respondent in
this matter, but rather as a witness only. Since this
information is being sought as part of an investigation being
conducted by the Commission, the confidentiality provisions
of 2 U.S.C. S 437g (a) (12) (A) will apply. This section of
the Act prohibits the making public of any investigation
conducted by the Commission without the express written consent
of the person with respect to whom the investigation is made.

You may consult with an attorney and have an attorney
assist you in the preparation of your responses to this order.
However, it is required that you submit the information under
oath and that you do so within 15 days of your receipt of
this order.



Letter to: Chapman and CompanyPage 2

If you have any questions please direct them to
Maura White, the staff member handling this matter, at
202-523-4060.

Sincerely,

- Charles N. Steele
General Counsel

By:____________
Kenneth A. Gross
Associate General Counsel

~Enclosures
Order

c Questions

0

cT



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of ))
Reagan for President ) MUR 1349
Committee, et al.)

ORDER TO SUBMIT WRITTEN ANSWERS

To: Chapman- and Company
3212 - 34th Street
Lubbock, Texas 79410

Pursuant to 2 U.S.C. S 437d(a) (1), and in furtherance

of its investigation in the above-styled matter, the Federal

SElection Commission hereby orders you to submit written answers

to the questions attached to this Order.

Such answers must be submitted under oath and must be

forwarded to the Commission within 15 days of your receipt of

this Order.

0D WHEREFORE, the Chairman of the Federal Election Commission

- has hereunto set his hand in Washington, D.C. on this day
0D

of , 1981.

John Warren McGarry
Chairman

ATTEST :

Marjorie W. Errmons
Secretary to the Commission

Attachment
Questions (2 pages)



1. Please state the dates that Reagan for President

Committee volunteers used the telephones and facilities of

Chapman and Company, the hours per day the facilities and

telephones were used, and the number of volunteers who used

the facilities and telephones each day.

2a. Please state the amount of the monthly rent, if any,

paid by Chapman and Compaiy for office space in each month

that the business' facilities or telephones were used by

Reagan for President Committee volunteers.

b. Please state the amount of office space used by Reagan

for President Committee volunteers to conduct telephoning,

~and the percentage that this space is to the total amount

of office space rented or owned by Chapman and Company.

c. Please state whether or not the monthly rent paid by

Chapman and Company includes the cost of utilities. If

O the answer is no, or if Chapman and Company does not rent

T office space, please state the fair market value of the

Cutilities used by Reagan for President Committee volunteers.

2. If Chapman and Company owns its office space, rather

than rents or leases such space, please state the fair market

value in the commercial market in Lubbock, Texas, of such

space for the time such space was used by Reagan for President

Committee volunteers.

3. Please state the monthly telephone service charge of

Chapman and Company, the number of telephones on the business'

premises, and whether there were any additional phone charges



Questions
Page 2

to Chapman and Company for the cost of the phone calls

made by Reagan for President Committee volunteers.

4a. Please list all office furniture (e.g. desks,

chairs) and machines, if any, used by Reagan for President

committee voluntee rs.

b. Please state the fair market value in the commercial

market in Lubbock, Texas, of the furniture and machines

for the time such furniture and machines were used by

Reagan for President Committee volunteers.

4%

0!

; r 4
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FEDERAL ELECTION COMMISSION
WASHINGT~ON. 0DC 20463

c€..
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C,' ;

MEMORANDUM TO:

FROM:

DATE:

SUBJECT:

CHARLES STEELE

MARJORIE W. EMMONS/JODY CUSTEPr9C..

JULY 14, 1981

.REFERRAL OF LETTER REGARDING MUR 1349

The attached letter regarding MUR 1349

was received in Chairman McGarry's office and then

forwarded to the Secretary of the Commission. It is

provided for your action.

Attachment :
Letter dated July 10, 1981

.-" 6

C--



M;KENNAW CONNIERS UE "i!i

Lo...:.-M ...,u N•:,,.. , " ,y..... o=
LOIANT GEIiHHLOO55RY WASNTN , .. O I FY10 NCISC~ OWI

T48WNTI HI LORWSHING TOONVA D.C.2 305010 IL S OWER

3435 WNI[L'IES UL EARO I aoi 667500a susfMN( I SO,€ATlrEE~TA

,,,,3,..3,oo.6 ..0,, 36-31C1EADES CXNONW44C IIL P I : 5 1 14151 33064
TELEX ITWKI ?IO-SUI-014S

TELEICOPIEI OR {10 S71-7114 WRITE[R'S IRE[CT DIAL. NUMBSER

EDWARD L. WCDCNFELD c ,e.O.'7640

July 10, 1981

HAND DELIVERED

Chairman John W. McGarry
Federal Election Commission
1325 K Street, N.W.
Washington, D. C. 20463

_ Re: MUR 1349

~Dear Chairman McGarry:

4 With respect to the above-referenced MUR, the Federal
Election Commission ("Commission") notified the Reagan for

'- President Committee ("Committee") by letter dated April 29, 1981
¢ # that there was reason to believe the Committee violated certain

provisions of the Federal Election Campaign Act of 1971. In a
:,. response dated June 8, 1981, the Committee notified the FEC that

due to insufficient information it was unable to respond fully to
~the violations alleged in Section "C" of the General Counsel's

Factual and Legal Analysis concerning a fund raising event in
r Oregon. Since that initial response, the Committee has been able
. to obtain additional data relevant to that fund raiser. The facts

surrounding the receipts and expenditures associated with the
'-, event are described below.

~In May 1980, the Committee received a check for $10,000
from the Committee to Elect Reagan. This money was raised at
a fund raising event in Linn County, Oregon. No contributor
data accompanied the check. In response to a request for more
complete information, the Committee received a set of contributor
cards which reflected a total of $14,417 in contributions. There-
after, the Committee contacted the Oregon staff to determine how
the $4,417 should be accounted for. Although repeated requests
for financial records were made, the Committee was unable to
obtain the information sought. Mr. Mackenzie, the present
Treasurer of the Reagan/Bush Committee, informed an FEC auditor
of the problems the Committee had encountered with respect to
this matter. Subsequent statements by the auditor left Mr.
Mackenzie with the impression that the Commission was satisfied
that sufficient steps had been taken by the Committee to obtain
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the information. Consequently, the Committee believed the
matter was resolved.

Upon receipt of MUR 1349, the Committee discovered that
contary to its earlier belief, the accounting discrepancy con-
cerning the Linn County fund raising event was still very much
at issue. Thereafter, Committee officials made another concerted
effort to obtain the financial records associated with this event.
Only recently has the Committee succeeded in obtaining this infor-
mation. Through an examination of the invoices, bank records and
check statements associated with the fund raiser, the Committee
has now determined that approximately $15,200 was raised at the
event. $10,000 of this amount was contributed to the Reagan for

President Committee. On the basis of the information just
. received, it appears that the remaining amount constituted expendi-

tures associated with the fund raising event. A more detailed
account of these receipts and expenditures will be included in
the Committee's second-quarter report which will be filed with the

O Commission on July 15, 1981.

Based on the facts outlined above, it is clear that the
~Committee has violated neither 2 U.S.C. § 432(c) by failing to

keep an account of all disbursements made nor 2 U.S.C. § 434(b)
~by failing to report certain contributions and expenditures

incurred in connection with the event. The Committee used its
best efforts to obtain information concerning the Oregon fund

~raiser and reported all the information it received to the
Commission. It is clearly erroneous to cite the Committee for

7 violating the Federal Election Campaign Act for failure to report
$4,417 as expenditures since only recently has it been possible

" to determine how to properly account for that amount. Considering
both the difficulty in obtaining the necessary financial records
and the representation of an FEC auditor that the Committee no
longer needed to pursue this matter, the allegations in Section
"C" of the General Counsel's Factual and Legal Analysis are

unwarranted and unjustified. In light of the circumstances
described above, we firmly believe that no further action should
be taken against the Committee with respect to the Oregon fund

raising event.

Sincerely,

Edward L. Wi

cc: Charles N. Steele, Esq.
Maura White, Esq.
Mr. Scott Mackenzie
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July 10, 1981

HAND DELIVERED

Chairman John W. McGarry
Federal Election Commission
1325 K Street, N.W.
Washington, D. C. 20463

Re: MuR 1349

- Dear Chairman McGarry:

~With respect to the above-referenced MUR, the Federal
,,.,) Election Commission ("Commission") notified the Reagan for
" President Committee ("Committee") by letter dated April 29, 1981
O that there was reason to believe the Committee violated certain

provisions of the Federal Election Campaign Act of 1971. In a
co response dated June 8, 1981, the Committee notified the FEC that
~due to insufficient information it was unable to respond fully to

S the violations alleged in Section "C" of the General Counsel's
0 Factual and Legal Analysis concerning a fund raising event in

Oregon. Since that initial response, the Committee has been able
" to obtain additional data relevant to that fund raiser. The facts

surrounding the receipts and expenditures associated with the
~event are described below.

I ' In May 1980, the Committee received a check for $10,000
~from the Committee to Elect Reagan. This money was raised at

a fund raising event in Linn County, Oregon. No contributor
data accompanied the check. In response to a request for more
complete information, the Committee received a set of contributor
cards which reflected a total of $14,417 in contributions. There-
after, the Committee contacted the Oregon staff to determine how
the $4,417 should be accounted for. Although repeated requests
for financial records were made, the Committee was unable to
obtain the information sought. Mr. Mackenzie, the present
Treasurer of the Reagan/Bush Committee, informed an FEC auditor
of the problems the Committee had encountered with respect to
this matter. Subsequent statements by the auditor left Mr.
Mackenzie with the impression that the Commission was satisfied
that sufficient steps had been taken by the Committee to obtain
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the information. Consequently, the Committee believed the
matter was resolved.

Upon receipt of MUR 1349, the Committee discovered that
contary to its earlier belief, the accounting discrepancy con-
cerning the Linn County fund raising event was still very much
at issue. Thereafter, Committee officials made another concerted
effort to obtain the financial records associated with this event.
Only recently has the Committee succeeded in obtaining this infor-
mation. Through an examination of the invoices, bank records and
check statements associated with the fund raiser, the Committee
has now determined that approximately $15,200 was raised at the
event. $10,000 of this amount was contributed to the Reagan for

S President Committee. On the basis of the information just
, received, it appears that the remaining amount constituted expendi-

tures associated with the fund raising event. A more detailed
account of these receipts and expenditures will be included in
the Committee's second-quarter report which will be filed with the
Commission on July 15, 1981.

Based on the facts outlined above, it is clear that the
- Committee has violated neither 2 U.S.C. § 432(c) by failing to

keep an account of all disbursements made nor 2 U.S.C. § 434(b)
by failing to report certain contributions and expenditures
incurred in connection with the event. The Committee used its
best efforts to obtain information concerning the Oregon fund

S raiser and reported all the information it received to the
Commission. It is clearly erroneous to cite the Committee for

: violating the Federal Election Campaign Act for failure to report
$4,417 as expenditures since only recently has it been possible

S to determine how to properly account for that amount. Considering
both the difficulty in obtaining the necessary financial records
and the representation of an FEC auditor that the Committee no
longer needed to pursue this matter, the allegations in Section
"C" of the General Counsel's Factual and Legal Analysis are
unwarranted and unjustified. In light of the circumstances
described above, we firmly believe that no further action should
be taken against the Committee with respect to the Oregon fund

raising event.

Sincerely,

Edward L. Weid

cc: Charles N. Steele, Esq.
Maura White, Esq.
Mr. Scott Mackenzie
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July 10, 1981

HAND DELIVERED

Chairman John W. McGarry
Federal Election Commission
1325 K Street, N.W.
Washington, D. C. 20463

" Re: MUR 1349

Dear Chairman McGarry:

:' With respect to the above-referenced MUR, the Federal
~Election Commission ("Commission") notified the Reagan for

President Committee ("Committee") by letter dated April 29, 1981
' that there was reason to believe the Committee violated certain

. ., provisions of the Federal Election Campaign Act of 1971. In a
" response dated June 8, 1981, the Committee notified the FEC that

~due to insufficient information it was unable to respond fully to
the violations alleged in Section "C" of the General Counsel's

~Factual and Legal Analysis concerning a fund raising event in
Oregon. Since that initial response, the Committee has been able

~to obtain additional data relevant to that fund raiser. The facts
.., surrounding the receipts and expenditures associated with the
' event are described below.

In May 1980, the Committee received a check for $10,000
from the Committee to Elect Reagan. This money was raised at
a fund raising event in Linn County, Oregon. No contributor
data accompanied the check. In response to a request for more
complete information, the Committee received a set of contributor
cards which reflected a total of $14,417 in contributions. There-
after, the Committee contacted the Oregon staff to determine how
the $4,417 should be accounted for. Although repeated requests
for financial records were made, the Committee was unable to
obtain the information sought. Mr. Mackenzie, the present
Treasurer of the Reagan/Bush Committee, informed an FEC auditor
of the problems the Committee had encountered with respect to
this matter. Subsequent statements by the auditor left Mr.
Mackenzie with the impression that the Commission was satisfied
that sufficient steps had been taken by the Committee to obtain
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the information. Consequently, the Committee believed the

matter was resolved.

Upon receipt of MUR 1349, the Committee discovered that

contary to its earlier belief, the accounting discrepancy con-

cerning the Linn County fund raising event was still very much

at issue. Thereafter, Committee officials made another concerted

effort to obtain the financial records associated with this event.

Only recently has the Committee succeeded in obtaining this infor-

mation. Through an examination of the invoices, bank records and

check statements associated with the fund raiser, the Committee
has now determined that approximately $15,200 was raised at the

event. $10,000 of this amount was contributed to the Reagan for

' President Committee. On the basis of the information just
, received, it appears that the remaining amount constituted expendi-

"- tures associated with the fund raising event. A more detailed

79 account of these receipts and expenditures will be included in

the Committee' s second-quarter report which will be filed with the

..'DCommission on July 15, 1981.

€ . Based on the facts outlined above, it is clear that the

~Committee has violated neither 2 U.S.C. § 432(c) by failing to

keep an account of all disbursements made nor 2 U.S.C. § 434(b)
~by failing to report certain contributions and expenditures

incurred in connection with the event. The Committee used its

'--" best efforts to obtain information concerning the Oregon fund

~raiser and reported all the information it received to the

Commission. It is clearly erroneous to cite the Committee for

...... violating the Federal Election Campaign Act for failure to report

$4,417 as expenditures since only recently has it been possible

' to determine how to properly account for that amount. Considering

both the difficulty in obtaining the necessary financial records

and the representation of an FEC auditor that the Committee no

longer needed to pursue this matter, the allegations in Section

"C" of the General Counsel's Factual and Legal Analysis are

unwarranted and unjustified. In light of the circumstances
described above, we firmly believe that no further action should

be taken against the Committee with respect to the Oregon fund

raising event.

Sincerely,

Edward L. Wid

cc: Charles N. Steele, Esq.
Maura White, Esq.
Mr. Scott Mackenzie
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I FEDERAL ELECTION COMMISSION
" " WASHINGTON.D.C. 20463

July 7, 1981

CERTIFIED 4AIL
RETURN RECEIPT REQUESTED

Edward L. Weidenfeld
McKenna, Conner, and Cuneo
1575 Eye Street, N.W.
Washington, D.C. 20005

Re: MUR 1349

i Dear Mr. Weidenfeld:

~This is in reference to your letter dated June 24, 1981,
in which you request an additional 15 day extension of time
to respond to the Commission's findings concerning an Oregon
fundraising event.

The Commission has considered your request and has agreed
to grant an additional 15 day extension. The response of the
Reagan for President Committee is due, therefore, on July 10,

, 1981. Please be advised, however, that in view of the
Commission's responsibilities to act expeditiously in the

... conduct of investigations, this is the final extension that
will be granted in this matter.

If you have any questions please contact Maura White,
the staff member assigned to this matter, at 202-523-4060.!~ :*

i1



~FEDERAL ELECTION COMMISSION
"WASHINGTON.D.C. 20463

,4v~sm

CERTIFIED MIAIL
RETURN RECEIPT REQUESTED

Edward L. Weidenfeld
McKenna, Conner, and Cuneo
1575 Eye Street, N.W.
Washington, D.C. 20005

Re: MUR 1349

Dear Mr. Weidenfeld:

This is in reference to your letter dated June 24, 1981,
"t in which you request an additional 15 day extension of time
c to respond to the Commission's findings concerning an Oregon

fundraising event.

The Commission has considered your request and has agreed
to grant an additional 15 day extension. The response of the

- Reagan for President Committee is due, therefore, on July 10,
1981. Please be advised, however, that in view of the

S Commission's responsibilities to act expeditiously in the
conduct of investigations, this is the final extension that

0D will be granted in this matter.

If you have any questions please "contact Maura White,
the staff memiber assigned to this matter, at 202-523-4060.

Sincerely, f / J

Charles N. Steele
General Counsel



BEFORE THE FEDERAL ELECTION COMMISSSION

In the Matter of

Reagan for President Committee MUR 1349

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal

Election Commission, do hereby certify that on July 2, 1981,

the Commission decided by a vote of 6-0 to take the

following actions regarding MUR 1349:

1. Grant an additional 15 day extension
of time to respond.

2. Approve the letter as submitted with
the General Counsel's June 30, 1981
memorandum.

Commissioners Aikens, Harris, McGarry, Reiche,

Thomson, and Tiernan voted affirmatively.

Attest:

Secre ery of tEhencommi s sion

Received in Office of the Commission Secretary: 6-30-81, 5:31Circulated on 48 hour vote basis: 7- 1-81, 11:00

0

0)

0r

Date



Tune 30. 19t81

M4EMNDUM TO: MrJorie V. Emona
flO~M: Phyllis A. Kayson

SUBJECT: 1'UR 1349

Pleaee have the attached Heso to the Commiss ion

em~aDdistributed to the Commission on a 48 hour tally basis.

€ Thank you.

Attachment

cc: White



FEDERAL ELECTION COMMISSION
WASHINGTON.D.C. 204b3

June 30, 1981

MEMORANDUM TO: The Commission

FROM: Charles N. Steels/
General Coun selC'

SUBJECT: MUR 1349--Request for an additional
extension of time

On June 24, 1981, the Office of General Counsel received
-- a request from counsel for the Reagan for President Committee

for an additional 15 day extension of time to respond to the
S Commission's reason to believe findings concerning an Oregon

fundraising event (Attachment 1). Counsel explained in a
telephone conversation with staff of this office on June 23,
1981, that the committee treasurer is ill, but that as soon
as he recovers counsel expects to be able to respond within

;, one day.

~Two fifteen day extensions were previously granted in
this matter. As the committee has responded to all but one

t of the issues involved, it is recommended that another 15
c3, day extension be granted, and that counsel be advised: that-this is

the final extension that will be granted.

cZ Recommendations

1. Grant an additional 15 day extension of time to respond.

2. Approve the attached letter. c

Attachments: .,
1. letter from counsel
2. proposed letter
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June 24, 1981

Mr. Charles SteeleFederal Election Commission
1325 K Street, N.W.
Washington, D. C.

Re: MUR 1349

Dear Mr. Steele:

I'm writing to request an additional 15 day extensionof time to respond to that portion of the above captioned
MU{LR relating to an Oregon fund raising event. The additional
time is needed because I have been unable to locate personnel
in Oregon or obtain documentation relating to this event.

•It is my hope that the additional 15 day extension will
permit me to make adequate response.

Sincerely,

SEdward L. Weidenfel d

ELW/prp

cc: M. White,, Esq.

ESMiHO IASHE ASJErT MOS

ALVIN S. LMAUHOM JOEK. P. ISMKSS

a..

-I ,t _ I



° FEDERAL ELECTION COMMISSION
WASHINGTOND.C. 20463

CERTIFIED M1AIL
RETURN RECEIPT REQUESTED

Edward L. Weidenfeld
McKenna, Conner, and Cuneo
1575 Eye Street, N.W.
Washington, D.C. 20005

.. Re: MUR 1349

"- Dear Mr. Weidenfeld:

' This is in reference to your letter dated June 24, 1981,
rD in which you request an additional 15 day extension of time

to respond to the Commission's findings concerning an Oregon
fundraising event.

The Commission has considered your request and has agreed
to grant an additional 15 day extension. The response of the
Reagan for President Committee is due, therefore, on July 10,
1981. Please be advised, however, that in view of the
Commission's responsibilities to act expeditiously in the

C' conduct of investigations, this is the final extension that
will be granted in this matter.

3 If you have any questions please "contact ZMaura White,
the staff member assigned to this matter, at 202-523-4060.

Sincerely,

Charles N. SteeleGeneral Counsel
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Re: MUR 1349

Dear Mr. Steele:

I'm writing to request an additional 15 day extensionof time to respond to that portion of the above captioned
MUR relating to an Oregon fund raising event. The additional
time is needed because I have been unable to locate personnel
in Oregon or obtain documentation relating to this event.

It is my hope that the additional 15 day extension will
permit me to make adequate response.

Sincerely,

ELW/ prp

cc: M. White, Esq.

June 24, 1981

Mr. Charles SteeleFederal Election Commission
1325 K Street, N.W.
Washington, D. C.
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WASHINGTON, D.C. 20005

~Hr. Charles Steele
Federal Election Coimiss ion
1325 K Street, N.W.
Washington, D. C.
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~f~7j~WASHINGTON,D.C. 204b3

June 18, 1981

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Edward L. Weidenfeld
McKenna, Conner, and Cuneo
1575 Eye Street, N.W.
Washington, D.C. 20005

RE: MUR 1349

Dear Mr. Weidenfeld:

~This is in reference to your letter dated June 8, 1981,
in which you submitted a partial response of the Reagan for

• "D President Committee, and requested an additional 15 day ex-
tension of time to respond to the Commission's findings

C" concerning an Oregon fundraising event.

" Considering that you have responded to all but one of
(D the issues involved in this matter, a 15 day extension oftime is granted to respond to the remaining issue. The
~response of the Reagan for President Committee is due, therefore,

on June 23, 1981. If you have any questions please contact -
C'Maura wh ite, the staff member assigned to this matter, at

..... ,202-523-4060.
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FEDERAL ELECTION COMMISSION
~~ WASHINGTON,D.C. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Edward L. Weidenfeld
McKenna, Conner, and Cuneo
1575 Eye Street, N.W.
Washington, D.C. 20005

RE: MUR 1349

Dear Mr. Weidenfeld:

This is in reference to your letter dated June 8, 1981,
in which you submitted a partial response of the Reagan for
President Committee, and requested an additional 15 day ex-
tension of time to respond to the Commission's findings
concerning an Oregon fundraising event.

Considering that you have responded to all but one of
the issues involved in this matter, a 15 day extension of
time is granted to respond to the remaining issue. The
response of the Reagan for President Committee is due, therefore,
on June 23, 1981. If you have any questions please contact
Maura White, the staff member assigned to this matter, at
202-523-4060.

Sincerely,

Charles N. Steele
IGeneral Counsel



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of ))
Reagan for President Committee ) MUR 1349

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal

Election Commission, do hereby certify that on June 16, 1981,

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

following actions regarding MUR 1349:

1. Grant an additional 15 day extension
of time to respond.

2. Approve the letter as submitted
with the General Counsel's Memorandum
to the Commission, dated June 12, 1981,
regarding the above-named matter.

Commissioners Aikens, Harris, McGarry, Reiche and

Thomson voted affirmatively in this matter; Commissioner

Tiernan did not cast a vote.

Attest:

Date
Secretary of the Commission

Received In Office of Commission Secretary:Circulated on 48 hour vote basis: 6-12-81, 10:406-12-81, 2:00



JTune 12, 19)81

WEIOM~NDUM TO: Marjorie V. Emons

FROM:= Phyllis A. Kayson

SUBJECT: MU 1349

,:o. Please have tho attached Memo to the Coamission

-- distributed to the Commssion on a 48 hour tally basis.

Thank you.

0 cc: White



SERSITI E
FEDERAL ELECTION COMMISSION
WASHINGTON,D.C. 20463 3aJU1 AiO: 40

June 12, 1981

MEMORANDUM TO:

FROM:

SUBJECT:

The Commission
Charles N. Steel ]/] @

General Counse "6
MUR 1349---Request for an additional
extension of time

On June 10, 1981, the Office of General Counsel received
a request from counsel for the Reagan for President Committee
for an additional 15 day extension of time to respond to
the Commission's reason to believe findings in MUR 1349.
(Attachment 1). Counsel states that an extension is necessary
because the Committee is experiencing difficulties in locating
the individuals responsible for an Oregon fundraising event.
The Committee had previously requested a 30 day extension of
time and a 15 day extension was granted until June 8, 1981.
As the Committee's reply dated June 8, 1981, responded to
all but one of the issues involved in this matter, it is
recommended that the Commission grant an additional 15 day
extension to respond to the remaining issue.

Recommendations

1. Grant an additional 15 day extension of time to respond.

2. Approve the attached letter.

Attachments:
1. Letter from counsel
2. Proposed letter
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,,, Charles Nl. Steele, Esq.Federal Election Commission
1325 K Street, N.W.

_ Washington, D. C.

RE : MUJR 1349

-^ Dear Mr. Steele:

0D On behalf of our client, the Reagan for President Committee,
please find enclosed ttheir preliminary response to MUR 1349.

" We have endeavored, within the limited time available to us,
o to gather sufficient factual material to make an adequate

response to the issues raised in your correspondence. With
to the exception of the issues raised relating to the Committee

to Elect Reagan, we believe we have been successful. We have
co been unable to identify the persons responsible for the Committee

to Elect Reagan in Oregon and, therefore, request an additional
15 day extension of time to make a more detailed response on
this issue.

I look forward to talking with you or a member of your
staff about our response to MUJR 1349-.

Sincerely,

. ELW/prp_

..... " Enc . ....
ATTACHMENT 1



SFEDERAL ELECTION COMMISSION
.~~ygy.)WASHING rON,D.C. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Edward L. Weidenfeld
McKenna, Conner, and Cuneo
1575 Eye Street, N.W.
Washington, D.C. 20005

.; RE: MUR 1349

, Dear Mr. Weidenfeld:

9 This is in reference to your letter dated June 8, 1981,
CD in which you submitted a partial response of the Reagan for

President Committee, and requested an additional 15 day ex-
OD tension of time to respond to the Commission's findings

concerning an Oregon fundraisiiq event.

Considering that you have responded to all but one oftC) the issues involved in this matter, a 15 day extension of
~time is granted to respond to the remaining issue. The

response of the Reagan for President Committee is due, therefore,
( on June 23, 1981. If you have any questions please contact

Maura Wh ite, the staff member assigned to this matter, at
? 202-523-4060.

Sincerely,

- Charles N. Steele
General Counsel

ATTACHMENT 2
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Charles N. Steele, Esq.
"' Federal Election Commission
~1325 K Street, N.W.

Washington; D. C.
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RE: MUR 1349
Dear Mr. Steele:

q" On behalf of our client, the Reagan for President Committee,please find enclosed their preliminary response to .MUR 1349.
C' We have endeavored, within the limited time available to us,
..... to gather sufficient factual material to make an adequate

response to the issues raised in your correspondence. With
S the exception of the issues raised relating to the Committee

to Elect Reagan, we believe we have been successful. We have
been unable to identify the persons responsible for the Committee
to Elect Reagan in Oregon and, therefore, request an additional
15 day extension of time to make a more detailed response on
this issue.

I look forward to talking with you or a member of your
staff about our response to MUR 1349.

ELW/prpEnc.
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(2021 766- 7640

Chairman John W. McGarryFederal Election Commission
1325 K Street, N.W.
Washington, D. C. 20463

Re: MUR 1349

C-..

Co,

- Dear Mr. Chairman:
The undersigned is general counsel to the Reagan for

.. President Committee ("Committee") and we are responding on
their behalf to the above captioned MUTR.

We have reviewed your correspondence dated April 29, 1981
and conclude that the Committee has not violated the Federal
Election Campaign Act of 1971 with regard to the items
specified therein.*/ For the reasons set forth below, we
believe that no ac~ion should be taken against the Committee
and that MUR 1349 should be dismissed.

*1 Our refutations to the possible violations noted in the
General Counsel's Factual and Legal Analysis are presented
in the sane order as discussed in the FEC analysis of MUR
1349.

I-. P



LAW oPCE 0"
MqKENNA, CONNER & CUNEO

Chairman John W. McGarry
Page 2 < ;,i ,,
June 8, 1981 ' "

A. Reimbursement of Expense Reports of Charles Wick and
Mary Jane Wick ":

The Committee did not accept any contributions from the
Wicks in violation of 2 U.S.C. § 441a(f). The Wicks requested
reimbursement from the Committee by letter dated January 18,
1980. Less than three months later, by letter dated April 9,
1980, the Committee paid the expenses incurred by the Wicks.
The Committee paid the Wicks' expense report within a reasonable
time following their request for reimbursement in accordance
with the Committee's practice and the circumstances prevailing
at the time. The following factors should be noted:

-. 1. Verification: It was the practice of the Committee
to verify every individual's expense report prior to recommending

9 any action for payment. With respect to the Wicks' expense re-
port, this process was particularly detailed due to the large
dollar amounts involved. Every aspect of the Wicks' expense

¢ report had to be reviewed by the accounting staff of the
Committee, a procedure that proved time-consuming. Only when

"' the staff was satisfied that the report was in order could a
recommendation for reimbursement be made.

S2. AconigStaff: In terms of the reasonableness of
time taken to reimburse the Wicks, it is important to note the

C political events developing at the time. At the time the
Wicks' expense report was in process, the Presidential primaries

" were beginning. During this period, the number of expense
+. reports submitted to the Committee increased dramatically while

the accounting staff remained static. The sheer numbers
involved made it impossible for the staff to process a quick
turnaround on all reports. In fact, the normal lag time for
the reimbursement of expense reports was approximately 8 weeks
from the time of receipt, only 3 weeks less than the time it
took to reimburse the Wicks. Further, the amount of time taken
by the Committee to make reimbursements represents the normal
and usual practice of comparable political committees to
reimburse expense reports submitted to them.

3. Staff Turnover: Finally, it is important for the
Commission to realize that a major staff turnover in the Reagan
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for President Committee took place at the time the Wicks' expense
report was under review. This turnover required accounting
officers in the Committee to brief new staff members on re-
quired accounting procedures, a process which took them away
from their regular accounting duties. This fact added further
delay to the process of verifying expense reports and authorizing
payment.

In light of the factors discussed above, it is clear that
the Committee did not "ride" on the credit of the Wicks as
alleged in the General Counsel's Factual and Legal Analysis.
Rather, when considering the Committee's staff organization and

, the considerable efforts required to verify the Wicks' expense
reports, less than 3 months certainly is not an unreasonable

.- time in which to make reimbursement. Indeed, to have hastened
the verification process merely to guarantee a quick turnaround

C on paying expense reports would have been an imprudent and
unadvisable accounting practice.

.. B. Reporting the Expenses Incurred by Charles Wick and
Mary Jane Wick

C)
The Committee is particularly disturbed by the FEC

r allegation that it violated 2 U.S.C. § 434(b)(5)(A). It is
unfair to assert a failure to itemize its expenditures in
excess of $200 is a knowing violation when such information

'2 has been freely made available to the Commission staff.

: Furthermore, it has been the Committee's experience that
in those circumstances where the Commission seeks additional
information, a Request for Additional Information ("RFAI") is
sent to the Committee. This was not the case with the Wick
expenditure report. Instead of simply requesting the
information from the Committee, the Commission has now charged
the Committee with a probable finding of violating the Federal
Election Campaign Act, a clearly unnecessary and serious
charge. The Committee believes that the allegation in
Section B of the General Counsel's Factual and Legal Analysis
is unwarranted since the information referred to has been
made available to the staff.
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C. Committee to Elect Reagan

In Section C of the General Counsel's Factual and Legal
Analysis, it is alleged that the Committee violated 2 U.S.C.
§ 433(c) by failing to amend its Statement of Organization in
a timely manner. Furthermore, the Commission alleges that the
Committee violated 2 U.S.C. § 432(c) for failure to keep an
account of all disbursements made by the Committee and 2 U.S.c.
§ 434(b) for neglecting to report certain contributions and
expenditures incurred in connection with a fund raising event
in Linn County, Oregon.

-. The Committee takes strong objection to the first charge
that it failed to amend its Statement of Organization in a

" ) timely fashion. The Committee reported all the information it
had available to the FEC as promptly as possible. The

' circumstances involved in the contribution from the Linn
:. County Reagan for President Committee have been difficult to

ascertain, and the Committee's requests for additional
,". information have not been forthcoming. It took the Committee

quite some time to track down the people involved in this
' event in order to determine the status of the Committee. As

soon as that information was obtained, the Committee filed
f an amendment to its Statement of Organization. Certainly,

c the time within which it took the Committee to obtain the
necessary information and file its amended statement was

,"; reasonable under the circumstances. In short, the Committee
used its best efforts to obtain the necessary information
to be reported to the Commission.

As to the remaining allegations concerning the expenditures
and disbursements incurred with respect to the subject fund
raiser, the Committee has been unsuccessful up to this time to
determine what, if any, expenditures were made in connection
with the Linn County event. Due to the fact that the fund
raiser in question took place more than one year ago, it has
been difficult for the Committee to locate the personnel in
Oregon who are knowledgeable about the surrounding circumstances.
As a result, the Committee is unable at this time to prepare
a response to these allegations. However, the Committee is
still endeavoring to obtain this information and will provide
a response to the Commission as promptly as possible. Con-
sequently, the Committee requests that the Commission delay
action on the charges set forth in Section C pending the receipt
of more complete data.
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D. Corporate and Business Contributions

Contrary to the allegations contained in Section D of
the General Counsel's Factual and Legal Analysis, the Reagan
for President Committee did not receive an in-kind contri-
bution from Warren Properties Realtors, Inc., Mercury
Exploration Corporation or Chapman and Company.

Following receipt of MUJR 1349, the Committee undertook
an investigation to determine the circumstances surrounding
the use of the telephone banks of the above-identified companies.

..... Due to the fact that the phone banks were used more than one
year ago, it has not been possible to ascertain precisely

, the extent and circumstances under which they were used.
However, the Committee has been able to determine a general

~pattern of use which appears to be applicable to all three

¢ . concerns.

.... First, it appears that the phones were used for only a
short period of time by local Reagan for President Committee

~personnel. The phones were used at Warren Properties for

;r only one night and at Mercury Exploration for only three
nights. We have been unable to ascertain the time period in

~which the phones at Chapman and Company were used, but have
reason to believe it was no more than a few days.

Second, the phones were used after office hours, usually
, 3 for just a two-hour period.

Third, very few phones were used by the Committee volunteers.
Warren Properties reports that there were only three volunteers
at its offices. Mercury Exploration believes that there were
no more than four volunteers using its phones at any one time.
Finally, Chapman and Company reports that at most there were
six Committee volunteers using its phones.

Fourth, it appears that the phone banks were used for a
get-out-the-vote campaign not directed to any one particular
candidate. As you are aware, there were several elections at
stake in the Texas primary, not merely the Presidential
election. Thus, the use of the phones cannot be attributed
to any one candidate.
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Finally, through inquiries to all three companies, it
is clear that none of these concerns intended to make any
in-kind contribution to the Committee. Rather, all three
relied on the estimates provided by the local Reagan for
President Committees as to the fair market value for the use
of their respective facilities. All three companies accepted
the estimates provided by the Committee, promptly invoiced
the Committee for such amounts and thereafter received
re imbur sement.

As can be seen from the above, the Committee did not
violate 2 U.S.C. § 441(b)(A) by accepting an in-kind con-

, ,, tribution from Warren Properties Realtors, Inc. and Mercury
Exploration Corporation. Rather, these companies invoiced

"' and received payment for the use of their telephones in
accordance with their fair market value. As to Chapman
and Company, the Committee did not violate 2 U.S.C. § 434(b)

c by failing to report the receipt of an in-kind contribution
since the invoice from Chapman to the Committee represented

e the reasonable value of its phones for the time they were used.

In your letter dated April 29, 1981, you requested
~information regarding locally prevailing commercial rates for

facilities similar to those made available by Warren Properties,
" Mercury Exploration and Chapman & Company. After making in-

quiry, we have been unable to determine an appropriate
c" commercial rate for the use of such facilities. This is
-, because the facilities were used only after normal business

hours, for no more than a few days duration. There does not
appear to be any commercial market for such usage.

In any event, since the facilities were reportedly used
for a "get-out-the-vote" drive, not the promotion of a
specific candidate, the question is no longer relevant.
See 11 C.F.R. § I06.1(c)(2) and (3).

Sincerely,

ELW/prp

cc: Charles N. Steele, Esq.
Maura White, Esq.
Mr. Scott Mackenzie
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CA,

RE: MR1349
Dear Mr. Steele:

On behalf of our client, the Reagan for President Committee,please find enclosed their preliminary response to MUR 1349.
We have endeavored, within the limited time available to us,
to gather sufficient factual material to make an adequate
response to the issues raised in your correspondence. With
the exception of the issues raised relating to the Committee
to Elect Reagan, we believe we have been successful. We have
been unable to identify the persons responsible for the Committee
to Elect Reagan in Oregon and, therefore, request an additional
15 day extension of time to make a more detailed response on
this issue.

I look forward to talking with you or a member of your
staff about our response to MUR 1349.

ELW/ prpEnc.

EDWARDO LASKERS ABIERN. COLE1
ALBERNT L.REEV[S MAX GOLD[eN

AL N O. KALNJANSOMS JOE P. SIHEO



L.AW OFFICES

WIt.SIE 1. ADAMS, JR.
JE[IREriY P. ALTMAN
NROSEN? A. ANTHONY
DANIE[L N. l~UM
MICHAEL 0.SlARSx
STE[VEN L. SNtIE[RMAN
WILLIAM H. BUTTERIELD
JOHN OC ONHE[R
JOHN O. CONNERN, JR.
EDMOND N. COMMONS
SOHDAN DAMYLIW
C.IANLEY DOIS
RONALD .5. DePElLIClES

AUDRE LEINOLE[MAMe
HEI[NlT L. PElNSTER

N

IlCHARDO A. IMKe
PAUL PITTING
0. MICHAE[L irITVHUGH
RICHARD A. PLYE
TERRNY A. PrNALICH'
0. HOWDEN RASEl[Rt
JAME[S .5. GALLAGHERf
ALLEN S. GREEfN
MICHAEL N. GRSAMKAS
E[.SAMOERNSON HOE
JOE[ B. HOLLINOSWORTM
TERRY 0. KELLY

COUNSEL
EDWARD LASKERNe
ALDEN? L.REE[VES$

ALVIN 0. KAL.NANSONS

SERMHARt KOLSORS
EDOWIN N. LOWES
ROSE[NT A. NANGIRUM
E[LLEN U. MARSHAULS
MICHAEL A.M. IDRE WSS
ORVILLE S. MeCANOUS
WILLIAM P. MSKENNAk
LAME .MNVEY
CHLES~l 6. MILLERS'
CHARLES A.O*COMNOR,UM
JOHN S. PACHYIRl
THIHAS L.PATTEM
ARNM. P~EK
tRAYNOMO S. EPUSIJH0ARN
NORMAN H. RAID[E
MICHAEL ROSTERSl
MANTIM S. SCHWARTZ.
HARVEY S. SHERRER
I. SIUCE SF5l1505

JAMES RI. AL.THE[RS
E[DWARDO L.WEIDENP[LD
KEI[HETH S. WEINSTEIN
LES a5. WEINSTEIM
SU[L WHITe[
DANIE[L H. WIWCKS~
CHARLES l[.YONKEIRS

Mc.KENNA, CONNER & CUINEO
1575 EYE[ STREEI[T, N.W.

WASHINGTON, D.CG. 20005

1203) 769-7500 :

CASLE ADDRErSS MCKENCONN WASHOC

TELEX ITWXI 7IO-Stl-OI4O

TELECOPIER 13011 769-7594.

TWENTY- EIGHTH FLOOR

3435b WILSHIRE BOULEVARD

LOS ANGE[LES, CALIFORNIA 90010

12131 384-9600 •3SS-9331

1930 MILLS TOWER

230 lUSH STREET
5AN FRANCISCO, CALIFORNIA 94104

1415I~S1 3-0640

ALDENI NS. C:OLE
MAX GOlENS
JOE[L P. SHIDO

e
ASHLE[Y SELLERS1| 505.1tThl
GILDE[RT A.CUNECO IliS3" iSSl

TrIOMASJ. AAL[eN

ROSERNT. i b AL'
RAYMOND S. SIADI
JULIE POX SLACK!
JE~iFREY A. SOE[CK
DAVID S. UROWNe
VItR SNUNIS
JAN15[ A. CHE[RRY
DAVID A. CHURCHI I
SCOTT IA COOPERI
JOHN A.COURY
JOHN P. DAVISS
MANY C .DE[LAMEI[
MAUREElN OUIGNA!
LAWRE[NCE H. PANI
JOSE[PH GASISl
CURTIS A. GRAHAM
DAVID JO RAMYS
ROSENT E.GRE[GO
RONALD N. GRIFFI1
GORiGE F. HEMIN¢
ROSENT .. HORNS
THOMAS w. HUSSI
JE[SSE[ S. ISHIKAW/
MICHAE[L?1. JANIK
MICHAEL?1. KAVAN~i
STE[PHEN O. KNIGI
KE[NNE[TH E[. KOHLI
MARIN N. KNEHlSSI

MICHAE[L Y. LANSERTS4DCHmSIM NI[. LANGEMPELDSDARRYL J. ILE
r

NI JOHN P
r
.LErHR,JR.4

SHAW ADE[LE 0. LEI[TYS
C[R FREDER[IC H. LEVY

ROSENT N. UNDOQUS
JOSEPH T. LYMYA, 1114
C. STE[VEM MOMURRYS

LL, MONA 0. MILLERS)
I RIICHARIDSi. OLIVER

THOMAS C. PAPSOM
SARSAkRA A. POTASHNICKS

I DOUGLAS N. NAWUMGSS
N MITCHE[LL H. SEGAL
NE[LL ARTURO SIDAS

ARTHUR P. SILSENGL[D.O
IS SARA J. SMITHS

MARTIN E[. STEENES
JEPPrErY E[.STEINENO

TMS DE[L STILTNMER
OWAYS SONNIE A. SULLIVAN

CURTIS[ ULLAN
:Y CHRISTIAN VOLE
AS CHAtt~RE [. WASH URN.Jait

ROII[RT N. WA~e4
AUGH SASR 6. WErHErN
4? L.OUISE[ P. WISE[
INS REIEI E. OSNIDAi
[e DE.AN J5. ZIPSERS

SNOT ADMidTEDr INI D.C.

June 8, 1981
WRITER'S DIRECT DIAL NUMBErR

12021 . 40, '

Chairman John W. McGarryFederal Election Commission
1325 K Street, N4.W.
Washington, D. C. 20463

Re: MUR 1349

Dear Mr. Chairman:

C The undersigned is general counsel to the Reagan for
President Committee ("Committee") and we are responding on

: their behalf to the above captioned MUR.

We have reviewed your correspondence dated April 29, 1981
and conclude that the Committee has not violated the Federal
Election Campaign Act of 1971 with regard to the items
specified therein.*/ For the reasons set forth below, we
believe that no acEion should be taken against the Committee
and that MUR 1349 should be dismissed.

*1 Our refutations to the possible violations noted in the
- General Counsel's Factual and Legal Analysis are presented

in the same order as discussed in the FEC analysis of MUJR
1349.
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A. Reimbursement of Expense Reports of Charles Wick and
Mary Jane Wick

The Committee did not accept any contributions from the
Wicks in violation of 2 U.S.C. § 441a(f). The Wicks requested
reimbursement from the Committee by letter dated January 18,
1980. Less than three months later, by letter dated April 9,
1980, the Committee paid the expenses incurred by the Wicks.
The Committee paid the Wicks' expense report within a reasonable
time following their request for reimbursement in accordance
with the Committee's practice and the circumstances prevailing
at the time. The following factors should be noted:

1. Verification: It was the practice of the Committee
to verify every individual's expense report prior to recommending

0 any action for payment. With respect to the Wicks' expense re-
port, this process was particularly detailed due to the large

~dollar amounts involved. Every aspect of the Wicks' expense
report had to be reviewed by the accounting staff of the

~Committee, a procedure that proved time-consuming. Only when
S the staff was satisfied that the report was in order could a

recommendation for reimbursement be made.

2. AconigStaff: In terms of the reasonableness of
: time taken to reimburse the Wicks, it is important to note the

political events developing at the time. At the time the
Wicks' expense report was in process, the Presidential primaries

. were beginning. During this period, the number of expense
S reports submitted to the Committee increased dramatically while
' the accounting staff remained static. The sheer numbers

involved made it impossible for the staff to process a quick
turnaround on all reports. In fact, the normal lag time for
the reimbursement of expense reports was approximately 8 weeks
from the time of receipt, only 3 weeks less than the time it
took to reimburse the Wicks. Further, the amount of time taken
by the Committee to make reimbursements represents the normal
and usual practice of comparable political committees to
reimburse expense reports submitted to them.

3. Staff Turnover: Finally, it is important for the
Commission to realize that a major staff turnover in the Reagan
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for President Committee took place at the time the Wicks' expense
report was under review. This turnover required accounting
officers in the Committee to brief new staff members on re-
quired accounting procedures, a process which took them away
from their regular accounting duties. This fact added further
delay to the process of verifying expense reports and authorizing
payment.

In light of the factors discussed above, it is clear that
the Committee did not "ride" on the credit of the Wicks as

*, alleged in the General Counsel's Factual and Legal Analysis.
Rather, when considering the Committee's staff organization and

" the considerable efforts required to verify the Wicks' expense
reports, less than 3 months certainly is not an unreasonable

S time in which to make reimbursement. Indeed, to have hastened
~the verification process merely to guarantee a quick turnaround

on paying expense reports would have been an imprudent and
¢ unadvisable accounting practice.

B. Reporting the Expenses Incurred by Charles Wick and
~Mary Jane Wick

The Committee is particularly disturbed by the FEC
allegation that it violated 2 U.S.C. § 434(b)(5)(A). It is
unfair to assert a failure to itemize its expenditures in
excess of $200 is a knowing violation when such information

? has been freely made available to the Commission staff.

Furthermore, it has been the Committee's experience that
in those circumstances where the Commission seeks additional
information, a Request for Additional Information ("RFAl") is
sent to the Committee. This was not the case with the Wick
expenditure report. Instead of simply requesting the
information from the Committee, the Commission has now charged
the Committee with a probable finding of violating the Federal
Election Campaign Act, a clearly unnecessary and serious
charge. The Committee believes that the allegation in
Section B of the General Counsel's Factual and Legal Analysis
is unwarranted since the information referred to has been
made available to the staff.
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C. Committee to Elect Reagan

In Section C of the General Counsel's Factual and Legal
Analysis, it is alleged that the Committee violated 2 U.S.c.
§ 433(c) by failing to amend its Statement of Organization in
a timely manner. Furthermore, the Commission alleges that the
Committee violated 2 U.S.C. § 432(c) for failure to keep an
account of all disbursements made by the Committee and 2 U.S.C.
§ 434(b) for neglecting to report certain contributions and
expenditures incurred in connection with a fund raising event
in Linn County, Oregon.

The Committee takes strong objection to the first charge
,. that it failed to amend its Statement of Organization in a

timely fashion. The Committee reported all the information it
had available to the FEC as promptly as possible. The
circumstances involved in the contribution from the Linn

¢ County Reagan for President Committee have been difficult to
S ascertain, and the Committee's requests for additional

information have not been forthcoming. It took the Committee
c'; quite some time to track down the people involved in this

event in order to determine the status of the Committee. As
' " soon as that information was obtained, the Committee filed

an amendment to its Statement of Organization. Certainly,
~the time within which it took the Committee to obtain the
• o necessary information and file its amended statement was

reasonable under the circumstances. In short, the Committee
used its best efforts to obtain the necessary information
to be reported to the Commission.

As to the remaining allegations concerning the expenditures
and disbursements incurred with respect to the subject fund
raiser, the Committee has been unsuccessful up to this time to
determine what, if any, expenditures were made in connection
with the Linn County event. Due to the fact that the fund
raiser in question took place more than one year ago, it has
been difficult for the Committee to locate the personnel in
Oregon who are knowledgeable about the surrounding circumstances.
As a result, the Committee is unable at this time to prepare
a response to these allegations. However, the Committee is
still endeavoring to obtain this information and will provide
a response to the Commission as promptly as possible. Con-
sequently, the Committee requests that the Commission delay
action on the charges set forth in Section C pending the receipt
of more complete data.
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D. Corporate and Business Contributions

Contrary to the allegations contained in Section D of
the General Counsel's Factual and Legal Analysis, the Reagan
for President Committee did not receive an in-kind contri-
bution from Warren Properties Realtors, Inc., Mercury
Exploration Corporation or Chapman and Company.

Following receipt of MUR 1349, the Committee undertook
, an investigation to determine the circumstances surrounding

the use of the telephone banks of the above-identified companies.
'- Due to the fact that the phone banks were used more than one

year ago, it has not been possible to ascertain precisely
) the extent and circumstances under which they were used.

However, the Committee has been able to determine a general
pattern of use which appears to be applicable to all three

€ concerns.

- First, it appears that the phones were used for only a
short period of time by local Reagan for President Commnittee

(' personnel. The phones were used at Warren Properties for
. only one night and at Mercury Exploration for only three

nights. We have been unable to ascertain the time period in
C which the phones at Chapman and Company were used, but have

reason to believe it was no more than a few days.

. Second, the phones were used after office hours, usually
' for just a two-hour period.

Third, very few phones were used by the Committee volunteers.
Warren Properties reports that there were only three volunteers
at its offices. Mercury Exploration believes that there were
no more than four volunteers using its phones at any one time.
Finally, Chapman and Company reports that at most there were
six Committee volunteers using its phones.

Fourth, it appears that the phone banks were used for a
get-out-the-vote campaign not directed to any one particular
candidate. As you are aware, there were several elections at
stake in the Texas primary, not merely the Presidential
election. Thus, the use of the phones cannot be attributed

to any one candidate.
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Finally, through inquiries to all three companies, it
is clear that none of these concerns intended to make any
in-kind contribution to the Committee. Rather, all three
relied on the estimates provided by the local Reagan for
President Committees as to the fair market value for the use
of their respective facilities. All three companies accepted
the estimates provided by the Committee, promptly invoiced
the Committee for such amounts and thereafter received
reimbursement.

As can be seen from the above, the Committee did not
violate 2 U.S.C. § 441(b)(A) by accepting an in-kind con-
tribution from Warren Properties Realtors, Inc. and Mercury

o Exploration Corporation. Rather, these companies invoiced
and received payment for the use of their telephones in

~accordance with their fair market value. As to Chapman
and Company, the Committee did not violate 2 U.S.C. § 434(b)

~by failing to report the receipt of an in-kind contribution
¢ since the invoice from Chapman to the Committee represented

the reasonable value of its phones for the time they were used.

In your letter dated April 29, 1981, you requested
~information regarding locally prevailing commercial rates for
%. facilities similar to those made available by Warren Properties,

Mercury Exploration and Chapman & Company. After making in-
~quiry, we have been unable to determine an appropriate

commercial rate for the use of such facilities. This is
: because the facilities were used only after normal business

hours, for no more than a few days duration. There does not
appear to be any commercial market for such usage.

In any event, since the facilities were reportedly used
for a "get-out-the-vote" drive, not the promotion of a
specific candidate, the question is no longer relevant.
See 11 C.F.R. § 106.l(c)(2) and (3).

Sincerely,

ELW/ prp

cc: Charles N. Steele, Esq.
Maura White, Esq.
Mr. Scott Mackenzie



-. , c' +

'4 ":t .

/. ,B

0

0"*

IJJJ

ZI-I-

z

.0)

, ,./';:.. ,:, + !: , .'. +#+'r +,. +++

' , ' : '_'i: 
'

, .:. !i" :,.

.... ;,. '", ii i. '!-',, 'i

• .;/. !. :i , : i ii

• " : :. , / ... . <- . ,

°,



Suite 1212 Ridglea Bank Building, Fort Worth. Texas 76116 - 817/731-8606

June 5, 1981

C.-

3'

Mr. M~carry, ChairmanFederal Election Conuusslon
Washington D. C. 20463

Attention: Ms. Maura White

Re: 1N JR 1349Mercury Exploration
Company

Gentlemn:
By copy of this letter, as President of Mercury Exploration Company, I
authorize Mr. Edward L. Weldenfeld of McKenna, Conner and Cuneo,
1575 Eye Street N.W., Washington, D. C. 20005, to represent us as
counsel regarding MUR 1349. All future comnunncations and notifications
relative to MUR 1349 should be confidentially directed to Mr. Weldenfeld.

We trust that the documntation presented will satisfy this matter thru
informal conciliation and will clearly demonstrate that no further action
by the Coumission will be required.

Very truly yours,

MERCURY EXPLORATION COMPANY

FD:hc
cc: Mr. Edward L. Weidenfeld

o
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+.,,) Chairman John W. McGarryFederal Election Commission
• 1325 K Street, N.W.

Washington, D. C. 20463

Dear Mr. Chairman:

The undersigned is general counsel to the Reagan for
President Committee ("Committee"). In connection with the
representation of the Committee, I have been asked to make
this response to MUR 1349 on behalf of Mercury Exploration
Corporation ("Mercury"). The authorization to act on behalf
of Mercury has been sent under separate cover by Mr. Frank
Darden, President of the corporation.

We have reviewed your correspondence dated April 29,
1981 and conducted an inquiry into the relevant facts. It
is our conclusion that Mercury Exploration Corporation did
not make any in-kind contribution or expenditure in connection
with any election to federal office in violation of the
Federal Election Campaign Act of 1971.

To the best of his recollection, Mr. Darden believes that
personnel from the Reagan for President Committee used his
corporation's telephones for no more than three nights. These
phones were used after office hours, approximately 6:00 p.m.
to 8:00 p.m. There were no more than four people at any one
time using these phones. It appears that the purpose of the
telephone campaign was to get-out-the-vote for the upcoming
trimary. It is Mr. Darden's recollection that the volunteers

.
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were instructed not to solicit votes for any particular
candidate, but to encourage Republicans to vote in the primary.

After allowing the Committee personnel to use its
telephones, the local Reagan for President Committee advised
Mercury that it should bill them for the use of Mercury's
facilities. The Committee recommended a payment of $3.15.
Relying on their estimate, Mercury invoiced the Committee
for this amount which was promptly paid.

It should be emphasized that Mercury Exploration
Corporation never intended to make any in-kind contribution.
It merely accepted the local Reagan for President Committee's
estimate of the value of using its telephone banks. Under
these circumstances, Mercury acted reasonably in billing the
Committee for the use of its facilities and the MUR against
it should be dismissed.

If you have any further questions concerning this
matter, we will be pleased to respond.

Sincerely,

cc: Mr. Frank Darden, President
Mercury Corporation

Maura White, Esq.
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The undersigned is general counsel to the Reagan forPresident Committee ("Committee"). In connection with the
representation of the Committee, I have been asked to make
this response to MUR 1349 on behalf of Mercury Exploration
Corporation ("Mercury"). The authorization to act on behalf
of Mercury has been sent under separate cover by Mr. Frank

i Darden, President of the corporation.

We have reviewed your correspondence dated April 29,
1981 and conducted an inquiry into the relevant facts. It
is our conclusion that Mercury Exploration Corporation did
not make any in-kind contribution or expenditure in connection
with any election to federal office in violation of the
Federal Election Campaign Act of 1971.

To the best of his recollection, Mr. Darden believes that
personnel from the Reagan for President Committee used his
corporation's telephones for no more than three nights. These
phones were used after office hours, approximately 6:00 p.m.
to 8:00 p.m. There were no more than four people at any one
time using these phones. It appears that the purpose of the
telephone campaign was to get-out-the-vote for the upcoming
primary. It is Mr. Darden's recollection that the volunteers
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J.une 5, 1981

Chairman John W. McGarry' Federal Election Commission
1325 K Street, N.W.
Washington, D. C. 20463

Dear Mr. Chairman:
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were instructed not to solicit votes for any particular
candidate, but to encourage Republicans to vote in the primary.

After allowing the Committee personnel to use its
telephones, the local Reagan for President Committee advised
Mercury that it should bill them for the use of Mercury's
facilities. The Committee recommended a payment of $3.15.
Relying on their estimate, Mercury invoiced the Committee

i for this amount which was promptly paid.

It should be emphasized that Mercury Exploration
Corporation never intended to make any in-kind contribution.
It merely accepted the local Reagan for President Committee's

= estimate of the value of using its telephone banks. Under
S these circumstances, Mercury acted reasonably in billing the

Committee for the use of its facilities and the MUR against
it should be dismissed.

~If you have any further questions concerning this
., matter, we will be pleased to respond.

CSincerely,

.Edwrd L. Weidenfeld

cc: Mr. Frank Darden, President
Mercury Corporation

Maura White, Esq.
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May 22, 1981

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Edward L. Weidenfeld
McIenna, Conner and Cuneo
1575 Eye Street, N.W.
Washington, D.C. 20005

Re: MUR 1349

Dear Mr. Weidenfeld:

This is in reference to your letter dated May 20, 1981,in which you request a 30 day extension of time in which to
respond to the Commission's notice that it has reason tobelieve the Reagan for President Committee violated the Federal
Election Campaign Act of 1971, as amended ("the Act").

Considering the Commission's responsibilities to actexpeditiously in the conduct of investigations, we cannot
agree to a 30 day extension of time. A 15 day extension is,however, granted. The response of the Reagan for President
Committee is due, therefore, on June 8, 1981.

If you have any questions, please contact Maura White
at 207-523-4060.
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12021 769- 7640

Charles N. Steele, Esq.The Federal Election Commission
1325 K Street, N.W.
Washington, D. C.

Re: MLTR 1349

Dear Mr. Steele:
€=o

I am writing in response to Chairman McGarry's letter
dated April 29, 1981 with regard to the above captioned MUR.

I respectfully request an extension of 30 days to respond
to the MUR for the following reasons:

1. The correspondence apparently arrived at the office
of the Reagan for President Committee as the
Committee was moving to other quarters. It was
discovered only late last week on the floor of
the office space the Committee presently occupies.
I then had to travel out of town and, consequently,
did not see it until this afternoon.

2. In order to adequately respond to the MUR, a
considerable amount of factual material must be
gathered. This will entail interviewing former
employees of the Committee and searching the
Committee's files. There are no employees of

HAND DELIVERED
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the Committee to assist in the file search and
the former employees of the Committee may not be
readily accessible for interviews.

3. Once the facts are gathered, it may be necessary
to do legal research on the issues raised.

I regret the necessity for a 30 day extension. At the
same time, I do not believe an adequate response can be
prepared, under these circumstances, in less time.

I apologize for submitting this request on the day the
'- response is due but, as stated previously, the matter did

not come to my attention until this afternoon.

O 6 ycerely,

-: ) Edward L. Weidef~

CELW/prp

cc: Maura White, Esq.
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May 20, 1981

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Frank Darden, President
Mercury Exploration Company
Suite 1212
Ridglea Bank Building
Fort Worth, Texas 76116

Re: MUR 1349 .

Dear Mr. Darden:

This is in reference to your letter dated May 11, 1981,
in which you request a 30 day extension of time in which to

t') respond to the Commission 's notice that it has reason to
believe the Mercury Exploration Company violated the Federal

D Election Campaign Act of 1971, as amended ("the Act").

" Considering the Commission's responsibilities to act
~expeditiously in the conduct of investigations, we cannot

agree to a 30 day extension of time. A 15 day extension is,
'T however, granted. The response of the Mercury Exploration

Company is due, therefore, on June 5, 1981.

If you have any questions please contact Maura White,
- the staff member assigned to this matter, at 202-523-4060.
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Chairman John W. McGarryThe Federal Election Commission
1325 K Street, N.W.
Washington, D. C.

gon
Dear Mr. Chairman:

The undersigned is general counsel to the Reagan f~President Committee (the "Committee"). In connection with the
representation of the Committee, I have been asked to make
this response to MUR 1349 on behalf of Mr. & Mrs. Charles Wick.
Mr. and Mrs. Wick's authorization to act on their behalf is
enclosed.

We have reviewed your correspondence dated April 29,
1981. It is our conclusion that the Wicks acted reasonably
in light of the circumstances then prevailing in their
dealings with the Committee and that no excessive contri-
bution was made to the Committee.

Your correspondence emphasizes "....that a full seven
months elapsed from the time the Wicks incurred some of the
expenses to the time they were reimbursed.. ." (page 3).
In fact, the only relevant time period insofar as the Wicks
are concerned is the period from September 12, 1979 to
January 18, 1980. The expenses were incurred during the
period of September 12, 1979 through November 15, 1979.
Reimbursement was sought from the Committee on January 18,
1980. As you are aware, many of these charges were billed
to Mr. Wick's American Express account. The American Express
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billing cycle and procedures account for a substantial time
interval. In addition, Mr. Wick experienced a three week
illness during this period and both Mr. & Mrs. Wick were
committed to extremely demanding schedules. The request for
reimbursement was timely filed once all the data was
available and the Wicks had an opportunity to prepare a
reimbursement request.

Once the request for reimbursement was filed with the
Committee, the Wicks had no power to force the Committee,

.:" short of litigation, into payment. Even had the Wicks
chosen to litigate, given the procedural requirements and

' court delays, payment would not have been made prior to the
date when the Wicks were reimbursed.

0 Since the Wicks acted reasonably in seeking reimbursement,
they should be dismissed from this MUR. If you have any

~further questions, we will be pleased to respond. We also
~request that the Commission provide us with the standard
; used in determining when a reimbursement period becomes

~"too long" and thus an illegal advance.

Sincerely,

E LW /prp
Attachment

cc: Mr. & Mrs. Charles Wick
Maura White, Esq.
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WASHINGTON. 0. C. 20005

Chairman John W. McGarry
The Federal Election Commission
1325 K Street, N.W.
Washington, D. C.



FEDERAL ELECTION COMMISSION
WASHINCTON. D.C. 20463

MEMORANDUM TO:

FROM:

DATE:

SUBJECT:

CEARLES STEELE
MARJORIE W. EMMONS/JODY CUSTER '

MAY 19, 1981

REFERRAL OF LETTER REGARDING MUR 1349

The attached letter regarding MUR 1349

was received in Chairman McGarry's office and then

forwarded to the Secretary of the Commission. It is

provided for your action.

Attachment:Letter from Edward L. Weidenfeld
Dated May 19, 1981 g

fV)

-J ;

*
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May 19, 1981

wRITI'5' O|IRC)T"DIAL NUIMSEP

622 s4 40 r ,

:" Chairman John W. McGarry
~The Federal Election Commission
..... 1325 K Street, N.W.

Washington, D. C.

a0*

Dear M. Chairman:

The undersigned is general counsel to the Reagan for
President Committee (the "Committee"). In connection with the
representation of the Committee, I have been asked to make
this response to MUJR 1349 on behalf of Mr. & Mrs. Charles Wick.
Mr. and Mrs. Wick's authorization to act on their behalf is
enclosed.

We have reviewed your correspondence dated April 29,
1981. It is our conclusion that the Wicks acted reasonably
in light of the circumstances then prevailing in their
dealings with the Committee and that no excessive contri-
bution was made to the Committee.

Your correspondence emphasizes "...that a full seven
months elapsed from the time the Wicks incurred some of the
expenses to the time they were reimbursed.. ." (page 3).
In fact, the only relevant time period insofar as the Wicks
are concerned is the period from September 12, 1979 to
January 18, 1980. The expenses were incurred during the
period of September 12, 1979 through November 15, 1979.
Reimbursement was sought from the Committee on January 18,
1980. As you are aware, many of these charges were billed
to Mr. Wick's American Express account. The American Express

WCUr A.LCNOIS. I?

AIN ~~ O.SAUIANANIA JOLP NA



M;KENNA, CONNER & CUNEO

Chairman John W. McGarry
May 19, 1981
Page 2

billing cycle and procedures account for a substantial time
interval. In addition, Mr. Wick experienced a three week
illness during this period and both Mr. & Mrs. Wick were
committed to extremely demanding, schedules. The request for
reimbursement was timely filed once all the data was
available and the Wicks had an opportunity to prepare a
reimbursement request.

Once the request for reimbursement was filed with the
Committee, the Wicks had no power to force the Committee,

4 short of litigation, into payment. Even had the Wicks
chosen to litigate, given the procedural requirements and

- court delays, payment would not have been made prior to the
date when the Wicks were reimbursed.

-f)

Since the Wicks acted reasonably in seeking reimbursement,
~they should be dismissed from this MUR. If you have any
c: further questions, we will be pleased to respond. We also

request that the Commission provide us with the standard
" used in determining when a reimbursement period becomes

"too long" and thus an illegal advance.

~Sincerely,

;'-"t ((qdwrdL.Weidenfel?

~ELW/prp
Attachment

cc: Mr. & Mrs. Charles Wick
Maura White, Esq.
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700 NEW NAMPSMHIREr AVENUE. N.W. -

WASNINGT QN.O.F. P Y : 37
May 14, 1981

Mr. John Warren McGarry
Chairman :
Federal Election Commission .

Washington, D.C. 20463

Attn: Ms. Maura White .

RE: MLUR 1349 "

-.: Charles Z. Wick
Mary Jane Wick

o Dear Ms. White:

By copy of this letter my wife, Mary Jane Wick, and
S I authorize Mr. Edward L. Weidenfeld of McKenna,
S Conner Cuneo, 1575 I Street, N.W., Washington, DC

20005 (202/789-7640) to represent us as counsel re-

( garding MUJR 1349. All future communications and

- notifications relative to MUR 1349 should be confi-

dentially directed to Mr. Weidenfeld.

° We trust the documentation presented will satisfy

this matter through informal conciliation and will
c clearly demonstrate that no further action by the

Commission will be required.

SVery truly yours,

e Wick Mary Jane W'ick



FROM

MCKENNA, CONNER a CUNEO

1573 IEYE lSTREET.r NORTHWESTr
WASIHINGTON. D. G. 20005

Maura White, Esq.The Federal Election Commission

I.



FEDERAL ELECTION COMMISSION
WASHINGTON, D C. 20463

MEMORANDUM TO:
FROM:

DATE:-

SUBJECT:•

MARJORIE W. EMMONS/JODY CUSTER

MAY 15, 1981 L

REFERRAL OF LETTER REGARDING MUR 1349

c-J' i

-D ;' L

The attached letter regarding an extension of time

was received in Chairman McGarry's office and then

forwarded to the Secretary of the Coimmission. It is

provided for your action.

Attachment:
Letter from Frank Darden,

Mercury Exploration Company
Dated May 11, 1981

C,

0

0



SEXPLORATION GO~PN
Suite 1212 Ridglea Bank Building. Fort Worth, Texas 761 16 - 817/731-8606 ,'.i

May 11, 1981 -

Mr. John Warren McGarry, Chairman :- :,
Federal Election Commisslon ,,,.., :,Washington D. C. 20463 ... ,"; '

Re: MUR 1349 c ,- .

. Dear Mr. McGarry: ,

, In reference to your letter of April 29, 1981, we respectfully request '
that we be granted an extension of' time of 30 days so that we may secure

o ~information necessary to properly answer your query. "

0o The telephone conuittee which worked for the Reagan for President Corn- :
, mtttee has been disbanded and we are having some difficuly in locatingy
"the people who are responsible for reconmnnding the charges whichc3 Mercury Exploration Company made in conjunction with the use of our

equi pnent.

We wish to assure you that Mercury Exploration Company had no intention
~of violating any federal election law and will do whatever Is indicated

toward satisfying your comittee's requirements. We feel certain that
we will be able to furnish the necessary material to you concerning ,

€ this problem within the additional 30 days which we have requested and
would appreciate your cooperation In this matter. !

Very truly yours,

MERCURY EXPLORATION COMPANY :

President
FD: hc ;



V, ,~ i ! .i 
,

i ki! ! ! I i, , !xx



fr(~~(4/3~7 4

-I-

h & q#q9c

si WrrProperties
Realtors, Inc.

May 14, 1981

Ms. Maura White
Office of General Counsel
Federal Election Committee
1325 K. St. N.W.
Washington, D.C. 20463

00

Dear Ms. White:--

In response to your letter of April 29, 1981 regarding Federal Election
" Campaign Act of 1971, these are the facts in the case in which you question
, an in-kind contribution to the Reagan for President Committee.

~The comm.ittee was given permission to use five phones in our real estate
office from 5:00 to 7:00 p.m. for six days. The couuittee actually used

,.". " these phones for one day to make calls. These phones were used by volunteers
• . of the committee and no more than three volunteers actually showed up to use

them and they were used only on one occasion. The committee determined that
~the $10.50 was a fair charge for the time that was actually spent. We simply

accepted their assessment that this was a fair and legitimate payment.

There was no intent on my part to emke a contribution either actual or "in-kind".
~Please advise if this information is sufficient to answer your questions.

Sin ly,

Bill D. Warren

BDW/mj

5511 parkcrest suite 107 asitxs771524421austin, texas 78731 512-454-2713
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Ms. Maura White
Office of General Counsel
Pederal Election Comitttee
1325 K. St. N.W.
Washington, D.C. 20463



• FEDERAL ELECTION COMMISSION i~

FI~April 29, 1981

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Scott MacKenzie, Treasurer
Reagan for President Committee !

901 South Highland Avenue
Arlington, Virginia 22204

Re: MUR 1349

Dear Mr. MacKenzie:

On April 7, 1981, the Federal Election Commission
determined that there is reason to believe your committee

• violated 2 U.S.C. SS 441b(a), 441a(f), 432(c), 433(c), 434
(b), and 434(b)(5)(A), provisions of the Federal Election

O Campaign Act of 1971, as amended ("the Act"). The Comm- i
ission further determined that there is no reason to

D believe your committee violated 11 C.F.R. S 9034.4(a).
. The General Counsel's factual and legal analysis, which

formed a basis for the Commission's finding, is attached
(D for your information.

~Please be advised that the Commission also considered the
issue of whether your committee violated 2 U.S.C. S 441b(a)
by accepting media services from Ruth Jones, Ltd. at less
than the usual and normal charge for such services. However,
the Commission did not find that there is reason to believe
your committee violated the Act. Accordingly, the Commission
will take no action against your committee in this matter.

Under the Act, you have an opportunity to demonstrate
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.
Additionally, please submit, under oath, answers to the
enclosed questions within 15 days of your receipt of this
letter.

In the absence of any additional information which
demonstrates 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 conciliation. 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
request by letter.



Letter to : Scott Sa enzie

Page 2

If you intend to be represented by counsel in this
matter, please advise the Commission by sending a letter
of representation which states the name, address, and
telephone number of the counsel, and authorizes such
counsel to receive all notifications and other communi-
cations from the Commission.

The investigation now being conducted will be confi-
dential in accordance with 2 U.S.C. S 437g(a)(4)(B) and
S 437g(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
description of the Commission's procedures for handling
possible violations of the Act. If you have any questions,

°please contact Maura White, the staff member assigned to
this matter, at 202-523-4060.

JOHNWARREN McGARRY

Chairman

C'

¢ EnclosuresGeneral Counsel's Factual and Legal Analysis
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f FEDERAL ELECTION COMMISSIONS WASHINGTON. D.C. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Scott MacKenzie, Treasurer
Reagan for President Committee
901 South Highland Avenue
Arlington, Virginia 22204

Re: MUR 1349

Dear Mr. MacKenzie:

On April 7, 1981, the Federal Election Commission
" determined that there is reason to believe your committee
~violated 2 U.S.C. SS 441b(a), 441a(f), 432(c), 433(c), 434

(b), and 434(b)(5)(A), provisions of the Federal Election
OD Campaign Act of 1971, as amended ("the Act"). The Comm-

ission further determined that there is no reason to
~believe your committee violated 11 C.F.R. S 9034.4(a).

-The General Counsel's factual and legal analysis, which
formed a basis for the Commission's finding, is attached

oD for your information.

~Please be advised that the Commission also considered the
issue of whether your committee violated 2 U.S.C. S 441b(a)

C by accepting media services from Ruth Jones, Ltd. at less

~than the usual and normal charge for such services. However,
the Commission did not find that there is reason to believe

0 your committee violated the Act. Accordingly, the Commission
will take no action against your committee in this matter.

Under the Act, you have an opportunity to demonstrate
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.
Additionally, please submit, under oath, answers to the
enclosed questions within 15 days of your receipt of this
letter.

In the absence of any additional information which
demonstrates 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 conciliation. 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
request by letter.



Letter to. Scott *Kenzie 0
Page 2

If you intend to be represented by counsel in this
matter, please advise the Commission by sending a letter
of representation which states the name, address, and
telephone number of the counsel, and authorizes such
counsel to receive all notifications and other communi-
cations from the Commission.

The investigation now being conducted will be confi-
dential in accordance with 2 U.S.C. S 437g(a)(4)(B) and
S 437g(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
description of the Commission's procedures for handling
possible violations of the Act. If you have any questions,
please contact Maura White, the staff member assigned to
this matter, at 202-523-4060.

~Sincerely,

Co

Y) Enclosures -
General Counsel's Factual and Legal Analysis

c) Procedures
Questions
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FEDERAL ELECTION COMMISSION

GENERAL COUNSEL'S FACTUAL AND LEGAL ANALYSIS

DATE April 29, 1981 MUR NO. 1349

RESPONDENT Reagan for President STAFF MEMBER & TEL. NO.
Committee Maura White

202-523-4060

SOURCE OF MUR: INTERNALLY GENERATED

SUMMARY OF ALLEGATIONS

Based on information obtained during the post-primary
audit of the Reagan for President Committee ("Committee"),

__ the Audit Division referred this matter to the Office of General

Counsel. The Committee appears to have received excessive

N contributions from individuals in violation of 2 U.S.C. S
441a(f), and two in-kind corporate contributions of a yet

undetermined amount in violation of 2 U.S.C. S 441b(a).

Also involved in this matter is the Committee's failure'to
S amend its statement of organization within ten days, failure

) to keep an account of all expenditures made, failure to report

certain contributions and expenditures incurred in connection
9 with a fundraising event, failure to report the receipt of an

in-kind contribution, and failure to report the ultimate re-

o cipient of certain committee expenditures in violation of
2 U.S.C. SS 433(c), 432(c), 434(b), and 434(b)(5)(A). Finally,

this matter includes the Committee's payment of a settlement
c agreement from its primary election account rather than its general

election account in possible violation of 11 C.F.R. S 9034.4(a).

CO FACTUAL BASIS AND LEGAL ANALYSIS

A. Charles Wick and Mary Jane Wick

Section 441a(a)(l)(A) of Title 2, United States Code,

states that no person shall make contributions to any candidate

and his authorized political committees with respect to any

election to federal office which in the aggregate exceed $1,000.

Section 441a(f) further prohibits any political committee from

knowingly accepting any contribution in violation of the con-

tribution limitations. The term "person" is defined at 2 U.S.C.
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S 431(11) to include an individual, partnership, committee,
association, corporation, labor organization, or any other
organization or group of persons.

Pursuant to 2 U.S.C. S 431(8)(B)(iv) and section 100.7
(b)(8) of Commission Regulations, the term "contribution"
does not include any unreimbursed payment for travel expenses
made by any individual on behalf of any candidate to the
extent that the cumulative value of such activity by such
individual does not exceed $1,000 with respect to a single
election. Prior to January 8, 1980, the effective date of
the 1979 Amendments, this exemption was only $500. See
former 2 U.S.C. S 431(e)(5)(D) and former 11 C.F.R.-S-100.7
(b)(6). Additionally, any unreimbursed payment from a
volunteer's personal funds for usual and normal subsistence
expenses incidental to volunteer activity is not a contribution.
11 C.F.R. S l00.7(b)(8).

During a review of the Committee's expenditure records
S the'Audit staff noted a letter form Charles Wick to the Reagan

for President Committee dated January 18, 1980, requesting
Na $19,478.59 reimbursement from the Committee for expenses

*9 paid by Mr. Wick in conjunction with the primary election,
campaign. 1/ According to the letter, the expenses were

S incurred during the period of September 12, 1979, through
November 15, 1979, and were for such costs as limousine

C'¢ charges ($766.05), hotel bills ($15,032.48), airline trips
($2,842.00) and miscellaneous items ($838.06). Mr. Wick's
letter states that the hotel accommodations were "used as

O a general headquarters and office for the New York Announcement
Dinner Ground Floor Committee" and it appears that the other

S expenses for which Mr. Wick requests reimbursement were
related to that activity as well. Mr. Wick informed the

C2 Committee that because he determined some expenditures he
- incurred to be "personal expenses," he did not bill the
°" Committee for them and that "[wihile the air fare represents

C ) first class travel, we are billing you for the coach fare." 2/

1__/ Charles Wick made a $1,000 contribution to the Reagan for
President Committee on March 29, 1979.

2/ The air fare charges represent nine one-way trips between
Los Angeles and New York plus one trip from Minneapolis to New
York. Six of the trips between Los Angeles and New York were
taken by Charles Wick. The remaining flights were taken by
Mary Jane Wick. In the course of the audit, it was learned
that the Committee had adopted a policy of paying only coach
fare for persons traveling at committee expense.
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Documentation accompanying Mr. Wick's January 18, 1980,letter indicates that his wife, Mary Jane Wick, paid at
least one of the bills which were later submitted to the
Committee for reimbursement. The bill was in the amount
of $766.05 and was incurred for limousine services. Additionally,
a review of Commission records reveals that Mary Jane Wick
made a $1,000 contribution to the Reagan for President
Committee on March 26, 1979.

The March 1980 report of the Committee reported a debt
of $19,478.59 to Charles Wick for professional services and
fundraising expenses. The report for April 1980 reporttd
payment by the Committee to Charles Wick on April 9, 1980, of -
$19,478.59. The expenditure was reported on the expenditure
schedule as being reimbursement "for hotel accomodations, air
travel and limousine service"; the corresponding debt schedule
reported the nature of the obligation to Charles Wick as having
been for "fundraising expenses"

It is the view of the General Counsel that an excessive
N.. contribution of more than $18,712.54 ($19,478.59 less $766.05)

from Charles Wick and an excessive contribution of $766.05 from
: 9 Mary Jane Wick existed as a result of the advances made'by them. 3/

The apparent violations are aggravated by the fact that a full
~seven months elapsed from the time the Wicks incurred some of
~the expenses to the time they were reimbursed, and three months

even elapsed from the time the Wicks billed the Committee to
~the time they were reimbursed.

CD The Act plainly contemplates that an "advance ... of money
or anything of value" is a contribution. 2 U.S.C. S 431(8)(A)(i);

'7 former 2 U.S.C. § 431(e)(I). While past Commission pronouncements
c have indicated that individuals may incur expenses on behalf of

3/ The amount Charles Wick contributed to the Committee in
excess of the contribution limit constitutes the $18,712.54
owed to Mr. Wick for hotel bills, airfare, and miscellaneous
items plus the difference between the first class and coach
rates for his wife on three airplane flights between New York
and Los Angeles and one flight between Minneapolis and New
York. As stated above, only the coach rates of the flights were
submitted to the Committee for reimbursement. As Charles
Wick, not Mary Jane Wick, appears to have paid for Mrs. Wick's
flights, the $500 travel exemption then permitted to Mr. Wick
under the Act is not applicable to those fare differences.
However, the monetary difference in coach and first class
airplane fares for the six flights taken by Mr. Wick should
be considered to qualify under Mr. Wick's exemption for
travel expenses. Based upon documentation attached to
Mr. Wick's letter and information obtained from a commercial
airline, the rate difference for the six flights would not have
exceeded $500.
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political committees and receive subsequent reimbursement, 4_/
the Commission has never indicated that the advances made by
such individuals are not contributions subject to the Act's
limitations if the advances are not reimbursed within a
reasonable time. This is no less so if the individual is
expressly designated as an agent of the candidate or committee.

In the instant matter, Mr. and Mrs. Wick appear not
to have been reimbursed for their expenses within a reason-
able time. In the view of this office, it is a matter
of considerable importance that committees not be able
to "ride" on the credit of various individuals in a manner
which enables the committees to receive goods and services
without payment and enables the individuals to exceed their
applicable contribution limitations.

B. Improper reporting of the expenses incurred
by Charles Wick and Mary Jane Wick

Pursuant to 2 U.S.C. S 434(b)(5)(A) a political committee
4" is .required to report the name and address of each person

to whom an expenditure in an aggregate amount or value in excess
N of $200 within the calendar year is made to meet a candidate

or committee operating expense, together with the date, amount,
and purpose of such operating expenditure. The

o Commission has required a committee to report the ultimate
recipient of an expenditure unless the expenditure was incurred
in connection with the travel and subsistence costs of a
committee agent to whom an advance or reimbursement was made.

" Financial Control and Compliance Manual for Presidential
oD Candidates Receiving Public Financing (Primary Election

Financing), July 1979, at pp. 129-130, 138-139.

In regard to the Committee's reporting of the repayment
oD to Charles Wick, the Committee did not report, as required

90 by 2 U.S.C. S 434(b)(5)(A), the ultimate recipients of the
expenditures incurred by Mr. Wick on behalf of the Committee.

03 Rather, the Committee simply reported an expenditure to
Charles Wick on April 9, 1980, as reimbursement for hotel

4/ In the Financial Control and Compliance Manual for
Presidential Candidates Receiving Public Financing
(Primary Election Financing), July 1979, at pp. 138-143
for example, it is stated that a political committee
should report the overall reimbursement to an individual
for expenditures on Schedule B, with memo entries detailing
the ultimate recipients and particulars of each expenditure
above $100. This implicitly approves of the concept of
individuals advancing funds to a political committee and
receiving reimbursement thereafter.
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accomodations, air travel and limousine services. Based i

upon documentation obtained during the audit, some of the

expenditures involved in this matter were in excess of
$200, the amount required to be itemized. The Committee,
therefore, should have reported the ultimate recipient of
all such expenditures except for those incurred by Mr. Wick
for his own travel and subsistence. The ultimate recipients
of the expenditures should have been reported as a memo entry.
Id. 5/ In view of the Committee's failure to disclose the ul-
timate recipients of expenditures incurred by Charles Wick and

Mary Jane Wick on behalf of the Committee, the General Counsel

recommends that the Commission find reason to believe the

Committee violated 2 U.S.C. S 434(b)(5)(A).

C. Committee to Elect Reagan

Section 433(b) (6) of Title 2, United States Code,
requires a political committee to include on its statement

S of. organization a listing of all banks or other depositories
used by the committee. A political committee is further

N required by 2 U.S.C. S 433(c) to report any change in

information previously submitted in a statement of organization
no later than ten days after the date of the change. Pursuant

to 2 U.S.C. S 432(c), the treasurer of a political committee
(D is required to keep an account of all contributions received and

0 all disbursements made by the committee. Section 434(b) of

Title 2, United States Code, requires a political committee to

report all disbursements made by the committee.

oD A review of Committee records by the Audit staff revealed

that the Committee received a $10,000 check dated May 19, 1980,

from the Committee to Elect Reagan. As the Committee to Elect

oD Reagan is not registered with the Commission, it is the
opinion of Audit that the Committee to Elect Reagan may be

". a political committee under the Act and, therefore, subject
to the contribution limitations.

5/ Specifically, it appears that the Committee should have repor-
ted as a memo entry a $14,926.61 expenditure to the Mayfair Regent,

a $299.35 expenditure to National Car Rental, and the names of

the various airlines and costs of airplane tickets for flights

taken by Mary Jane Wick. In regard to the advance from Mary
Jane Wick for limousine costs, it appears that since the
expenditure was not incurred in relation to Mrs. Wick's own
travel, the ultimate recipient, Madden's Limousine Service,

should have been reported as well.
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According to the audit report, the transfer was recordedby the Committee as an internal transfer and reported in unitemized

receipts. The audit report also stated that the transfer was in

conjunction with a fundraising event held in Oregon which raised

$14,417 in contributions (donations from 525 contributors)

less $4,417 in expenditures. Documentation obtained by the Audit

staff indicates that contributions to the fundraising event were

in the approximate amount of $25 or less and that the money

was raised through the "'Reagan for President' haurts"in
Linn County, Oregon. Additionally, Audit has noted that $4,417

in receipts and expenditures have not been reported by

the Committee and that the expenditure information has

not been obtained by the Committee. 6/

A review of the amended statements of organization
filed by the Committee has revealed that the Committee

amended its statement of organization on June 25, 1980
(received by the Commission on June 30, 1980) to include
as a committee depository the Oregon bank upon which
the $10,000 check from the Committee to Elect Reagan had

been drawn. In view of this circumstance, it appears that
, the Committee to Elect Reagan is not a separate political

committee subject to a $1,000 contribution limit, but
49 rather a Committee depository set up to facilitate fund-'
S raising in Oregon. However, it is the view of the General

Counsel that since the Committee did not amend its state-

CO ment of organization until a month after the check was

drawn on the Oregon bank, the Committee violated 2 U.S.C.

§ 433(c). Additionally, since the Committee, through the
S period audited, had not maintained records relating to

the $4,417 in expenditures for the fundraising event,

it is the view of the General Counsel that the Committee

violated 2 U.S.C. S 432(c) by failing to keep an account
C of all disbursements made by the Committee, and 2 U.S.C.

S § 434(b) by failing to report certain contributions and

" expenditures incurred in connection with the event.

C

D. Corporate and Business Contributions

Section 441b(a) of Title 2, United States Code,
prohibits any corporation from making any contribution

or expenditure in connection with any election to federal

office. The term "contribution" is defined at section
431(8)(A) to include any gift, subscription, loan, advance,

6/ Audit has noted, however, that the Committee did keep
an account of all contributions ($14,417) received.
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or deposit of money or anything of value made by any person
for the purpose of influencing a federal election. Section
100.7(a)(l)(iii)(A) of Commission Regulations states that
the term "anything of value" includes all in-kind contri-
butions and that the provision of any goods or services
without charge, or at a charge which is less than the
usual and normal charge for such goods or services, is a
contribution. The amount of the in-kind contribution is the
difference between the usual and normal charge for
the goods or services at the time of the contribution
and the amount charged the political committee.
The term "usual and normal charge" for goods means
the price of those goods in the market from which
they ordinarily would have been purchased at the
time of the contribution; for any services it means
the hourly or piecework charge for the services at
a commercially reasonable rate prevailing at the time
services were rendered. 11 C.F.R. S lOO.7(a)(iii)(B).

Section 114.9(d) of Commission Regulations states
d that persons making use of corporate facilities, such as

using telephones or typewriters or borrowing office
furniture for activity in connection with a federal

S election, are required to reimburse the corporation ,
within a commercially reasonable time in the amount of

D the normal and usual charge for the use of the facilities.

' During a review of Committee records the Audit staff
noted three invoices, two from corporations and one from
an apparently unincorporated business, for the use of
telephone banks at the rate of thirty-five cents ($.35)
per telephone per day. Specifically, documentation obtained
during the audit of the Committee revealed that the Committee
received an invoice from Chapman and Company (unincorporated)
on June 3, 1980, for $8.40, from Warren Properties Realtors,

9 Inc. (incorporated) on April 30, 1980, for $10.50, and from

Mercury Exploration Company (incorporated) on May 28, 1980,
cA for $3.15. 7/ As it is the opinion of the Audit Division

that the rate of thirty-five cents ($.35) per telephone
per day may not be a commercially reasonable rate for the
rental of the telephones here in question, this matter was
referred to the Office of General Counsel.

In addition to Commission Regulations concerning the
use of corporate and business facilities discussed above,
the Commission determined in Advisory Opinion 1978-34
that, in order for an in-kind contribution not to occur,
a political committee which uses corporate and noncorporate
business telephones must reimburse the business or
corporation for the cost of the phone calls made plus
whatever other costs would be subsumed in the normal

7/ The audit report noted that all three invoices were
promptly paid by the Committee.
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and usual charge for the rental value of such phones
in the normal market, including the use of office space,
utilities, and furniture to conduct the telephoning.
Thus, as it appears that the Committee did not reimburse
Mercury Exploration Company, Warren Properties Realtors,
Inc., and Chapman and Company in an amount fully equal to
the normal and usual charge for the use of the telephones,
it appears that the Committee received in-kind contributions

from Chapman and Company, Warren Properties Realtors, Inc.,
and the Mercury Exploration Company. As Warren Properties Real-

tors, Inc. and the Mercury Exploration Company are incorporated
businesses, it is the view of the General Counsel that the
Committee violated 2 U.S.C. S 441b(a). Moreover, it is

also the view of the General Counsel that the Committee
violated 2 U.S.C. § 434(b) by failing to report the receipt
of an in-kind contribution from Chapman and Company.

E. Ruth Jones, Ltd.

Section 9032.9 of Commission Regulations dealing with
!9 primary financing defines the term "qualified campaign expense"

"D to mean a purchase, payment, distribution, loan, advance,

deposit, or gift of money or anything of value incurred in
C connection with a candidate's campaign for nomination. Section

9034.4(a) of Commission Regulations further provides that
all contributions received by an individual from the date he
or she becomes a candidate, and all matching payments received

by the candidate, shall be used to defray qualified campaign
expenses or to repay loans or otherwise restore funds which

were used to defray qualified campaign expenses.

The interim audit report for the Committee noted that
O the Committee entered into a written agreement with Ruth

€O Jones, Ltd., effective October 1, 1979, for the provision

of assistance in the planning of all media advertising for

the Reagan 1980 campaign. The letter of agreement states
that the Committee will pay Ruth Jones, Ltd. a $3,500
per week fee (payable on the last day of each month),

commencing with the effective date of the agreement
(October 1, 1979) through March 31, 1980, and that if it

was generally considered that Ronald Reagan had secured

the nomination by March 31, both parties would agree to
renegotiate the agreement "during the interim months until
planning [began] for the general election." The agreement

continues that:

[s~hould the status of the nomination not
be clear by March 31, the original terms will
remain in force until July 31, when this agree-
ment will be renegotiated regarding fees to be
paid for general election service. In either
case it is agreed that, in the event Mr. Reagan
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is nominated, Ruth Jones!. Ltd. will continue
to handle the media services outlined through
the general election. [emphasis added]

Additionally, the agreement provides that the Committee
will pay all out-of pocket expenses incurred on its
behalf, including salaries of additional media buyers,
telephones, travel, and accounting costs in connection
with FEC reports, and will be billed at ne_t cost (gross
less 15% agency commission). The audit report noted that
as of April 22, 1980, the Committee paid Ruth Jones, Ltd.
media advertising commissions of $91,433.50.

As a result of a disagreement over whether a con-
tractual obligation existed between the Committee and
Ruth Jones, Ltd. through the general election period,
both parties entered into a settlement agreement on

G September 2, 1980. The agreement states that both parties:

T , agree that a fair and just legal settle-
ment of this matter, arising out of the primary,

9 would save both parties time and legal expenses,

t' do mutually consider any contractual rights
created by the October 5, 1979 agreement terminated.

~[emphasis added].

Moreover, pursuant to the agreement, the Committee paid
Ruth Jones, Ltd. $30,000 in settlement of this matter.

~An issue raised by Audit concerning the Committee's
business relationship with Ruth Jones, Ltd. is whether it

C was permissible for the Committee to pay the entire $30,000
settlement from its primary election account, rather than

S its general election account, since the letter of agreement
0 between the Committee and Ruth Jones, Ltd. stated that
Ruth Jones, Ltd. would be retained for the 1980 general
election, as well.

It is the view of the General Counsel that the
September 2, 1980, settlement agreement rescinded the
original contract of October 5, 1979, and constituted
a new contract. The language used in the subsequent
contract, "arising out of the primary" (see above),
clearly indicates that the settlement was in connection
with primary election activities. In support of this view
is the fact that the fees paid to Ruth Jones, Ltd., when
reported as outstanding debts and obligations, were listed
as primary election debts and not as obligations incurred
in relation to the general election. In view of the
foregoing, it is the position of the General Counsel
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that it was permissible under the Act for the Committee
to pay the settlement agreement from its primary election
account and that the Committee did not violate 11 C.F.R.
S 9034.4(a).

Recommend at ion s

I. Find reason to believe the Reagan for President
Committee violated 2 U.S.C. SS 441a(f), 432(c), 433(c),
434(b), 434(b) (5) (A), and 441b(a).

2. Find no reason to believe the Reagan for

, President Committee violated 11 C.F.R. S 9034.4(a).
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Questions To: Reagan for President Committee

1. In regard to the telephone banks provided to the Reagan

for President Committee by the Mercury Exploration Company,

please state the approximate cost to the Reagan for President

Committee of renting, in the commercial market, comparable

facilities (office space, telephones, etc.) for three days

in Fort Worth, Texas, during April and M4ay 1980. Please-

provide any evidence you have to demonstrate how the amount

paid to Mercury Exploration Company represents the commercially

- reasonable rate prevailing at the time the services were rendered.

( 2. In regard to the telephone banks provided to the Reagan for

President Committee by Warren Properties Realtors Inc., please

state the approximate cost to the Reagan for President Committee

of renting, in the commercial market, comparable facilities

(office space, telephones, etc.) for six days in Austin, Texas,

" during April 1980. Please provide any evidence you have to

demonstrate how the amount paid to Warren Properties Realtors, Inc.

represents the commercially reasonable rate prevailing at the
Co

time the services were rendered.

3. In regard to the telephone banks provided to the Reagan

for President Committee by Chapman and Company, please state

the approximate cost to the Reagan for President Committee of

renting, in the commercial market, comparable facilities (office

space, telephones, etc.) in Lubbock, Texas, during May or June

1980. Please provide any evidence that you have to demonstrate

how the amount paid to Chapman and Company represents the

commercially reasonable rate prevailing at the time the

services were rendered.
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~FEDERAL ELECTION COMMISSION

W~lLY WASHINGTON, DC. 20463

April 29, 1981

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Warren Properties Realtors, Inc.
5511 Parkcrest, Suite 107
Austin, Texas 78731

Re: MUR 1349

Dear Sir or Madam:

On April 7 , 1981, the Federal Election Commission
determined that there is reason to believe Warren
Properties Realtors, Inc. violated 2 U.S.C. $ 44lb(a),,a
provision of the Federal Election Campaign Act of 1971,
as amended ("the Act"), by making an in-kind contribution
to the Reagan for President Committee. The General Counsel's
factual and legal analysis, which formed a basis for the
Commission's finding, is attached for your information.

Under the Act, you have an opportunity to demonstrate
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 15 days of your receipt
of this notification.

In the absence of any additional information which
demonstrates that no further action should be taken
against Warren Properties Realtors, Inc., the Commission
may find probable cause to believe that a violation has
occurred and proceed with formal conciliation. 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 request by letter.
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Letter to Warren Properties Realtors, Inc.
Page 2

If you intend to be represented by counsel in this
matter, please advise the Commission by sending a letter
of representation which states the name, address, and
telephone number of the counsel, and authorizes such
counsel to receive all notifications and other communi-
cations from the Commission.

The investigation now being condcicted will be confi-
dential in accordance with 2 U.S.C. § 437g(a)(4)(B) and
S 437g(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
description of the Commission's procedures for handling
possible violations of the Act. If you have any questions,
please contact Maura White, the staff member assigned to
this matter, at 202/523-4060.

Enclosures
General Counsel's Factual and
Procedures
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CERTIFIED MAILRETURN RECEIPT REQUESTED

Warren Properties Realtors, Inc.
5511 Parkorest, Suit. 107
Austin, Texas 78731

Re: MUR 1349

Dear Sir or Madam:

On , 1981, the Federal Election Commissiondetermined that there is reason to believe WarrenProperties Realtors, Inc. violated 2 U.S.C. $ 441b(a), aprovision of the Federal Election Campaign Act of 1971,
as amended ("the Act"), by making an in-kind contributionto the Reagan for President Committee. The General Counsel'sfactual and legal analysis, which formed a basis for theCommission's finding, is attached for your information.

Under the Act, you have an opportunity to demonstratethat no action should be taken against you. Please submitany factual or legal materials which you believe are relevantto the Commission's consideration of this matter. Yourresponse should be submitted within 15 days of your receipt
of this notification.

In the absence of any additional information whichdemonstrates that no further action should be takenagainst Warren Properties Realtors, Inc., the Commission
may find probable cause to believe that a violation hasoccurred and proceed with formal conciliation. Of course,this does not preclude the settlement of this matterthrough informal conciliation prior to a finding of probable
cause to believe if you so request by letter.



Letter to WarrQProperties Realtors, Inc.*Page 2

If you intend to be represented by counsel in this
matter, please advise the Commission by sending a letter
of representation which states the name, address, and
telephone number of the counsel, and authorizes such
counsel to receive all notifications and other coznmuni-
cations from the Commission.

The investigation now being conducted will be confi-
dential in accordance with 2 U.S.C. S 437g(a)(4)(B) and
S 437g(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
description of the Commission's procedures for handling
possible violations of the Act. If you have any questions,
please contact Maura White, the staff member assigned to

, this matter, at 202/523-4060.

Sincerely,

Enclosures
General Counsel's Factual and Legjal Analysis
Procedures

MW;rd l~ , !
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FEDERAL ELECTION COMMISSION

GENERAL COUNSEL'S FACTUAL AND LEGAL ANALYSIS

DATE April 29, 1981 MUR NO. 1349

RESPONDENT Warren Properties STAFF MEMBER & TEL. NO.
Realtors, Inc. Maura White

202-523-4060

SOURCE OF MUR: INTERNALLY GENERATED

SUMMARY OF ALLEGATIONS

Based on information obtained during the post primary
audit of The Reagan for President Committee ("Committee"),
the Audit Division referred this matter to the Office of
General Counsel. Involved is an apparent corporate

S contribution from Warren Properties Realtors, Inc. to t~ie
Committee in violation of 2 U.S.C. $ 441b(a).

FACTUAL BASIS AND LEGAL ANALYSIS

0D Section 441b(a) of Title 2, United States Code,
~prohibits any corporation from making any contribution

or expenditure in connection with any election to federal
OD office. The term "contribution" is defined at section

431(8)(A) to include any gift, subscription, loan,advance, or deposit of money or anything of value made
~by any person for the purpose of influencing a federal

election. Section 100.7(a)(1)(iii)(A) of Commission
Regulations states that the term "anything of value"
includes all in-kind contributions and that the provision
of any goods or services without charge, or at a charge
which is less than the the usual and normal charge
for such goods or services, is a contribution. The amount
of the in-kind contribution is the difference between the
usual and normal charge for the goods or services at the
time of the contribution and the amount charged the political
committee. The term "usual and normal charge" for goods
means the price of those goods in the market from which they
ordinarily would have been purchased at the time of the
contribution; for any services it means the hourly or piecework
charge for the services at a commercially reasonable rate
prevailing at the time services were rendered. 11 C.F.R.
S100.7(a)(iii)(B).



Section 114.9(d) of Commission Regulations
states that persons making use of corporate facilities,
such as using telephones or typewriters or borrowing
office furniture for activity in connection with a
federal election, are required to reimburse the corporation
within a commercially reasonable time in the amount of
the normal and usual charge for the use of the facilities.

During a review of Committee records the Audit staff
noted an invoice from Warren Properties Realtors, Inc.,
dated April 30, 1980, in the amount of $10.50. The
invoice was for the use of a telephone bank on six days
(five phones per day) at the rate of thirty-five cents
($.35) per telephone per day. The invoice was paid by
the Committee on June 10, 1980.

In addition to Commission Regulations concerning
the use of corporate and business facilities discussed
above, the Commission determined in Advisory Opinion
1978-34 that, in order for an in-kind contribution not
to occur, a political committee which uses corporate
and noncorporate business telephones must reimburse
the business or corporation for the cost of the phone
calls made plus whatever other costs would be subsumed
in the normal and usual charge for the rental value of
such phones in the normal market, including the use of
office space, utilities, and furniture to conduct the
telephoning. Thus, as it appears that Warren Properties
Realtors, Inc., was not reimbursed by the Committee in an
amount fully equal to the normal and usual charge for
the use of the telephones, it appears that Warren Properties
Realtors, Inc. made an in-kind contribution to the Committee.
As Warren Properties Realtors, Inc. is an incorporated business,
it is the view of the General Counsel that Warren Properties
Realtors, Inc. violated 2 U.S.C. S 441b(a) by making an in-
kind contribution to the Reagan for President Committee.

Recommendation

1. Find reason to believe Warren Properties Realtors, Inc.
violated 2 U.S.C. S 441b(a).
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I FEDERAL ELECTION COMMISSIONID ~~~WASHINGTON. D.C. 20463 Arl2,18

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Frank Darden, President
Mercury Exploration Company
1212 Ridgelea Bank Building
Fort Worth, Texas

Re: MUR 1349

Dear Mr. Darden:

* On April 7 , 1981, the Federal Election Commission
. determined that there is reason to believe the Mercury

Exploration Company violated 2 U.S.C. S 441b(a), a
provision of the Federal Election Campaign Act of 1971, as
amended ("the Act"), by making an in-kind contribution'

~to the Reagan for President Committee. The General Counsel's
factual and legal analysis, which formed a basis for the

C Commission's finding, is attached for your information.

Under the Act, you have an opportunity to demonstrate
o 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 15 days of your
C receipt of this notification.

In the absence of any additional information which
GO demonstrates that no further action should be taken against the

Mercury Exploration Company, 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 settlement of this matter through informal
conciliation prior to a finding of probable cause to
believe if you so request by letter.

m
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Letter to: Frank Darden
Page 2

If you intend to be represented by counsel in
this matter, please advice the Commission by sending
a letter of representation which states the name,
address and telephone number of the counsel, and
authorizes such counsel to receive all notifications
and other communications from the Commission.

The investigation now being conducted will be
confidential in accordance with 2 U.S.C. S 437g(a)(4)(B)
and S 437g(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
description of the Commission's procedures for handling

G- possible violations of the Act. If you have any questions,
please contact Maura White, the staff member assigned to

~this matter, at 202/523-4060.

OV Sic

JOHN WARREN McGARRY
T Chairman

- Enclosures
General Counsel's Factual and Legal Analysis

~Procedures



CERTIFIED MtAILPXRTURIN RECEIPT REQUESTEL'

Frank Darden, P'resident
t'ercury Exploration Company
1212 Ridgelee Lank Building
Fort Worth, Texas

Re: MUJR 1349

Dear IL,:. Darden:

C5On , l 81, the Federal Election Commission
~determined that th~ere is reason to believe the Miercury

Exploration Company violated 2 U.S.C. S 441b(a), a
9 provision of the Federal Election Campaign Act of 1971, as

amended ("the Act"), by making an in-kind contribution
O to the Reagan for President Coiriittee. The General Counsel's

factual arnd legal analysis, which formed a basis for the
~Comn ,ission's finding, is attached for your intormatien.

Under the Act, you have an opportunity to demonstrate
%'2 that no action should be taken against you. Please submit

any factual or legal materials which you believe are
" relevant to the Coui ,ission's consideration of this miatter.

Your r'esponse should be submitted within 15 days of your
C recoi[nt of this noctification.

In the absence cof amy additional information which
~demonstrates that no further action should be taken against the

iercury Lxplcration Company, the Cor: ission may find probable
cause to believe that a violation has occurred and proceed
with form~al conciliation. Of course, this does not pre-
clude the settlerment of this matter through informtal
conciliation prior to a finding of probable cause to
believe if you so recjuest by letter.



Letter to: Frank Darden
IPage 2

Ii you intend to bie represented by counsel in
this uiatter, please auvice the Commission by seniding
a letter of representation which states the name,
address and telephone number of the counsel, and
authorizes such counsel to receive all notifications
and other communications from the Commission.

The investigation iiow being conducted will be
confidential in accordance with 2 U.S.C. § 437g(a) (4) (B)

an§ 437g(a)(12)(A), unless you notify the Commission in
witingc that you wish the investigation to be made public.

For your information, : have attached a brief
-- description of the Commission's procedures for handling

possible violations of the Act. If you have anly questions,
- [lea~e contact L, iaura White, the staff m~ember assigned to

this m~atter, at 202/523-4060.

~Sincerely,

4" i nclosures

~General Counsel's Factual and Legal Analysis
1 rccedu res

MW;rd t 1'

ST
KG



FEDERAL ELECTION COMMISSION

GENERAL COUNSEL'S FACTUAL AND LEGAL ANALYSIS

DATE April 29, 1981 MUR NO. 1349

RESPONDENT Mercury Exploration Company STAFF MEMBER & TEL. NO.
Maura White
202-523-4060

SOURCE OF MUR: INTERNALLY GENERATED

SUMMARY OF ALLEGATIONS

~Based on information obtained during the post-
primary audit of the Reagan for President Committeeo ("Committee"), the Audit Division referred this
matter to the Office of General Counsel. Involved

..is an apparent corporate contribution from the
" Mercury Exploration Company to the Committee in

violation of 2 U.S.C. S 441b(a).
0*.

" FACTUAL BASIS AND LEGAL ANALYSIS

C Section 441b(a) of Title 2, United States Code,
V) prohibits any corporation from making any contribution

or expenditure in connection with any election to federal
~office. The term "contribution" is defined at section

431(8)(A) to include any gift, subscription, loan, advance,
or deposit of money or anything of value made by any
person for the purpose of influencing a federal election.
Section l00.7(a)(l)(iii)(A) of Commission Regulations
states that the term "anything of value" includes all
in-kind contributions and that the provision of any
goods or services without charge, or at a charge which
is less than the usual and normal charge for such goods
or services, is a contribution.
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The amount of the in-kind contribution is the difference
between the usual and normal charge for the goods or
services at the time of the contribution and the amount
charged the political committee. The term "usual and
normal charge" for goods means the price of those goods
in the market from which they ordinarily would have been
purchased at the time of the contribution7 for any
services it means the hourly or piecework charge for the
services at a commercially reasonable rate prevailing
at the time services were rendered. 11 C.F.R. S 100.7(a)
(iii)(B).

Section 114.9(d) of Commission Regulations states
that persons making use of corporate facilities, such
as using telephones or typewriters or borrowing office
furniture for activity in connection with a federal
election, are required to reimburse the corporation
within a commercially reasonable time in the amount of

. the normal and usual charge for the use of the facilities.

~During a review of Committee records the Audit
staff noted an invoice from the Mercury Exploration Company,
dated May 28, 1980, in the amount of $3.15. The invoice

~was for the use of a telephone bank on April 15, 1980,
(two phones), April 16, 1980, (two phones), and May 3,

CO 1980, (five phones) at the rate of thirty-five cents
($.35) per telephone per day. The invoice was paid

~by the Committee on June 10, 1980.

0 In addition to the Commission Regulations concerning
~the use of corporate and business facilities discussed above,

the Commission determined in Advisory Opinion 1978-34 that,
0' in order for an in-kind contribution not to occur, a political

committee which uses corporate and noncorporate business
S telephones must reimburse the business or corporation for

the cost of the phone calls made plus whatever other costs
would be subsumed in the normal and usual charge for the
rental value of such phones in the normal market, including
the use of office space, utilities, and furniture to conduct
the telephoning. Thus, as it appears that the Mercury
Exploration Company was not reimbursed by the Committee
in an amount fully equal to the normal and usual charge for
the use of the telephones, it appears that the Mercury
Exploration Company made an in-kind contribution to the
Committee. As the Mercury Exploration Company is an
incorporated business, it is the view of the General Counsel
that the Mercury Exploration Company violated 2 U.S.C. S 441b(a)
by making an in-kind contribution to the Reagan for President
Committee.

Recommendation

1. Find reason to believe the Mercury Exploration Company
violated 2 U.S.C. S 441b(a).



~WASHINGTON, D.C. 20463

April 29, 1981

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Charles Wick
120 South Mapleton Drive
Los Angeles, CA 90024

Re: MUR 1349

Dear Mr. Wick:

On April 7, 1981. the Federal Election Commission
~determined that there is reason to believe you violated
~2 U.S.C. S 441a(a)(l)(A), a provision of the Federal Election

Campaign Act of 1971, as amended ("the Act"), by making an
o- excessive contribution of at least $18,712.54 to the Reagan

for President Committee. The General Counsel's factual and
O legal analysis, which formed a basis for the Commission's

• finding, is attached for your information.

t') Under the Act, you have an opportunity to demonstrate
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. Additionally,
please submit answers, under oath, to the enclosed questions

9 within fifteen days of your receipt of this letter.

0 In absence of any additional information which demon-
strates that no further action should be taken against you,
the Commission may find probable cause to believe that a
violation has occurred and proceed with formal conciliation.
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 request by letter.



Letter to CharlesPage 2

If you intend to be represented by counsel in
this matter, please advise the Commission by sending
a letter of representation which states the name,
address, and telephone number of the counsel, and
authorizes such counsel to receive all notifications
and other communications from the Commission.

The investigation now being conducted will be
confidential in accordance with 2 U.S.C. S 437g(a)(4)(B)
and S 437g(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
description of the Commission's procedures for handling
possible violations of the Act. If you have any questions,
please contact Maura White, the staff member assigned to

S this matter, at (202) 523-4060.

Sin ly

Enclosures
General Counsel's Factual and Legal Analysis
Procedures
Questions
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CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Charles Wick
120 South Mapleton Drive -

Los Angeles, CA 90024

Re: MUR 1349

' Dear Mr. Wick:

S,,On , 1981, the Federal Election Commission
determined that there is reason to believe you violated i

" ° 2 U.S.C. $ 441a(a)(l)(A), a provision of the Federal Election
. Campaign Act of 1971, as amended ("the Act"), by making an i

excessive contribution of at least $18,712.54 to the Reagan i
T. for President Committee. The General Counsel's factual and

legal analysis, which formed a basis for the Commission's
' " finding, is attached for your information.

~Under the Act, you have an opportunity to demonstrate
. > 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. Additionally,
please submit answers, under oath, to the enclosed questions
within fifteen days of your receipt of this letter.

In absence of any additional information which demon-
strates that no further action should be taken against you,
the Commission may find probable cause to believe that a
violation has occurred and proceed with formal conciliation.
Cf course, this does not preclude the settlement of this
mhatter through informal conciliation prior to a finding of
probable cause to believe if you so request by letter.



Letter to C harles l ick
Voare 2

If you intend to L'e represented by counsel in
this matter, please advise the Coimmrission by sending
a letter of representation which states the name,
address, and telephone number of the counsel, and
athorizes such counsel to receive all notifications

and other coznmunication6 from the Corir ission.

The investicjation now beingj conducted will be
coImfiuential in accordance with 2 U;.S.C. 437g(a)(4)(P)
and 437 ,(a)(12)(A), unless you nlotify the Commnission
in writing~ that you wish the investigation to be nade

For your inform~ationl, we have attached a brief
o0uscription of the Coiwsion's procedures ior handling
j~obsiule violations of the Act. If you have. any questions,
j-[lease contact !laura V hite, the staff n;e!4 ber assigned to
tais i atter, at (2(2) 523-4O6O.

. -,Si~nce rely,

Ceneral Counsel 's Factual and Leoal Ana lysis
Proced]ure
Questions

MW;rd '-
ST
KG



*ERAL ELECTION COMMISSION@
GENERAL COUNSEL'S FACTUAL AND LEGAL ANALYSIS

DATE April 29, 1981 MUR NO. 1349

RESPONDENT Charles Wick STAFF MEMBER & TEL. NO.
Maura White
202-523-4060

SOURCE OF MUR: INTERNALLY GENERATED

SUMMARY OF ALLEGATIONS

Based on information obtained during the post-primary
audit of the Reagan for President Committee ("Committee"),
the Audit Division referred this matter to the Office of
General Counsel. Involved is an apparent excessive contri-

__bution of more than $18,712.54 to the Committee from Charles
Wick in violation of 2 U.S.C. S 441a(a)(1)(A).

~FACTUAL BASIS AND LEGAL ANALYSIS

Section 441a(a)(1)(A) of Title 2, United States Code,
states that no person shall make contributions to any

OD candidate and his authorized political committees with
respect to any election to federal office which in the
aggregate exceed $1,000. Section 441a(f) further prohibits

oany political committee from knowingly accepting any contri-
bution in violation of the contribution limitations. The
term "person" is defined at 2 U.S.C. 5 431(11) to include
an individual, partnership, committee, association, corporation,

GO labor organization, or any other organization or group of
persons.

Pursuant to 2 U.S.C. S 431(8)(B)(iv) and section i00.7(b)(8)
of Commission Regulations, the term "contribution" does not
include any unreimbursed payment for travel expenses made by
any individual on behalf of any candidate to the extent that
the cumulative value of such activity by such individual does
not exceed $1,000 with respect to a single election. Prior
to January 8, 1980, the effective date of the 1979 Amendments,
this exemption was only $500. See former 2 U.S.C. S 431(e)(5)(D)
and former 11 C.F.R. § I00.7(b)(6).



Additionally, any unreimbursed payment from a volunteer's
personal funds for usual and normal subsistence expenses
incidental to volunteer activity is not a contribution.
11 C.F.R. S lO0.7(b)(8).

During a review of the Committee's expenditure records
the Audit staff noted a letter from Charles Wick to the
Reagan for President Committee dated January 18, 1980, requesting
a $19,478.59 reimbursement from the Committee for expenses
paid by Mr. Wick in conjunction with the primary election
campaign. 1/ According to the letter, the expenses were
incurred during the period of September 12, 1979, through
November 15, 1979, and were for such costs as limousine
charges ($766.05), hotel bills ($15,032.48), airline trips-
($2,842.00) and miscellaneous items ($838.06). Mr. Wick's
letter states that the hotel accommodations were "se as a
general headquarters and office for the New York Announcement
Dinner Ground Floor Committee" and it appears that the other
expenses for which Mr. Wick requests reimbursement were related

ti to that activity as well. Mr. Wick informed the Committee
that because he determined some expenditures he incurred
to be "personal expenses," he did not bill the Committee for
them, and that "[wihile the air fare represents first class

?9 travel, we are billing you for the coach fare." 2/

Documentation accompanying Mr. Wick's January 18, 1980,
letter indicates that his wife, Mary Jane Wick, paid at
least one of the bills which were later submitted to the
Committee for reimbursement. The bill was in the amount of
$766.05 and was incurred for limousine services. Additionally,
a review of Commission records reveals that Mary Jane Wick
made a $1,000 contribution to the Reagan for President
Committee on March 26, 1979.

The March 1980 report of the Committee reported a debt
of $19,478.59 to Charles Wick for professional services and
fundraising expenses. The report for April 1980 reported
payment by the Committee of $19,478.59 to Charles Wick on
April 9, 1980. The expenditure was reported on the expenditure
schedule as being reimbursement for "hotel accommodations, air
travel and limousine service"; the corresponding debt schedule
reported the nature of the obligation to Charles Wick as having
been for "fundraising expenses."

1_/ Charles Wick made a $1,000 contribution to the Reagan for
President Committee on March 26, 1979.

2/ The air fare charges represent nine one-way trips between
Los Angeles and New York plus one trip from Minneapolis to
New York. Six of the trips between Los Angeles and New York
were taken by Charles Wick. The remaining flights were taken
by Mrs. Wick. In the course of the audit, it as learned that
the Committee had adopted a policy of paying only coach fare
for persons traveling at Committee expense.
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It is the view of the General Counsel that an excessive
contribution of more than $18,712.54 ($19,478.59 less $766.05)
from Charles Wick and an excessive contribution of $766.05
trom Nary Jane Wick existed as a result of the advances made
by them. 3/ The apparent violations are aggravated by the fact
that a full seven months elapsed from the time the Wicks incurred
some of the expenses to the time they were reimbursed, and three
months even elapsed from the time the Wicks billed the Committee
to the time they were reimbursed.

The Act plainly contemplates that an "advance ... of money
or anything of value" is a contribution. 2 U.S.C. § 431(8)(A)
(i); former 2 U.S.C. § 431(e)(i). While past Commission pro- -
nouncements have indicated that individuals may incur expenses
on behalf of political committees and receive subsequent reim-
bursement, 4/ the Commission has never indicated that the advances
made by such individuals are not contributions subject to the Act's
limitations if the advances are not reimbursed within a reason-

5 able. time. This is no less so if the individual is expressly
,designated as an agent of the candidate or committee.

n In this instant matter, Mr. and Mrs. Wick appear not to have
been reimbursed for their expenses within a reasonable time. In

3/ The amount Charles Wick contributed to the Committee in
C? excess of the contribution limit constitutes the $18,712.54

owed to Mr. Wick for hotel bills, airfare, and miscellaneous
" items plus the difference between the first class and coach

rates for his wife on three airplane flights between New York
and Los Angeles and one flight between Minneapolis and New

y' York. As stated above, only the coach rates of the flights
were submitted to the Committee for reimbursement. As

< Charles Wick, not Mary Jane Wick, appears to have paid for
Mrs. Wick's flights, the $500 travel exemption then permitted
to Mlr. Wick under the Act is not applicable to those fare
differences. However, the monetary difference in coach and
first class airplane fares for the six flights taken by
Mr. Wick should be considered to qualify under Mr. Wick's
exemption for travel expenses. Based upon documentation
attached to Mr. Wick's letter and information obtained from
a commercial airline, the rate difference for the six flights
would not have exceeded $500.

4/ In the Financial Control and Compliance Manual for Presi-
dential Candidates Receiving Public Financing (Primary Election
Financing), July 1979, at pp. 138-143, for example, it is stated
that a political committee should report the overall reimbursement
to an individual for expenditures on Schedule B, with memo entries
detailing the ultimate recipients and particulars of each expen-
diture above $100. This implicitly approves of the concept of
individuals advancing funds to a political committee and
receiving reimbursement thereafter.
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the view of this office, it is a matter of considerable
importance that committees not be able to "ride" on the
credit of various individuals in a manner which enables
the committees to receive goods and services without
payment and enables the individuals to exceed their
applicable contribution limitations.

Recommendat ion

1. Find reason to believe Charles Wick violated 2 U.S.C.
§ 441a(a) (l)(A).

qOq

0D

0
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Questions: Charles Wick

1. In regard to the $19,478.59 reimbursement you requested

from the Reagan for President Committee on January 18,

1980, please state, for any amount you were reimbursed

but for which you did not originally make payment, the

name of the person(s) who made payment, and, if known,.

the amount, date, and, method of payment. For each payment

please also state the name of the person or entity who

provided the goods or services.

%C

~2. Please state the monetary difference between the,

cost of first class airfare and coach airfare on all airplane

flights taken by Nary Jane Wick which were submitted to

~the Reagan for President Committee for reimbursement on

~January 18, 1980.

0O



CERTIFIED MAILRETURN RECEIPT REQUESTED

Mary Jane Wick\
120 South Mapleton Drive
Los Angeles, California 90024

Re: MUR 1349 .

Dear Mrs. Wick:

On , 1981, the Federal Election Commission
~determined that there is reason to believe you violated

2 U.S.C. S 441a(a)(l)(A), a provision of the Federal Election
~Campaign Act of 1971, as amended ("the Act'), by making an

excessive contribution of $766.05 to the Reagan for
O President Commilttee. The General Counsel's factual and
0 legal analysis, which formed a basis for the Commission's

finding, is attached for your information.

Under the Act, you have an opportunity to demonstrate
o 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

oresponse should be submitted within 15 days of your receipt
of this letter.

In the absence of any additional information which
oD demonstrates that no further action should be taken against

you, the Commission may find probable cause to believe that
a violation has occurred and proceed with formal conciliation.
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 request by letter.



Letter to Mary Jane Wick
Page 2

If you intend to be represented by counsel in this
matter, please advise the Commission in writing by sending
a letter of representation which states the name, address,
and telephone number of the counsel, and authorizes such
counsel to receive all notifications and other communi-
cations from the Commission.

The investigation now being conducted will be confi-
dential in accordance with 2 U.S.C. S 437g(a)(4)(B) and
S 437g(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
description of the Commission's procedures for handling
possible violations of the Act. If you have any questions,

, please contact Maura White, the staff member assigned to
this matter, at (202) 523-4060.

. Sincerely,

~Enclosures
General Counsel's Factual arnd Legal Analysis

~Procedures

MW~rd V K
KG
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FEDERAL ELECTION cOMMISSION
wASH.INGTON, 

D.C. 20463

Arl29, 1981

CErEIED M4AI~LCERTU RECEIP -T REQUESTED

Mary Jane wick
120 South Mapleton Drive

Los Angeles, 
California 

90024

Re IdUR 1349

Dear Mrs. Wick: " lcinCmiso
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Letter to Mary Jane Wick
Page 2

if you intend to be represented by counsel in this
matter, please advise the Commission in writing by sending
a letter of representation which states the name, address,
and telephone number of the counsel, and authorizes such
counsel to receive all notifications and other communi-
cations from the Commission.

The investigation now being conducted will be confi-
dential in accordance with 2 U.S.C. S 437g(a)(4)(B) and
S 437g(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
description of the Commission's procedures for handling
possible violations of the Act. If you have any questions,

. please contact Maura White, the staff member assigned to
this matter, at (202) 523-4060.

Chairman

~Enclosures
General Counsel's Factual and Legal Analysis

CD Procedures



QDERAL ELECTION COMMISSIONO  !i

GENERAL COUNSEL'S FACTUAL AND LEGAL ANALYSIS

DATE April 29, 1981 MUR NO. 1349

RESPONDENT Mary Jane Wick STAFF MEMBER & TEL. NO.
Maura White
202-523-4060

SOURCE OF MUR: INTERNALLY GENERATED

SUMMARY OF ALLEGATIONS

Based on information obtained during the post-primary
audit of the Reagan for President Committee ("Committee"),

%. the Audit Division referred this matter to the Office of
General Counsel. Involved is an apparent excessive $766.05

T) contribution to the Committee by Mary Jane Wick in violation
of 2 U.S.C. § 441a(a) (1)(A).

o: FACTUAL BASIS AND LEGAL ANALYSIS

Section 441a(a)(1)(A) of Title 2, United States Code,
states that no person shall make contributions to any

0Do candidate and his authorized political committees with
respect to any election to federal office which in the
aggregate exceed $1,000. Section 441a(f) further prohibits

o: any political committee from knowingly accepting any contri-
bution in violation of the contribution limitations. The
term "person" is defined at 2 U.S.C. S 431(11) to include
an individual, partnership, committee, association, corporation,

( labor organization, or any other organization or group of
persons.

Pursuant to 2 U.S.C. S 431(8)(B)(iv) and section l00.7(b)(8)
of Commission Regulations, the term "contribution" does not
include any unreimbursed payment for travel expenses made by
any individual on behalf of any candidate to the extent that
the cumulative value of such activity by such individual does
not exceed $1,000 with respect to a single election. Prior
to January 8, 1980, the effective date of the 1979 Amendments,
this exemption was only $500. See former 2 U.S.C. S 431(e)(5)(D)
and former 11 C.F.R. S i00.7(b)(6).



Additionally, any unreimbursed payment from a volunteer'spersonal funds for usual and normal subsistence expenses
incidental to volunteer activity is not a contribution.
11 C.F.R. S l00.7(b)(8).

During a review of the Committee's expenditure records
the Audit staff noted a letter from Charles Wick to the
Reagan for President Committee dated January 18, 1980, requesting
a $19,478.59 reimbursement from the Committee for expenses
paid by Mr. Wick in conjunction with the primary election
campaign. 1/ According to the letter, the expenses were
incurred during the period of September 12, 1979, through
November 15, 1979, and were for such costs as limousine
charges ($766.05), hotel bills ($15,032.48), airline trips
($2,842.00) and miscellaneous items ($838.06). Mr. Wick's
letter states that the hotel accommodations were m"used as a
general headquarters and office for the New York Announcement
Dinner Ground Floor Committee" and it appears that the other
expenses for which Mr. Wick requests reimbursement were related
to that activity as well. Mr. Wick informed the Committee
that because he determined some expenditures he incurred

S to be "personal expenses," he did not bill the Committee for
. them, and that "[wihile the air fare represents first class
travel, we are billing you for the coach fare." 2/

Documentation accompanying Mr. Wick's January 18, 1980,
C ~letter indicates that his wife, Mary Jane Wick, paid at

least one of the bills which were later submitted to the
Committee for reimbursement. The bill was in the amount of

C9 $766.05 and was incurred for limousine services. Additionally,
a review of Commission records reveals that Mary Jane Wick

T made a $1,000 contribution to the Reagan for President
Committee on March 26, 1979.

The March 1980 report of the Committee reported a debt
S of $19,478.59 to Charles Wick for professional services and
0 fundraising expenses. The report for April 1980 reported
payment by the Committee of $19,478.59 to Charles Wick on
April 9, 1980. The expenditure was reported on the expenditure
schedule as being reimbursement for "hotel accommodations, air
travel and limousine service"; the corresponding debt schedule
reported the nature of the obligation to Charles Wick as having
been for "fundraising expenses."

1/ Charles Wick made a $1,000 contribution to the Reagan for
President Committee on March 26, 1979.

2/ The air fare charges represent nine one-way trips between
Los Angeles and New York plus one trip from Minneapolis to
New York. Six of the trips between Los Angeles and New York
were taken by Charles Wick. The remaining flights were taken
by Mrs. Wick. In the course of the audit, it as learned that
the Committee had adopted a policy of paying only coach fare
for persons traveling at Committee expense.
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It is the view of the General Counsel that an excessive
contribution of more than $18,712.54 ($19,478.59 less $766.05)
from Charles Wick and an excessive contribution of $766.05
from Mary Jane Wick existed as a result of the advances made
by them. 3/ The apparent violations are aggravated by the fact
that a full seven months elapsed from the time the Wicks incurred
some of the expenses to the time they were reimbursed, and three
months even elapsed from the time the Wicks billed the Committee
to the time they were reimbursed.

The Act plainly contemplates that an "advance ... of money
or anything of value" is a contribution. 2 U.S.C. S 431(8)(A)
(i); former 2 U.S.C. S 431(e)(l). While past Commission pro-
nouncements have indicated that individuals may incur expenses -
on behalf of political committees and receive subsequent reim-
burserment, 4/ the Commission has never indicated that the advances
made by such individuals are not contributions subject to the Act's
limitations if the advances are not reimbursed within a reason-

.., able time. This is no less so if the individual is expressly
designated as an agent of the candidate or committee.

In this instant matter, Mr. and Mrs. Wick appear not to have
been reimbursea for their expenses within a reasonable time. In

'2,

3/ The amount Charles Wick contributed to the Committee in
excess of the contribution limit constitutes the $18,712.54

Vn owed to Mr. Wick for hotel bills, airfare, and miscellaneous
'-4. items plus the difference between the first class and coach

rates for his wife on three airplane flights between New York
C and Los Angeles and one flight between Minneapolis and New

York. As stated above, only the coach rates of the flights
- were submitted to the Committee for reimbursement. As
SCharles Wick, not Mary Jane Wick, appears to have paid for

Mrs. Wick's flights, the $500 travel exemption then permitted
to Mr. Wick under the Act is not applicable to those fare
differences. However, the monetary difference in coach and
first class airplane fares for the six flights taken by
Mr. Wick should be considered to qualify under Mr. Wick's
exemption for travel expenses. Based upon documentation
attached to Mr. Wick's letter and information obtained from
a commercial airline, the rate difference for the six flights
would not have exceeded $500.

4/ In the Financial Control and Compliance Manual for Presi-
dential Candidates Receiving Public Financing (Primary Election
Financing), July 1979, at pp. 138-143, for example, it is stated
that a political committee should report the overall reimbursement
to an individual for expenditures on Schedule B, with memo entries
detailing the ultimate recipients and particulars of each expen-
diture above $l00. This implicitly approves of the concept of
individuals advancing funds to a political committee and
receiving reimbursement thereafter.
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the view of this office, it is a matter of considerableimportance that committees not be able to "ride" on the
credit of various individuals in a manner which enables
the committees to receive goods and services without
payment and enables the individuals to exceed their
applicable contribution limitations.

Recommendat ion

1. Find reason to believe Mary Jane Wick violated 2 U.S.c.
S 441a(a) (i)(A).

*%

0



• " FEDERAL ELECTION COMMISSION

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Ruth Jones
Ruth Jones, Ltd.
123 East 75th Street
New York, New York 10021

Re: MUR 1349

Dear Ms. Jones:

-- This is to inform you that the Commission considered
the issue of whether Ruth Jones, Ltd. violated 2 U.S.C.

~S 441b(a), a provision of the Federal Election Campaign
Act of 1971, as amended ("the Act"), by providing media

~services to the Reagan for President Committee at less
o than the usual and normal charge for such services.

However, the Commission did not find that there is reason
; ? to believe Ruth Jones, Ltd. violated the Act. Accordingly,

the Commission will take no action against Ruth Jones, Ltd.
~in this matter.

If you have any questions please contact Maura White,
~the staff member assigned to this matter, at 202-523-4060.

Sincerely, \

Charles N. Steele
General Counsel



~F EDE RAL ELECTION COM MISSIONEIP - WASHINGTON. D.C. 20463

April 27, 1981

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Ruth Jones
Ruth Jones, Ltd.
123 East 75th Street
New York, New York 10021

Re: MUR 1349

Dear Ms. Jones:

This is to inform you that the Commission considered
" the issue of whether Ruth Jones, Ltd. violated 2 U.S.C.

S 441b(a), a provision of the Federal Election Campaign
0 Act of 1971, as amended ("the Act"), by providing media
~services to the Reagan for President Committee at less

than the usual and normal charge for such services.
~However, the Commission did not find that there is reason

to believe Ruth Jones, Ltd. violated the Act. Accordingly,
~the Commission will take no action against Ruth Jones, Ltd.
. in this matter.

~If you have any questions please contact Maura White,
the staff member assigned to this matter, at 202-523-4060.



FEDERAL ELECTION COMMISSION
WASHINGTON, D C. 20463

MEMORANDUM TO:

FROM:

DATE:

SUBJECT:

APRIL 24, 1981

MUR 1349 Memorandum to the Commission, dated
4-22-81; Received in OCS, 4-22-81, 4:58

The above-named document was circulated to the

Commission on a 24 hour no-objection basis at11:OO,

April 23, 1981.

There were no objections to the memorandum at the

time of the deadline.

- *



April1 22, 1981

MEMORANDUM TO: Marjorie V. E .mns

FROM: Elissa T. Garr

UUBJECT: MUR 1349

" Please have the attached Memo distributed to the

Commission on a 24 hour no-objection basis. Thank you.



"T

FEDERAL ELECTION COMMISSION

April 22, 1981

MEMORANDUM TO: The Commission

FROM: Charles N. Steel,/j
General Counsel/

SUBJECT: MUR 1349

"- On April 7, 1981, during Executive Session, the Office
- of General Counsel agreed to revise certain portions of the

General Counsel's Factual and Legal Analyses to be sent to
~the Reagan for President Committee, Charles Wick, and Mary

Jane Wick. Additionally, the Commission did not determine
c that there is reason to believe Ruth Jones, Ltd. and the
, Reagan for President Committee violated 2 U.S.C. S 441b(a)

in regard to media services provided to the committee by
~Ruth Jones, Ltd.

T Attached for the Commission's approval are revised
letters, analyses, and questions to Charles Wick, Mary

~Jane Wick, Reagan for President Committee, and Ruth Jones,
Ltd., in accordance with the Commission's determinations.

Attachments:
Letters (4)



' FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Scott MacKenzie, Treasurer
Reagan for President Committee
901 South Highland Avenue
Arlington, Virginia 22204

Re: MUR 1349

Dear Mr. MacKenzie:

._ On April 7, 1981, the Federal Election Commission
determined that there is reason to believe your committee

" violated 2 U.S.C. SS 441b(a), 441a(f), 432(c), 433(c), 434
(b), and 434(b)(5)(A), provisions of the Federal Election

~Campaign Act of 1971, as amended ("the Act"). The Comm-
~ission further determined that there is no reason to

believe your committee violated 11 C.F.R. S 9034.4(a).
~The General Counsel's factual and legal analysis, which

formed a basis for the Commission's finding, is attached
0D for your information.

" Please be advised that the Commission also considered the

c issue of whether your committee violated 2 U.S.C. S 441b(a)
by accepting media services from Ruth Jones, Ltd. at less

~than the usual and normal charge for such services. However,
the Commission did not find that there is reason to believe

~your committee violated the Act. Accordingly, the Commission
will take no action against your committee in this matter.

Under the Act, you have an opportunity to demonstrate
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.
Additionally, please submit, under oath, answers to the
enclosed questions within 15 days of your receipt of this
letter.

In the absence of any additional information which
demonstrates that no further action should be taken against
youL, committee, the Commission may find probable cause to
believe that a violation has occurred and proceed with
formal conciliation. 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
request by letter.
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If you intend to be represented by counsel in this
matter, please advise the Commission by sending a letter
of representation which states the name, address, and
telephone number of the counsel, and authorizes such
counsel to receive all notifications and other communi-
cations from the Commission.

The investigation now being conducted will be confi-
dential in accordance with 2 U.S.C. S 437g(a)(4)(B) and
S 437g(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
description of the Commission's procedures for handling
possible violations of the Act. If you have any questions,
please contact Maura White, the staff member assigned to

N this matter, at 202-523-4060.

-- Sincerely,

Enclosures
X General Counsel's Factual and Legal Analysis

Procedures
Quest ions



FEDERAL ELECTION COMMISSION
GENERAL COUNSEL'S FACTUAL AND LEGAL ANALYSIS

DATE _________MUR 
NO. 1349

RESPONDENT Reagan f or President STAFF MEMBER & TEL. NO.
Committee Maura White

202-523-4060

SOURCE OF MUR: INTERNALLY GENERATED

SUMMARY OF ALLEGATIONS

Based on information obtained during the post-primary
audit of the Reagan for President Committee ("Committee"),
the Audit Division referred this matter to the Office of General

~Counsel. The Committee appears to have received excessive

contributions from individuals in violation of 2 U.S.C. S
"-- 441a(f), and two in-kind corporate contributions of a yet

%- undetermined amount in violation of 2 U.S.C. S 441b(a).
Also involved in this matter is the Committee's failure to

(:9 amend its statement of organization within ten days, failure

to keep an account of all expenditures made, failure to report

¢ certain contributions and expenditures incurred in connection

with a fundraising event, failure to report the receipt of an

in-kind contribution, and failure to report the ultimate re-

C) cipient of certain committee expenditures in violation of

2 U.S.C. SS 433(c), 432(c), 434(b), and 434(b)(5)(A). Finally,

~this matter includes the Committee's payment of a settlement

~agreement from its primary election account rather than its general
election account in possible violation of 11 C.F.R. S 9034.4(a).

02FACTUAL BASIS AND LEGAL ANALYSIS

A. Charles Wick and Mary Jane Wick

Section 441a(a)(1)(A) of Title 2, United States Code,
states that no person shall make contributions to any candidate

and his authorized political committees with respect to any
election to federal office which in the aggregate exceed $1,000.

Section 441a(f) further prohibits any political committee from

knowingly accepting any contribution in violation of the con-

tributioni limitations. The term "person" is defined at 2 U.S.C.
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S 431(11) to include an individual, partnership, committee,association, corporation, labor organization, or any other
organization or group of persons.

Pursuant to 2 U.S.C. S 431(8)(B)(iv) and section 100.7
(b)(8) of Commission Regulations, the term "contribution"
does not include any unreimbursed payment for travel expenses
made by any individual on behalf of any candidate to the
extent that the cumulative value of such activity by such
individual does not exceed $1,000 with respect to a single
election. Prior to January 8, 1980, the effective date of
the 1979 Amendments, this exemption was only $500. See
former 2 U.S.C. S 431(e)(5)(D) and former 11 C.F.R. S 100.7
(b)(6). Additionally, any unreimbursed payment from a
volunteer's personal funds for usual and normal subsistence
expenses incidental to volunteer activity is not a contribution.
11 C.F.R. S l00.7(b)(8).

O- During a review of the Committee's expenditure records
the Audit staff noted a letter form Charles Wick to the Reagan

- for President Committee dated January 18, 1980, requesting
a $19,478.59 reimbursement from the Committee for expenses
paid by Mr. Wick in conjunction with the primary electio
campaign. 1/ According to the letter, the expenses were

S incurred during the period of September 12, 1979, through
c November 15, 1979, and were for such costs as limousine

charges ($766.05), hotel bills ($15,032.48), airline trips
($2,842.00) and miscellaneous items ($838.06). Mr. Wick's
letter states that the hotel accommodations were "used as

S a general headquarters and office for the New York Announcement
Dinner Ground Floor Committee" and it appears that the other
expenses for which Mr. Wick requests reimbursement were

S related to that activity as well. Mr. Wick informed the
Committee that because he determined some expenditures he

' incurred to be "personal expenses," eddntbl h
Committee for them and that "[wihile the air fare represents

o first class travel, we are billing you for the coach fare." 2/

1__/ Charles Wick made a $1,000 contribution to the Reagan for
President Committee on March 29, 1979.

2/ The air fare charges represent nine one-way trips between
Los Angeles and New York plus one trip from Minneapolis to New
York. Six of the trips between Los Angeles and New York were
taken by Charles Wick. The remaining flights were taken by
Mary Jane Wick. In the course of the audit, it was learned
that the Committee had adopted a policy of paying only coach
fare for persons traveling at committee expense.



Documentation accompanying Mr. Wick's January 18, 1980,
letter indicates that his wife, Mary Jane Wick, paid at
least one of the bills which were later submitted to the
Committee for reimbursement. The bill was in the amount
of $766.05 and was incurred for limousine services. Additionally,
a review of Commission records reveals that Mary Jane Wick
made a $1,000 contribution to the Reagan for President
Committee on March 26, 1979.

The March 1980 report of the Committee reported a debt
of $19,478.59 to Charles Wick for professional services and

fundraising expenses. The report for April 1980 reported
payment by the Committee to Charles Wick on April 9, 1980, of
$19,478.59. The expenditure was reported on the expenditure
schedule as being reimbursement "for hotel accomodations, air
travel and limousine service"; the corresponding debt schedule
reported the nature of the obligation to Charles Wick as having

been for "fundraising expenses"

L It is the view of the General Counsel that an excessive
contribution of more than $18,712.54 ($19,478.59 less $766.05)

*" from Charles Wick and an excessive contribution of $766.05 from
Mary Jane Wick existed as a result of the advances made by them. 3/

" The apparent violations are aggravated by the fact that a full
~seven months elapsed front the time the Wicks incurred some of

the expenses to the time they were reimbursed, and three months
even elapsed from the time the Wicks billed the Committee to

~the time they were reimbursed.

~The Act plainly contemplates that an "advance ... of money
or anything of value" is a contribution. 2 U.S.C. S 431(8)(A)(i);
former 2 U.S.C. S 431(e)(i). While past Commission pronouncements
have indicated that individuals may incur expenses on behalf of

3/ The amount Charles Wick contributed to the Committee in
excess of the contribution limit constitutes the $18,712.54
owed to Mr. Wick for hotel bills, airfare, and miscellaneous
items plus the difference between the first class and coach
rates for his wife on three airplane flights between New York
and Los Angeles and one flight between Minneapolis and New
York. As stated above, only the coach rates of the flights were
submitted to the Committee for reimbu.rsement. As Charles
Wick, not Mary Jane Wick, appears to have paid for Mrs. Wick's
flights, the $500 travel exemption then permitted to Mr. Wick
under the Act is not applicable to those fare differences.
However, the monetary difference in coach and first class

i airplane fares for the six flights taken by Mr. Wick should
be considered to qualify under Mr. Wick's exemption for
travel expenses. Based upon documentation attached to
Mr. Wick's letter and information obtained from a commercial
airline, the rate difference for the six flights would not have

exceeded $500.
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political committees and receive subsequent reimbursement, 4/the Commission has never indicated that the advances made by
such individuals are not contributions subject to the Act's
limitations if the advances are not reimbursed within a
reasonable time. This is no less so if the individual is
expressly designated as an agent of the candidate or committee.

In the instant matter, Mr. and Mrs. Wick appear not
to have been reimbursed for their expenses within a reason-
able time. In the view of this office, it is a matter
of considerable importance that committees not be able
to "ride" on the credit of various individuals in a manner
which enables the committees to receive goods and services
without payment and enables the individuals to exceed their
applicable contribution limitations.

B. Improper reporting of the expenses incurred
by Charles Wick and Mary Jane Wick

Pursuant to 2 U.S.C. S 434(b)(5)(A) a political committee
"- is required to report the name and address of each person
_, to whom an expenditure in an aggregate amount or value in excess

of $200 within the calendar year is made to meet a candidate
- or committee operating expense, together with the date, amount,

and purpose of such operating expenditure. The
S Commission has required a committee to report the ultimate

recipient of an expenditure unless the expenditure was incurred
CO in connection with the travel and subsistence costs of a
>9 committee agent to whom an advance or reimbursement was made.

Financial Control and Cornpliance Manual for Presidential
Candidates Receiving Public Financing (Primary Election
Financing), July 1979, at pp. 129-130, 138-139.

In regard to the Committee's reporting of the repaymentC to Charles Wick, the Committee did not report, as required
9 by 2 U.S.C. S 434(b)(5)(A), the ultimate recipients of the
expenditures incurred by Mr. Wick on behalf of the Committee.

€O Rather, the Committee simply reported an expenditure to
Charles Wick on April 9, 1980, as reimbursement for hotel

4/ In the Financial Control and Compliance Manual for
Presidential Candidates Receiving Public Financing
(Primary Election Financing), July 1979, at pp. 138-143
for example, it is stated that a political committee
should report the overall reimbursement to an individual
for expenditures on Schedule B, with memo entries detailing
the ultimate recipients and particulars of each expenditure
above $100. This implicitly approves of the concept of
individuals advancing funds to a political committee and
receiving reimbursement thereafter.
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accomodations, air travel and limousine services. Based
upon documentation obtained during the audit, some of the
expenditures involved in this matter were in excess of
$200, the amount required to be itemized. The Committee,
therefore, should have reported the ultimate recipient of
all such expenditures except for those incurred by Mr. Wick
for his own travel and subsistence. The ultimate recipients
of the expenditures should have been reported as a memo entry.
I_d. 5/ In view of the Committee's failure to disclose the ul-
timate recipients of expenditures incurred by Charles Wick and
Mary Jane Wick on behalf of the Committee, the General Counsel
recommends that the Commission find reason to believe the
Committee violated 2 U.S.C. S 434(b})(5)(A).

C. Committee to Elect Reagan

Section 433(b) (6) of Title 2, United States Code,
requires a political committee to include on its statement

. of organization a listing of all banks or other depositories
used by the committee. A political committee is further

?' required by 2 U.S.C. S 433(c) to report any change in
information previously submitted in a statement of organization

" no later than ten days after the date of the change. Pursuant
to 2 U.S.C. S 432(c), the treasurer of a political committee

C) is required to keep an account of all contributions received and

all disbursements made by the committee. Section 434(b) of

Title 2, United States Code, requires a political committee to

' report all disbursements made by the committee.

(D A review of Committee records by the Audit staff revealed
- that the Committee received a $10,000 check dated May 19, 1980,

from the Committee to Elect Reagan. As the Committee to Elect
Reagan is not registered with the Commission, it is the
opinion of Audit that the Committee to Elect Reagan may be

! 9 a political committee under the Act and, therefore, subject
O to the contribution limitations.

5/ Specifically, it appears that the Committee should have repor-
Eed as a memo entry a $14,926.61 expenditure to the Mayfair Regent,
a $299.35 expenditure to National Car Rental, and the names of
the various airlines and costs of airplane tickets for flights

taken by Mary Jane Wick. In regard to the advance from Mary
Jane Wick for limousine costs, it appears that since the

expenditure was not incurred in relation to Mrs. Wick's own
travel, the ultimate recipient, Madden's Limousine Service,
should have been reported as well.
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According to the audit report, the transfer was recorded
by the Committee as an internal transfer and reported in unitemized
receipts. The audit report also stated that the transfer was in
conjunction with a fundraising event held in Oregon which raised
$14,417 in contributions (donations from 525 contributors)
less $4,417 in expenditures. Documentation obtained by the Audit
staff indicates that contributions to the fundraising event were
in the approximate amount of $25 or less and that the money
was raised through the "'Reagan for President' haurts"in
Linn County, Oregon. Additionally, Audit has noted that $4,417
in receipts and expenditures have not been reported by
the Committee and that the expenditure information has
not been obtained by the Committee. 6/

A review of the amended statements of organization
filed by the Committee has revealed that the Committee
amended its statement of organization on June 25, 1980
(received by the Commission on June 30, 1980) to include
as a committee depository the Oregon bank upon which

' the $10,000 check from the Committee to Elect Reagan had
4. been drawn. In view of this circumstance, it appears that

the Committee to Elect Reagan is not a separate political
.- committee subject to a $1,000 contribution limit, but

rather a Committee depository set up to facilitate fund-'
C') raising in Oregon. However, it is the view of the General

Counsel that since the Committee did not amend its state-
ment of organization until a month after the check was

S drawn on the Oregon bank, the Committee violated 2 U.S.C.
5 433(c). Additionally, since the Committee, through the

-_ period audited, had not maintained records relating to
the $4,417 in expenditures for the fundraising event,

" it is the view of the General Counsel that the Committee
violated 2 U.S.C. § 432(c) by failing to keep an account
of all disbursements made by the Committee, and 2 U.S.C.
§ 434(b) by failing to report certain contributions and
expenditures incurred in connection with the event.

D. Corporate and Business Contributions

Section 441b(a) of Title 2, United States Code,
prohibits any corporation from making any contribution
or expenditure in connection with any election to federal
office. The term "contribution" is defined at section
431(8)(A) to include any gift, subscription, loan, advance,

6/ Audit has noted, however, that the Committee did keep
an account of all contributions ($14,417) received.



or deposit of money or anything of value made by any person
for the purpose of influencing a federal election. Section
l0O.7(a)(l)(iii)(A) of Commission Regulations states that
the term "anything of value" includes all in-kind contri-
butions and that the provision of any goods or services
without charge, or at a charge which is less than the
usual and normal charge for such goods or services, is a
contribution. The amount of the in-kind contribution is the
difference between the usual and normal charge for
the goods or services at the time of the contribution
and the amount charged the political committee.
The term "usual and normal charge" for goods means
the price of those goods in the market from which
they ordinarily would have been purchased at the
time of the contribution; for any services it means
the hourly or piecework charge for the services at
a commercially reasonable rate prevailing at the time
services were rendered. 11 C.F.R. S 1O0.7(a)(iii)(B).

" Section 114.9(d) of Commission Regulations states
, that persons making use of corporate facilities, such as

using telephones or typewriters or borrowing office
t furniture for activity in connection with a federal

election, are required to reimburse the corporation
C within a commercially reasonable time in the amount of

the normal and usual charge for the use of the facilities.

4 During a review of Committee records the Audit staff
noted three invoices, two from corporations and one from
an apparently unincorporated business, for the use of
telephone banks at the rate of thirty-five cents ($.35)

S per telephone per day. Specifically, documentation obtained
during the audit of the Committee revealed that the Committee

t received an invoice from Chapman and Company (unincorporated)
. on June 3, 1980, for $8.40, from Warren Properties Realtors,

Inc. (incorporated) on April 30, 1980, for $10.50, and from
S Mercury Exploration Company (incorporated) on May 28, 1980,

for $3.15. 7/ As it is the opinion of the Audit Division
that the rate of thirty-five cents ($.35) per telephone
per day may not be a commercially reasonable rate for the
rental of the telephones here in question, this matter was
referred to the Office of General Counsel.

In addition to Commission Regulations concerning the
use of corporate and business facilities discussed above,
the Commission determined in Advisory Opinion 1978-34
that, in order for an in-kind contribution not to occur,
a political committee which uses corporate and noncorporate
business telephones must reimburse the business or
corporation for the cost of the phone calls made plus
whatever other costs would be subsumed in the normal

7/ The audit report noted that all three invoices were
promptly paid by the Committee.
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and usual charge for the rental value of such phones
in the normal market, including the use of office space,

utilities, and furniture to conduct the telephoning.
Thus, as it appears that the Committee did not reimburse

Mercury Exploration Company, Warren Properties Realtors,

Inc., and Chapman and Company in an amount fully equal to

the normal and usual charge for the use of the telephones,

it appears that the Committee received in-kind contributions

from Chapman and Company, Warren Properties Realtors, Inc.,

and the Mercury Exploration Company. As Warren Properties Real-

tors, Inc. and the Mercury Exploration Company are incorporated

businesses, it is the view of the General Counsel that the

Committee violated 2 U.S.C. S 441b(a). Moreover, it is

also the view of the General Counsel that the Committee
violated 2 U.S.C. S 434(b) by failing to report the receipt

of an in-kind contribution from Chapman and Company.

E. Ruth Jones, Ltd.

n ; Section 9032.9 of Commission Regulations dealing with

primary financing defines the term "qualified campaign e~xpense"

to mean a purchase, payment, distribution, loan, advance,

S deposit, or gift of money or anything of value incurred in

connection with a candidate's campaign for nomination. Section

' 9034.4(a) of Commission Regulations further provides that

all contributions received by an individual from the date he

C or she becomes a candidate, and all matching payments received

by the candidate, shall be used to defray qualified campaign

T expenses or to repay loans or otherwise restore funds which

C were used to defray qualified campaign expenses.

. The interim audit report for the Committee noted that

the Committee entered into a written agreement with Ruth

S Jones, Ltd., effective October 1, 1979, for the provision

of assistance in the planning of all media advertising for

the Reagan 1980 campaign. The letter of agreement states

that the Committee will pay Ruth Jones, Ltd. a $3,500
per week fee (payable on the last day of each month),

commencing with the effective date of the agreement
(October 1, 1979) through March 31, 1980, and that if it

was generally considered that Ronald Reagan had secured

the nomination by March 31, both parties would agree to

renegotiate the agreement "during the interim months until

planning [began] for the general election." The agreement

continues that:

[sihould the status of the nomination not

be clear by March 31, the original terms will

remain in force until July 31, when this agree-

ment will be renegotiated regarding fees to be

paid for general election service. In either

case it is agreed that, in the event Mr. Reagan
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is nominated, Ruth Jones, Ltd. will continueto handle the media services outlined through
the general election. [emphasis added]

Additionally, the agreement provides that the Committee
will pay all out-of pocket expenses incurred on its
behalf, including salaries of additional media buyers,
telephones, travel, and accounting costs in connection
with FEC reports, and will be billed at net cost (gross
less 15% agency commission). The audit report noted that
as of April 22, 1980, the Committee paid Ruth Jones, Ltd.
media advertising commissions of $91,433.50.

As a result of a disagreement over whether a con-
tractual obligation existed between the Committee and
Ruth Jones, Ltd. through the general election period,
both parties entered into a settlement agreement on
September 2, 1980. The agreement states that both parties:

agree that a fair and just legal settle-
" " ment of this matter, arising out of the primary,

would save both parties time and legal expenses,
~do mutually consider any contractual rights

created by the October 5, 1979 agreement terminated.
(emphasis added]

Moreover, pursuant to the agreement, the Committee paid
( Ruth Jones, Ltd. $30,000 in settlement of this matter.

" An issue raised by Audit concerning the Committee's
' business relationship with Ruth Jones, Ltd. is whether it

was permissible for the Committee to pay the entire $30,000
. settlement from its primary election account, rather than

its general election account, since the letter of agreement
( between the Committee and Ruth Jones, Ltd. stated that

Ruth Jones, Ltd. would be retained for the 1980 general
election, as well.

It is the view of the General Counsel that the
September 2, 1980, settlement agreement rescinded the
original contract of October 5, 1979, and constituted
a new contract. The language used in~ the subsequent
contract, "arising out of the primary" (see above),
clearly indicates that the settlement was--in connection
with primary election activities. In support of this view
is the fact that the fees paid to Ruth Jones, Ltd., when
reported as outstanding debts and obligations, were listed
as primary election debts and not as obligations incurred
in relation to the general election. In view of the
foregoing, it is the position of the General Counsel



that it was permissible under the Act for the Committee
to pay the settlement agreement from its primary election i
account and that the Committee did not violate 11 C.F.R. i
S 9034.4(a) .

Re commend a tion s i

I1. Find reason to believe the Reagan for President i~
Committee violated 2 U.S.C. SS 441a(f), 432(c), 433(c),
434(b), 434(b) (5) (A), and 441b(a).

2. Find no reason to believe the Reagan for
, President Committee violated 11 C.F.R. S 9034.4(a).



Questions To: Rein for President Committee*

1. In regard to the telephone banks provided to the Reagan

for President Committee by the Mercury Exploration Company,

please state the approximate cost to the Reagan for President

Committee of renting, in the commercial market, comparable

facilities (office space, telephones, etc.) for three days

in Fort Worth, Texas, during April and May 1980. Please

provide any evidence you have to demonstrate how the amount

paid to Mercury Exploration Company represents the commercially

reasonable rate prevailing at the time the services were rendered.

, 2. In regard to the telephone banks provided to the Reagan for

~President Committee by Warren Properties Realtors Inc., please

CD state the approximate cost to the Reagan for President Committee

of renting, in the commercial market, comparable facilities

(office space, telephones, etc.) for six days in Austin, Texas,
C)

during April 1980. Please provide any evidence you have to

C demonstrate how the amount paid to Warren Properties Realtors, Inc.

2 represents the commercially reasonable rate prevailing at the

o time the services were rendered.

3. In regard to the telephone banks provided to the Reagan

for President Committee by Chapman and Company, please state

the approximate cost to the Reagan for President Committee of

renting, in the commercial market, comparable facilities (office

space, telephones, etc.) in Lubbock, Texas, during May or June

1980. Please provide any evidence that you have to demonstrate

how the amount paid to Chapman and Company represents the

commercially reasonable rate prevailing at the time the

services were rendered.



~F EDERAL ELECTION COMMISSION~WASHINGTON, D.C. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Charles Wick
120 South Mapleton Drive
Los Angeles, CA 90024

Re. MUR 1349

Dear Mr. Wick:

On April 7, 1981, the Federal Election Commission
' determined that there is reason to believe you violated

2 U.S.C. S 441a(a)(1)(A), a provision of the Federal Election
~Campaign Act of 1971, as amended ("the Actt"), by making an
O excessive contribution of at least $18,712.54 to the Reagan

for President Committee. The General Counsel's factual and
O legal analysis, which formed a basis for the Commission's

finding, is attached for your information.

Under the Act, you have an opportunity to demonstrate
O 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. Additionally,
~please submit answers, under oath, to the enclosed questions

within fifteen days of your receipt of this letter.

~In absence of any additional information which demon-
strates that no further action should be taken against you,
the Commission may find probable cause to believe that a
violation has occurred and proceed with formal conciliation.
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 request by letter.



Letter to Charles Wick.... Page 2

If you intend to be represented by counsel in
this matter, please advise the Commission by sending
a letter of representation which states the name,
address, and telephone number of the counsel, and
authorizes such counsel to receive all notifications
and other communications from the Commission.

The investigation now being conducted will be
confidential in accordance with 2 U.S.C. $ 437g(a)(4)(B)
and S 437g(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
description of the Commission's procedures for handling
possible violations of the Act. If you have any questions,
please contact Maura White, the staff member assigned to

~this matter, at (202) 523-4060.

Sincerely,

Enclosures
- General Counsel's Factual and Legal Analysis

Procedures
CQuestions



EDE RAL ELECTION COMMISSION!,.

GENERAL COUNSEL'S FACTUAL AND LEGAL 9 ALYSIS iii!

DATE____________MUR NO. 1349

RESPONDENT Charles Wick STAFF MEMBER & TEL. NO.
Maura White
202-523-4060

SOURCE OF MUR: INTERNALLY GENERATED

SUMMARY OF ALLEGATIONS i

Based on information obtained during the post-primary i
audit of the Reagan for President Committee ("Committee"),
the Audit Division referred this matter to the Office of
General Counsel. Involved is an apparent excessive contri-

--" bution of more than $18,712.54 to the Committee from Charles
Wick in violation of 2 U.S.C. S 441a(a)(1)(A).

FACTUAL BASIS AND LEGAL ANALYSIS ...

CO Section 441a(a)(1)(A) of Title 2, United States Code, i

states that no person shall make contributions to any
candidate and his authorized political committees with

Crespect to any election to federal office which in the
aggregate exceed $1,000. Section 441a(f) further prohibits

" any political committee from knowingly accepting any contri-
~bution in violation of the contribution limitations. The

term "person" is defined at 2 U.S.C. S 431(11) to include
O an individual, partnership, committee, association, corporation,

labor organization, or any other organization or group of
~persons.

Pursuant to 2 U.S.C. S 431(8)(B)(iv) and section i00.7(b)(8)
of Commission Regulations, the term "contribution" does not
include any unreimbursed payment for travel expenses made by
any individual on behalf of any candidate to the extent that
the cumulative value of such activity by such individual does
not exceed $1,000 with respect to a single election. Prior
to January 8, 1980, the effective date of the 1979 Amendments,
this exemption was only $500. See former 2 U.S.C. S 431(e)(5)(D)
and former 11 C.F.R. § i00.7(b)(6).



Additionally, any unreimbursed payment from a volunteer'spersonal funds for usual and normal subsistence expenses
incidental to volunteer activity is not a contribution.
11 C.F.R. S i00.7(b)(8).

During a review of the Committee's expenditure records
the Audit staff noted a letter from Charles Wick to the
Reagan for President Committee dated January 18, 1980, requesting
a $19,478.59 reimbursement from the Committee for expenses
paid by Mr. Wick in conjunction with the primary election
campaign. 1/ According to the letter, the expenses were
incurred during the period of September 12, 1979, through
November 15, 1979, and were for such costs as limousine
charges ($766.05), hotel bills ($15,032.48), airline trips
($2,842.00) and miscellaneous items ($838.06). Mr. Wick's
letter states that the hotel accommodations were *used as a
general headquarters and office for the New York Announcement
Dinner Ground Floor Committee" and it appears that the other
expenses for which Mr. Wick requests reimbursement were related
to that activity as well. Mr. Wick informed the Committee

" that because he determined some expenditures he incurred
to b "prsoal xpeses" he did not bill the Committee for

S them, and that "[w~hile the air fare represents first class
S travel, we are billing you for the coach fare." 2/

~Documentation accompanying Mr. Wick's January 18, 1980,
letter indicates that his wife, Mary Jane Wick, paid at

C2  least one of the bills which were later submitted to the
Committee for reimbursement. The bill was in the amount of
$766.05 and was incurred for limousine services. Additionally,
a review of Commission records reveals that Mary Jane Wick
made a $1,000 contribution to the Reagan for President

" Committee on March 26, 1979.

~The March 1980 report of the Committee reported a debt
of $19,478.59 to Charles Wick for professional services and

? fundraising expenses. The report for April 1980 reported
.O payment by the Committee of $19,478.59 to Charles Wick on

April 9, 1980. The expenditure was reported on the expenditure
schedule as being reimbursement for "hotel accommodations, air
travel and limousine service"; the corresponding debt schedule
reported the nature of the obligation to Charles Wick as having
been for "fundraising expenses."

1_/ Charles Wick made a $1,000 contribution to the Reagan for
President Committee on March 26, 1979.

2/ The air fare charges represent nine one-way trips between
Los Angeles and New York plus one trip from Minneapolis to
New York. Six of the trips between Los Angeles and New York
were taken by Charles Wick. The remaining flights were taken
by Mrs. Wick. In the course of the audit, it as learned that
the Committee had adopted a policy of paying only coach fare
for persons traveling at Committee expense.

O -- 2 --
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It is the view of the General Counsel that an excessive
contribution of more than $18,712.54 ($19,478.59 less $766.05)
from Charles Wick and an excessive contribution of $766.05
from Mary Jane Wick existed as a result of the advances made
by them. 3/ The apparent violations are aggravated by the fact
that a full seven months elapsed from the time the Wicks incurred
somle of the expenses to the time they were reimbursed, and three
months even elapsed from the time the Wicks billed the Committee
to the time they were reimbursed.

The Act plainly contemplates that an "advance ... of money
or anything of value" is a contribution. 2 U.S.C. S 431(8)(A)
(i); former 2 U.S.C. S 431(e)(i). While past Commission pro-
nouncements have indicated that individuals may incur expenses
on behalf of political committees and receive subsequent reim-
bursement, 4/ the Commu~ission has never indicated that the advances
made by such individuals are not contributions subject to the Act's
limitations if the advances are not reimbursed within a reason-
able time. This is no less so if the individual is expressly

S desiynated as an agent of the candidate or committee.

In this instant matter, Mr. and Mrs. Wick appear not to have
been reimbursed for their expenses within a reasonable time. In

3/ The amount Charles Wick contributed to the Committee in
S excess of the contribution limit constitutes the $18,712.54

owed to Mr. Wick for hotel bills, airfare, and miscellaneous
T items plus the difference between the first class and coach
. rates for his wife on three airplane flights between New York

and Los Angeles and one flight between Minneapolis and New
C- York. As stated above, only the coach rates of the flights

were submitted to the Committee for reimbursement. As
: Charles Wick, not Mary Jane Wick,' appears to have paid for

Mrs. Wick's flights, the $500 travel exemption then permitted
to Hr. Wick unaer the Act is not applicable to those fare
differences. However, the monetary difference in coach and
first class airplane fares for the six flights taken by
Mr. Wick should be considered to qualify under Mr. Wick's
exemption for travel expenses. Based upon documentation
attached to Mr. Wick's letter and information obtained from
a commercial airline, the rate differenbze for the six flights
would not have exceeded $500.

4/ In the Financial Control and Compliance Manual for Presi-
dential Candidates Receiving Public Financing (Primary Election
Financing), July 1979, at pp. 138-143, for example, it is stated
that a political committee should report the overall reimbursement
to an individual for expenditures on Schedule B, with memo entries
detailing the ultimate recipients and particulars of each expen-
diture above $100. This implicitly approves of the concept of
individuals advancing funds to a political committee and
receiving reimbursement thereafter.
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the view of this office, it is a matter of considerable
importance that committees not be able to "ride" on the
credit of various individuals in a manner which enables
the committees to receive goods and services without
payment and enables the individuals to exceed their
applicable contribution limitations.

Recommendation

1. Find reason to believe Charles Wick violated 2 U.S.C.
S 441a(a) (l)(A).

/



Questions: Charles Wick

1. In regard to the $19,478.59 reimbursement you requested

from the Reagan for President Committee on January 18,

1980, please state, for any amount you were reimbursed

but for which you did not originally make payment, the

name of the person(s) who made payment, and, if known,

the amount, date, and, method of payment. For each payment

please also state the name of the person or entity who

provided the goods or services.

2. Please state the monetary difference between the

cost of first class airfare and coach airfare on all airplane
C.

flights taken by Mary Jane Wick which were submitted to

. the Reagan for President Committee for reimbursement on

C January 18, 1980.



. FEDERAL ELECTION COMMISSION
WASHINGTON. D C. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mary Jane Wick
120 South Mapleton Drive
Los Angeles, California 90024

Re. MUR 1349

Dear Mrs. Wick:

~On April 7, 1981, the Federal Election Commission

determined that there is reason to believe you violated
2 U.S.C. S 441a(a)(l)(A) a provision of the Federal Election

, Campaign Act of 1971, as amended ("the Act"), by making an

excessive contribution of $766.05 to the Reagan for
CD President Committee. The General Counsel's factual and

legal analysis, which formed a basis for the Commission's

cc finding, is attached for your information.

Under the Act, you have an opportunity to demonstrate
t' that no action should be taken against you. Please submit

any factual or legal materials which you believe are relevant
- T to the Commission's consideration of this matter. Your

response should be submitted within 15 days of your receipt

C) of this letter.

In the absence of any additional information which
o9 demonstrates that no further action should be taken against

your the Commission may find probable cause to believe that

a violation has occurred and proceed with formal conciliation.
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 request by letter.
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If you intend to be represented by counsel in this
matter, please advise the Commission in writing by sending
a letter of representation which states the name, address,
and telephone number of the counsel, and authorizes such
counsel to receive all notifications and other communi-
cations from the Commission.

The investigation now being conducted will be confi-
dential in accordance with 2 U.S.C. S 437g(a)(4)(B) and
S 437g(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
description of the Commission's procedures for handling
possible violations of the Act. If you have any questions,
please contact Maura White, the staff member assigned to

o this matter, at (202) 523-4060.

" Sincerely,

Enclosures
~General Counsel's Factual and Legal Analysis

Procedures



DATE___________MUR NO. 1349 !

RESPONDENT Mary Jane Wick STAFF MEMBER & TEL. NO.
Maura White
202-523-4060

SOURCE OF MUR: INTERNALLY GENERATED

SUMMARY OF ALLEGATIONS !

Based on information obtained during the post-primary•
audit of the Reagan for President Committee ("Committee"),
the Audit Division referred this matter to the Office of

c General Counsel. Involved is an apparent excessive $766.05
contribution to the Committee by Mary Jane Wick in violation
of 2 U.S.C. S 441a(a)(1)(A).

o' FACTUAL BASIS AND LEGAL ANALYSISi

Section 441a(a)(l)(A) of Title 2, United States Code,
states that no person shall make contributions to any

t' candidate and his authorized political committees with
respect to any election to federal office which in the

~aggregate exceed $1,000. Section 441a(f) further prohibits
any political committee from knowingly accepting any contri-

T. bution in violation of the contribution limitations. The
. term "person" is defined at 2 U.S.C. S 431(11) to include

an individual, partnership, committee, association, corporation,
~labor organization, or any other organization or group of

persons.

Pursuant to 2 U.S.C. S 431(8)(B)(iv) and section l00.7(b)(8)
of Commission Regulations, the term "contribution" does not
include any unreimbursed payment for travel expenses made by
any individual on behalf of any candidate to the extent that
the cumulative value of such activity' by such individual does
not exceed $1,000 with respect to a single election. Prior
to January 8, 1980, the effective date of the 1979 Amendments,
this exemption was only $500. See former 2 U.S.C. S 431(e)(5)(D)
and former 11 C.F.R. 5 l00.7(b)(6).
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Additionally, any unreimbursed payment from a volunteer'spersonal funds for usual and normal subsistence expenses
incidental to volunteer activity is not a contribution.
11 C.F.R. S l00.7(b)(8).

During a review of the Committee's expenditure records
the Audit staff noted a letter from Charles Wick to the
Reagan for President Committee dated January 18, 1980, requesting
a $19,478.59 reimbursement from the Committee for expenses
paid by Mr. Wick in conjunction with the primary election
campaign. 1/ According to the letter, the expenses were
incurred during the period of September 12, 1979, through
November 15, 1979, and were for such costs as limousine
charges ($766.05), hotel bills ($15,032.48), airline trips
($2,842.00) and miscellaneous items ($838.06). Mr. Wick's
letter states that the hotel accommodations were "used as a
general headquarters and office for the New York Announcement
Dinner Ground Floor Committee" and it appears that the other
expenses for which Mr. Wick requests reimbursement were related

- to that activity as well. Mr. Wick informed the Committee
that because he determined some expenditures he incurred

=9 to be "personal expenses," he did not bill the Committee for
_. them, and that "[wihile the air fare represents first class

travel, we are billing you for the coach fare." 2/

Documentation accompanying Mr. Wick's January 18, 1980,
C letter indicates that his wife, Mary Jane Wick, paid at

least one of the bills which were later submitted to the
Committee for reimbursement. The bill was in the amount of
$766.05 and was incurred for limousine services. Additionally,
a review of Commission records reveals that Mary Jane Wick

" made a $1,000 contribution to the Reagan for President
Committee on March 26, 1979.

C
The March 1980 report of the Committee reported a debt

of $19,478.59 to Charles Wick for professional services and
fundraising expenses. The report for April 1980 reported
payment by the Committee of $19,478.59 to Charles Wick on
April 9, 1980. The expenditure was reported on the expenditure
schedule as being reimbursement for "hotel accommodations, air
travel and limousine service"; the corresponding debt schedule
reported the nature of the obligation to Charles Wick as having
been for "fundraising expenses."

1/ Charles Wick made a $1,000 contribution to the Reagan for
President Committee on March 26, 1979.

2/ The air fare charges represent nine one-way trips between
Los Angeles and New York plus one trip from Minneapolis to
New York. Six of the trips between Los Angeles and New York
were taken by Charles Wick. The remaining flights were taken
by Mrs. Wick. In the course of the audit, it as learned that
the Committee had adopted a policy of paying only coach fare
for persons traveling at Committee expense.
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It is the view of the General Counsel that an excessive
contribution of more than $18,712.54 ($19,478.59 less $766.05) !
from Charles Wick and an excessive contribution of $766.05
from Mary Jane Wick existed as a result of the advances made
by them.3/ The apparent violations are aggravated by the fact
that a full seven months elapsed from the time the Wicks incurred
some of the expenses to the time they were reimbursed, and three
months even elapsed from the time the Wicks billed the Committee
to the time they were reimbursed.

The Act plainly contemplates that an "advance ... of money i
or anything of value" is a contribution. 2 U.S.C. S 431(8)(A) i
(i); former 2 u.S.C. s 431(e)(i). While past Commission pro-
nouncements have indicated that individuals may incur expenses
on behalf of political committees and receive subsequent reim-
bursement, 4/ the Commission has never indicated that the advances
made by such individuals are not contributions subject to the Act's
limitations if the advances are not reimbursed within a reason-
able time. This is no less so if the individual is expressly

S designated as an agent of the candidate or committee.

~In this instant matter, Mr. and Mrs. Wick appear not to have
been reimbursed for their expenses within a reasonable time. In

3/ The amount Charles Wick contributed to the Committee in
excess of the contribution limit constitutes the $18,712.54
owed to Mr. Wick for hotel bills, airfare, and miscellaneous
items plus the difference between the first class and coach
rates for his wife on three airplane flights between New York
and Los Angeles and one flight between Minneapolis and H~ew

c York. As stated above, only the coach rates of the flights
were submitted to the Committee for reimbursement. As
Charles Wick, not Nary Jane Wick, appears to have paid for
Mrs. Wick's flights, the $500 travel exemption then permitted

c to Mr. Wick under the Act is not applicable to those fare
differences, however, the monetary difference in coach and
first class airplane fares for the six flights taken by
Mr. Wick should be considered to qualify under Mr. Wick's
exemption for travel expenses. Based upon documentation
attached to Mr. Wick's letter and information obtained from
a commercial airline, the rate difference for the six flights
would not have exceeded $500.

4/ In the Financial Control and Compliance Manual for Presi-
dential Candidates Receiving Public Financing (Primary Election
Financing), July 1979, at pp. 138-143, for example, it is stated
that a political comraittee should report the overall reimbursement
to an individual for expenditures on Schedule B, with memo entries
detailing the ultiraate recipients and particulars of each expen-
diture above $i00. This implicitly approves of the concept of
individuals advancing funds to a political comamittee and
receiving reimbursement thereafter.
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the view of this office, it is a matter of considerable
importance that committees not be able to "ride" on the
credit of various individuals in a manner which enables
the committees to receive goods and services without
payment and enables the individuals to exceed their
applicable contribution limitations.

Recommendation

1. Find reason to believe Mary Jane Wick violated 2 U.S.c.
S 441a(a)(1)(A).

C



FEDERAL ELECTION COMMISSION
WIPMU* WASHINGTON, DC. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Ruth Jones
Ruth Jones, Ltd.
123 East 75th Street
New York, New York 10021

Re: MUR 1349

Dear Ms. Jones:

~This is to inform you that the Commission considered
the issue of whether Ruth Jones, Ltd. violated 2 U.S.C.
$S 441b(a), a provision of the Federal Election Campaign
Act of 1971, as amended ("the Act"), by providing media

O services to the Reagan for President Committee at less
than the usual and normal charge for such services.
However, the Commission did not find that there is reason
to believe Ruth Jones, Ltd. violated the Act. Accordingly,
the Commission will take no action against Ruth Jones, Ltd.

C- in this matter.

" If you have any questions please contact Maura White,

~the staff member assigned to this matter, at 202-523-4060.

Sincerely,

Charles N. Steele
General Counsel



BEFORE T[HE FEDER AL !E~CtIN CCMIU.SIZ

In the Matter of)
)

Reagan for President Quimittee )
Charles Wick ) M43R 1349
ary Jane Wick )

Ruth Jones, Ltd.)
Warren Properties Realtors, Inc.)
NcuyExploration Co.)

CE rIFICATIONI

I, Lena L. Stafford, Recording Secretary for the Federal

Election Omruission's Executive Session on April 7, 1981, do hereby

certify that the Ccuission took the following actions in MIR 1349:

i_ . Decided on a vot of 4-2 to FIND REAS(IN TO BELIEV
(2harles Wick violated 2 U.S.C. S441a (a) (1) (A) by

O advancing funds to the Reagan for President Qrmittee.

¢ Qmmissioners Harris, 1Raiche, 2.humscrk, and Tiernan
voted affirmatively. Qiimissioners Aikens and
?4cGarry dissented.

2. Decided on a vote of 4-2 to FIND REASONI TO BELIEVE
- Mary Jane Wick violated 2 U.S.C. S441a (a) (1) (A) by

advancing funds to the Reagan for President Comittee.

Cumissicners Harris, Reiche, I ~no, and Tiernan
• - voted affirmatively. QCuissioners Aikens and

t arry dissented.

3. Decided on a vote of 4-2 to FIND REASON~ TO BE.EV
the Reagan for President Qiwnittee violated 2 U.S.C.
S441a f) in regard to the advances frum Charles Wick
and Mary Jane Wick.

Commiissioners Harris, Ieiche, Thomnson, and Tiernan
voted affirmatively. Oxrnssioners Aikens and
!kGrydissented.

(continued)



CERPFICATION (continued) Page 2
MUJR 1349 - First General Counsel' s Report

dated March 12, 1981

4. Decided on a vote of 5-0 to FIND REAS( O 10.LIVE
the Reagan for President Ccurittee violated 2 U.S.c.
S434(b) (5) (A) in regard to reporting expenditures
advanced by Charles and Nary Jane Wick.

Omirnssioners Harris, Mb rr, Reiche, Thcuon, and
Tiernan voted affirmatively. Oumissioner Aikens
abstained.

5. Decided on a unaninous vote of 6-0 to FIND REASON
10 BELIEVE the Reagan for President Ccxurittee

violated 2 U.S.C. SS432(c), 433(c) and 434(b) in
regard to the activities of the Oregon depository.

" 6. Failed on a vote of 3-3 to FIND REASON 10 BELIEVE
.:,.the Reagan for President Ocmnittee violated 2 U.S.C.

S441b(a) in regard to Ruth Jones, Ltd.

ommissioners Harris, Reiche, and Tiernan voted
Saffirmatively. COuissioners Aikens, !eMGrr,
~and Thcmison dissented.

9 7. Failed on a vote of 3-3 to FIND REASON 10 BELIEVE
Ruth Jones, Ltd. violated 2 U.S.C. S441b(a).

Caiiissioners Harris, Reiche, and Tiernan voted
" affirmatively. Ociirissioners Aikens, !kGar,
~and Tnarson dissented.

:O 8. Decided on a unanimous vote of 6-0 to FIND NO
REASON 10 BELIEVE the Reagan for President
Ca lttee violated 11 C.F.R. S9034.4(a) in
regard to payment of the settlement to Ruth
Jones, Ltd.

9. Decided on a vote of 5-1 to FIND REASO 10 ELIVE
the Reagan for President Commiittee, Mercury
Eploration Ocray, and Warren Properties Realtors,
Inc. violated 2 U.S.C. S441b(a) in regard to telephone
services provided by the latter two organizations.

Camiissioners Harris, M rr, Reiche, 1-xro, and
Tiernan voted affirmatively. Commnissioner Aikens
dissented.



CEPFCATION (continued) Page 3
MU3R 1349 - First General Counsel' s Report i

dated March 12, 1981

10. Decided on a vote of 5-1 to FIND REASON '10 BELIEVE
the Reagan for President Oxtrmittee violated 2 U.S.c.
S434 (b) in regard to an in-kind contribution fraim
( a ia ax iray.

Ccxmmissioners Harris, !4Gar, Paiche, Thcrwscn, andi
Tiernan voted affirmatively. Qamissioner Aikens
dissented.

11. Approved BY UNIMOUlS OOSNT the questions andi the
letters, as amended to be circulated for Qommission
approval, attached to the First General Counsel's
Report dated March 12, 1981, with the exception of
the letters in regard to Ruth Jones, Ltd.

.- Attest:

Late Lena L. Stafford
Recording Secretary

c



~FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

MRMORANDUM TO : CHARL.ES STEELE k.'

FROM: MARJORIE W. EMM ONS/JODY CUSTER

DATE: MARCH 17, 1981

SUBJECT: OBJECTION - MUR 1349, First General Counsel's
Report; Received in OCS, 3-12-81, 11:03

The above-named document was circulated on a 48

hour vote basis at 4:00, March 12, 1981.

" :"Couissioners McGarry and Aikens submitted objections

on March 16, 1981 at 1:29 and 3:53 p.m., respectively.

This .matter will be placed on the Executive Session

Agenda for Tuesday, March 24, 1981.
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March 12, 1981

MEMORANDUM TO: Marjorie W. Euuions

FROM: Elissa T. Garr

SUBJECT: MUR 1349

Please have the attached First GC Report distributed

- to theCCommission on a 48 hour tally basis. Thank you.



FE& L ELECTION COMMISSION

FIRST GENERAL COUNSEL'S REPORT i;

DATE AND TIME OF TRANSMITTAL O/ .-

BY OGC TO THE COMMISSION LV' STAPF -. te "

SOURCE OF MUR: INTERNALLY GENERATED

RESPONDENT'S NAME: Reagan f or President Committee; Charles Wick;
Mary Jane Wick; Ruth Jones, Ltd.; Warren Prop-
erties Realtors, Inc.; Mercury Exploration Co.

RELEVANT STATUTE: 2 U.S.C. SS 432(c), 433(c), 434(b), 434(b)(5)(A),
441a(a)(l)(A), 441a(f), 441b(a), 11 C.F.R.
S 9034.4(a)

INTERNAL REPORTS CHECKED: Public records

o FEDERAL AGENCIES CHECKED: None

SUMMARY OF ALLEGATIONS

Q Based on information obtained during the post-
. primary audit of the Reagan for President Committee

("Committee"), this matter was referred to the Office
~of General Counsel (Attachment 1). 1/ This matter

involves the Committee's apparent receipt of an ex-
, - cessive contribution from an individual, as well as

the Committee's failure to amend its statement of
~organization within ten days, failure to report

certain receipts and expenditures, and failure to
maintain certain expenditure records. Also involved

9 is the Committee's apparent receipt of corporate
and unreported contributions due to its payment
of less than the normal and usual charge to a
corporate advertising firm for services rendered,
and less than the normal and usual charge to two
corporations and one unincorporated business for the
use of telephones. In regard to the advertising firm,
this matter also involves the question of whether the
payment from the Committee to the firm, pursuant to
a contract settlement, should have been made from the
general election account instead of the primary election
account.

1/ The interim post-primary audit of the Committee covered
the period January 1, 1980, through July 31, 1980.
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FACTUAL BASIS & LEGAL ANALYSIS

A. Charles Wick

Section 441a(a)(l)(A) of Title 2, United States Code,
states that no person shall make contributions to any
candidate and his authorized political committees with
respect to any election to federal office which in the
aggregate exceed $1,000. Section 441a(f) further prohibits
any political committee from knowingly accepting any contri-
bution in violation of the contribution limitations. The
term "person" is defined at 2 U.S.C. S 431(11) to include
an individual, partnership, committee, association, corporation,

6- labor organization, or any other organization or group of
--- persons.

Pursuant to 2 U.S.C. S 431(8)(B)(iv) and section l00.7(b)(8)
of Commission Regulations, the term "contribution" does not

~include any unreimbursed payment for travel expenses made by
any individual on behalf of any candidate to the extent that

co the cumulative value of such activity by such individual does
S not exceed $1,000 with respect to a single election. Prior

to January 8, 1980, the effective date of the 1979 Amendments,
(2 this exemption was only $500. See former 2 U.S.C. S 431(e)(5)

(D) and former 11 C.F.R. S l00.7(b)(6). Additionally, any
unreimbursed payment from a volunteer's personal funds for
usual and normal subsistence expenses incidential to
volunteer activity is not a contribution. 11 C.F.R. S 100.7

. (b)(8).

~During a review of the Committee's expenditure records
the Audit staff noted a letter from Charles Wick to the
Reagan for President Committee dated January 18, 1980, requesting
a $19,478.59 reimbursement from the Committee for expenses
paid by Mr. Wick in conjunction with the primary election
campaign (Attachment 2). 2/ According to the letter, the

2/ Charles Wick made a $1,000 contribution to the Reagan for
President Committee on March 26, 1979. A review of Commission
records has not revealed any other contributions to federal
candidates or political committees by Mr. Wick during 1979-1980.
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expenses were incurred during the period of September 12, 1979,through November 15, 1979, and were for such costs as limousine
charges ($766.05), hotel bills ($15,032.48), airline trips($2,842.00) and miscellaneous items ($838.06). Mr. Wick's
letter states that the hotel accommodations were "used as a
general headquarters and office for the New York Announcement
Dinner Ground Floor Committee" and it appears that the other
expenses for which Mr. Wick requests reimbursement were relatedto that activity as well. Mr. Wick informed the Committee thatbecause he determined some expenditures he incurred to bepersnalexpeses" he did not bill the Committee for them 3/,
and that "[wihile the air fare represents first class travel,we are billing you for the coach fare." 4/

Documentation accompanying Mr. Wick's January 18, 1980,letter indicates that his wife, Mary Jane Wick, paid atleast one of the bills which were later submitted to the Committee
for reimbursement. The bill was in the amount of $766.05 andwas incurred for limousine services. Additionally, a reviewof Commission records reveals that Mary Jane Wick made a $1,000
contribution to the Reagan for President Committee on March 26,

' 1979.

The March 1980 report of the Committee reported a debtof $19,478.59 to Charles Wick for professional services and
fundraising expenses (Attachment 3). The report for April0) 1980 reported payment by the Committee to Charles Wick on

S April 9, 1980, of $19,478.59. The expenditure was reportedon the expenditure schedule as being reimbursement "for hotelS accommodations, air travel and limousine service" (Attachment 4);the corresponding debt schedule reported the nature of the"- obligation to Charles Wick as having been for "fundraising
expenses" (Attachment 5).

S 3/ Mr. Wick stated that he determined "substantial sums ofmoney involving entertainment and/or business meetings withthe people involved as volunteers in the New York AnnouncementDinner effort" to be personal expenses, but that liquor purchased
at the hotel suite for meetings was not considered a personal
expense. Mr. Wick further stated that "all personal meals anditems of a personal nature," as well as a personal limousine
ride, were not included in the items to be reimbursed.

4/ The air fare charges represent nine one-way trips between
Los Angeles and New York plus one trip from Minneapolis toNew York. Six of the trips between Los Angeles and New Yorkwere taken by Charles Wick. The remaining flights were takenby Mrs. Wick. In the course of the audit, it was learned thatthe Committee had adopted a policy of paying only coach fare
for persons traveling at committee expense.
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It is the view of the General Counsel that an excessivecontribution of more than $18,712.54 ($19,478.59 less $766.05)
from Charles Wick and an excessive contribution of $766.05
from Mary Jane Wick existed as a result of the advances made
by them. 5/ The apparent violations are aggravated by the
fact that a full seven months elapsed from the time the
Wicks incurred some of the expenses to the time they were
reimbursed, and three months even elapsed from the time the
Wicks billed the Committee to the time they were reimbursed.

The Act plainly contemplates that an "advance ... of
money or anything of value" is a contribution. 2 U.S.C.
S 431(8)(A)(i); former 2 U.S.C. S 431(e)(l). While past
Commission pronouncements have indicated that individuals
may incur expenses on behalf of political committees and
receive subsequent reimbursement, 6/ the Commission has
never indicated that the advances made by such individuals
are not contributions subject to the Act's limitations.

"- Indeed, it would undermine the purposes of the contribution
. limitations if an individual could incur massive expenditures

for a candidate or committee with his or her own funds without
. affecting his or her contribution limitations. This

is no less so if the individual is expressly designated as an
, agent of the candidate or committee. The candidate or committee

C..

5/ The amount Charles Wick contributed to the Committee in
S excess of the contribution limit constitutes the $18,712.54

owed to Mr. Wick for hotel bills, airfare, and miscellaneous
S items plus the difference between the first class and coach

rates for his wife on three airplane flights between New York
and Los Angeles and one flight between Minneapolis and New

? York. As stated above, only the coach rates of the flights
were submitted to the Committee for reimbursement. As

S Charles Wick, not Mary Jane Wick, appears to have paid for
Mrs. Wick's flights, the $500 travel exemption then permitted
to Mr. Wick under the Act is not applicable to those fare
differences. However, the monetary difference in coach and
first class airplane fares for the six flights taken by
Mr. Wick should be considered to qualify under Mr. Wick's
exemption for travel expenses. Based upon documentation
attached to Mr. Wick's letter and information obtained from
a commercial airline, the rate difference for the six flights
would not have exceeded $500.

6/ In the Financial Control and Compliance Manual for Presi-
dential Candidates Receiving Public Financing (Primary Election
Financing), July 1979, at pp. 138-143, for example, it is stated
that a political committee should report the overall reimbursement
to an individual for expenditures on Schedule B, with memo entries
detailing the ultimate recipients and particulars of each expen-
diture above $100. This implicitly approves of the concept of
individuals advancing funds to a political committee and
receiving reimbursement thereafter.



-5-

plainly enjoys the benefit of the goods or services from
the moment they are purchased by the individual. The
transaction represents a contribution as long as the
advance is unreimbursed and, in that sense, it resembles
a loan transaction (which is clearly subject to the
contribution limitations).

In the General Counsel's view the contribution arises
from the moment the individual makes payment for the goods
or services, i.e., at the time cash, a check, or a credit
card is tendered. At that point the vendor receives either
money, a negotiable instrument, or a firm contractual right
to payment, and the candidate or committee receives goods
or services through the efforts of the individual. At that
point also, there will be a written receipt or other documen-
tation available to evidence the date, amount, purpose,
and payee of the transaction. See 2 U.S.C. S 432(c)(5).

It is true that Commission regulations, at 11 C.F.R.
S l0O.7(a)(4), provide that the term "contribution" does
not include the extension of credit by any person for a

. lenth of time within normal business or trade practice.
However, this limited exemption is geared toward businesses
and commercial vendors which have established, standardized
billing cycles whereby goods or services are routinely provided

¢9 first and paid for later. Individuals carrying out volunteer
... political activities, rather than business or commercial

activities, cannot claim the benefit of this exemption, in
the General Counsel's view.

T In the instant matter, because Mr. and Mrs. Wick
had already each contributed $1,000 to the Committee, they

S were not entitled to advance additional sums to the Committee.
S.. The Committee should have either paid for the various expenses
" directly by committee check or advanced funds to the Wicks to
: enable them to incur the expenses. In the view of this office,

it is a matter of considerable importance that committees not
be able to "ride" on the credit of various individuals in a
manner which enables the committees to receive goods and
services without payment and enables the individuals to exceed
their applicable contribution limitations. 7/

7/ It would not be impermissible for individuals who had not
reached their contribution limit to advance funds to a
candidate or committee as long as the advance did not cause
an excessive contribution. Thus, for example, individuals
authorized by a candidate's committee to carry out committee
activities will ordinarily be able to make expenditures from
their personal funds for items which are needed on short
notice. Such expenditures, however, will not be able to
exceed $1,000 when aggregated with any other outstanding
contributions by that individual.



B. Improper reporting of the expenses
incurred by Charles Wick and Mary Jane Wick

Pursuant to 2 U.S.C. S 434(b)(5)(A) a political
committee is required to report the name and address
of each person to whom an expenditure in an aggregate
amount or value in excess of $200 within the calendar
year is made to meet a candidate or committee operating
expense, together with the date, amount, and purpose
of such operating expenditure. The Commission
has required a committee to report the ultimate recipient
of an expenditure unless the expenditure was incurred in
connection with the travel and subsistence costs of a
committee agent to whom an advance or reimbursement was
made. Financial Control and Compliance Manual for Presi-
dential Candidates Receiving Public Financing (Primary
Election Financing), July 1979, at pp. 129-130, 138-139.

In regard to the Committee's reporting of the repayment
S to Charles Wick, the Committee did not report, as required

by 2 U.S.C. S 434(b)(5)(A), the ultimate recipients of the
expenditures incurred by Mr. Wick on behalf of the Committee.
Rather, the Committee simply reported an expenditure to
Charles Wick on April 9, 1980, as reimbursement for hotel

C accomodations, air travel and limousine services. Based
upon documentation obtained during the audit, some of the

" expenditures involved in this matter were in excess of $200,
the amount required to be itemized. The Committee, therefore,
should have reported the ultimate recipient of all such

C expenditures except for those incurred by Mr. Wick for his
own travel and subsistence. The ultimate recipients of the

" expenditures should have been reported as a memo entry. Id. 8/
In view of the Committee's failure to disclose the ultimate-

~recipients of expenditures incurred by Charles Wick and
.... Mary Jane Wick on behalf of the Committee, the General

• . Counsel recommends that the Commission find reason to
believe the Committee violated 2 U.S.C. § 434(b)(5) (A).

8/ Specifically, it appears that the Committee should have
reported as a memo entry a $14,926.61 expenditure to the
Mayfair Regent, a $299.35 expenditure to National Car Rental,
and the names of the various airlines and costs of airplane
tickets for flights taken by Dlary Jane Wick. In regard to
the advance from Mary Jane Wick for limousine costs, it appears
that since the expenditure was not incurred in relation to
Pirs. Wick's own travel, the ultimate recipient, Madden's
Limousine Service, should have been reported as well.
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C. Committee to Elect Reagan
Section 433(b)(6) of Title 2, United States Code,

requires a political committee to include on its state-
ment of organization a listing of all banks or other
depositories used by the committee. A political comm-
ittee is further required by 2 U.S.C. § 433(c) to report
any change in information previously submitted in a
statement of organization no later than ten days after
the date of the change. Pursuant to 2 U.S.C. S 432(c),
the treasurer of a political committee is required to keep
an account of all contributions received and all disburse-
ments made by the committee. Section 434(b) of Title 2,
United States Code, requires a political committee to
report all disbursements made by the committee.

A review of Committee records by the Audit staff revealed
that the Committee received a $10,000 check dated May 19,
1980, from the Comnmittee to Elect Reagan (Attachment 6).

.i" As the Committee to Elect Reagan is not registered with the
Commission, it is the opinion of Audit that the Committee' to Elect Reagan may be a political committee under the Act

~and, therefore, subject to the contribution limitations.

-j According to the audit report, the transfer was recorded
by the Committee as an internal transfer and reported in

03 unitemized receipts. The audit report also stated that the
transfer was in conjunction with a fundraising event held
in Oregon which raised $14,417 in contributions (donations

C from 525 contributors) less $4,417 in expenditures. Documen-
C tation obtained by the Audit staff indicates that contributions
• to the fundraising event were in the approximate amount of $25

or less and that the money was raised through the "'Reagan forC President' headquarters" in Linn County, Oregon. Additionally,
Audit has noted that $4,417 in receipts and expenditures~have not been reported by the Committee and that the expenditure
information khas not been obtained by the Committee. 9/

A review of the amended statements of organization filed
by the Committee has revealed that the Committee amended its
statement of organization on June 25, 1980, (received by the
Commission on June 30, 1980) to include as a committee depository
the Oregon bank upon which the $10,000 check from the Committee
to Elect Reagan had been drawn (Attachment 7). In view of this
circumstance, it appears that the Committee to Elect Reagan is
not a separate political committee subject to a $1,000 contri-
bution limit, but rather a committee depository set up to
facilitate fundraising in Oregon. However, it is the view

9/ Audit has noted, however, that the Committee did keep an
account of all contributions ($14,417) received.
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of the General Counsel that since the Committee did not
amend its statement of organization until a month after
the check was drawn on the Oregon bank, the Committee
violated 2 U.S.C. S 433(c). Additionally, since the
Committee, through the period audited, had not maintained
records relating to the $4,417 in expenditures for the
fundraising event, it is the view of the General Counsel
that the Committee violated 2 U.S.C. S 432(c) by failing
to keep an account of all disbursements made by the
Committee, and 2 U.S.C. S 434(b) by failing to report
certain contributions and expenditures incurred in connection
with the event.

D. Corporate and Business Contributions

Section 441b(a) of Title 2, United States Code, prohibits
any corporation from making any contribution or expenditure
in connection with any election to federal office. The term
"contribution" is defined at section 431(8)(A) to include any
gift, subscription, loan, advance, or deposit of money or

, anything of value made by any person for the purpose of
influencing a federal election. Section lOO.7(a)(l)(iii)(A)
of Commission Regulations states that the term "anything of
value" includes all in-kind contributions and that the

CT) provision of any goods or services without charge, or at
a charge which is less than the usual and normal charge

" for such goods or services, is a contribution. The amount
-e of the in-kind contribution is the difference between the

usual and normal charge for the goods or services at the
~time of the contribution and the amount charged the political

committee. The term "usual and normal charge" for goods means
% the price of those goods in the market from which they

ordinarily would have been purchased at the time of the contri-
~bution; for any services it means the hourly or piecework
! charge for the services at a commercially reasonable rate

prevailing at the time services were rendered. 11 C.F.R.
e9 S 100.7(a)(iii)(B).

Section 114.9(d) of Commission Regulations states that
persons making use of corporate facilities, such as using
telephones or typewriters or borrowing office furniture
for activity in connection with a federal election, are re-
quired to reimburse the corporation within a commercially
reasonable time in the amount of the normal and usual charge
for the use of the facilities.

1. Ruth Jones, Ltd.

The interim audit report for the Committee noted that the
Committee entered into a written agreement with Ruth Jones, Ltd.,
effective October 1, 1979, for the provision of assistance in
the planning of all media advertising for the Reagan 1980 campaign
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(Attachment 8). The letter of agreement states that the
Committee will pay Ruth Jones, Ltd. a $3,500 per week
fee (payable on the last day of each month), commencing
with the effective date of the agreement (October 1, 1979)
through March 31, 1980, and that if it was generally
considered that Ronald Reagan had secured the nomination
by March 31, both parties would agree to renegotiate the
agreement "during the interim months until planning [began]
for the general election." The agreement continues that:

[s]hould the status of the nomination
not be clear by March 31, the original terms
will remain in force until July 31, when this
agreement will be renegotiated regarding fees
to be paid for general election service. In
either case it is agreed that, in the event-
Mr. Reagan is nominated, Ruth Jones, Ltd. will
continue to handle the media services outlined
through the general election. [emphasis added]

".. Additionally, the agreement provides that the Committee
, will pay all out-of pocket expenses incurred on its

behalf, including salaries of additional media buyers,
telephones, travel, and accounting costs in connection
with FEC reports, and will be billed at net cost (gross

S less 15% agency commission). The audit report noted
¢ that as of April 22, 1980, the Committee paid Ruth Jones, Ltd.

media advertising commissions of $91,433.50. 10__/

As a result of a disagreement over whether a contractual
O obligation existed between the Committee and Ruth Jones, Ltd.

through the general election period, both parties entered into
a settlement agreement on September 2, 1980. The agreement
states that both parties:

": agree that a fair and just legal
settlement of this matter, arising out

~of the primary, would save both parties
time and legal expenses; do mutually
consider any contractual rights created
by the October 5, 1979 agreement terminated.
[emphasis added]

Moreover, pursuant to the agreement, the Commnittee paid Ruth

10_/ After a review of Committee reports, the Audit Division
stated that while the Committee's filings had reported
some debts owed to Ruth Jones, Ltd., all the debts were
related to the primary election and had been paid.



Jones, Ltd. $30,000 in settlement of this matter. 1_1/

As stated above, the Committee paid commission
fees to Ruth Jones, Ltd. of $3,500 per week for a total
of $91,433.50 (approximately 5.87% of the total $1,558,952.48
paid to Ruth Jones). It appears, however, based upon the
October 5, 1979, letter of agreement, that the usual agency
commission is 15% of each media buy and that the Committee
should have paid Ruth Jones, Ltd. $275,155 in commission
fees (approximately 15% of $1,558,952.48) instead of
$91,433.50. Thus, although further investigation will be
required, the charge to the Committee appears to be less
that "the normal and usual charge" and not the "commercially
reasonable rate" prevailing at the time the services were
rendered. It is, therefore, the view of the General Counsel
that the Committee accepted an in-kind contribution from
Ruth Jones, Ltd. in the amount of $183,721.50 ($275,155 less
$91,433.50) in violation of 2 U.S.C. S 441b(a).

, A second issue raised by Audit concerning the Committee's
business relationship with Ruth Jones, Ltd., is whether it

" was permissible for the Committee to pay the entire $30,000
settlement from its primary election account, rather than
its general election account, since the letter of agreement

~between the Committee and Ruth Jones, Ltd. stated that
Ruth Jones, Ltd. would be retained for the 1980 general
election, as well.

Section 9032.9 of Commission Regulations dealing with
~primary financing defines the term "qualified campaign

expense" to mean a purchase, payment, distribution, loan,
advance, deposit, or gift of money or anything of value
incurred in connection with a candidate's campaign for

C' nomination. Section 9034.4(a) of Commission Regulations
further provides that all contributions received by an
individual from the date he or she becomes a candidate,

~and all matching payments received by the candidate,
shall be used to defray qualified campaign expenses or
to repay loans or otherwise restore funds which were used
to defray qualified campaign expenses.

11_I/ The Office of General Counsel previously noted in the
legal analysis attached to the Interim Audit Report of the
Reagan for President Committee (Executive Session, November 13,
1980) that since the agreement between the two parties is not
a debt settlement but rather an agreement to cancel a contract
for consideration, this situation does not come within the
coverage of 11 C.F'.R. S 114.10 and no debt settlement need be
submitted to the Commission.
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It is the view of the General Counsel that theSeptember 2, 1980, settlement agreement rescinded the
original contract of October 5, 1979, and constituted
a new contract. The language used in the subsequent
contract, "arising out of the primary" (see page 9),
clearly indicates that the settlement was-in connection
with primary election activities. In support of this
view is the fact that the fees paid to Ruth Jones, Ltd.,
when reported as outstanding debts and obligations, were
listed as primary election debts and not as obligations
incurred in relation to the general election. In view
of the foregoing, it is the position of the General
Counsel that it was permissible under the Act for the
Committee to pay the settlement agreement from its
primary election account and that the Committee did not
violate 11 C.F.R. S 9034.4(a).

2. Telephone Banks

• 4 During a review of Committee records the Audit
staff noted three invoices, two from corporations and

': one from an apparently unincorporated business, for the
use of telephone banks at the rate of thirty-five cents

~($.35) per telephone per day (Attachment 9). 12/
Specifically, documentation obtained during the--audit

°" of the Committee revealed that the Committee received
S an invoice from Chapman and Company (unincorporated)

on June 3, 1980, for $8.40, from Warren Properties
Realtors, Inc. (incorporated) on April 30, 1980, for
$10.50, and from Mercury Exploration Company (incorporated)

q" on May 28, 1980, for $3.15. 1__3/ As it is the opinion of
the Audit Division that the rate of thirty-five cents ($.35)

C per telephone per day may not be a commercially reasonable

12/ The audit report stated that a Committee official
informed the Audit staff that it was possibly a regional
political director or an individual in charge of a Reagan
for President state office who set up the phone banks.
The Committee official further indicated that he was
unsure as to what basis was used to arrive at the thirty-
five cents ($.35) daily charge for each telephone.

1_3/ The audit report noted that all three invoices were
promptly paid by the Committee.
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rate for the rental of the telephones here in question,
this matter was referred to the Office of General Counsel.

In addition to Commission Regulations concerning the
use of corporate and business facilities discussed above,
the Commission determined in Advisory Opinion 1978-34
that, in order for an in-kind contribution not to occur,
a political committee which uses corporate and noncorporate
business telephones must reimburse the business or corporation
for the cost of the phone calls made plus whatever other
costs would be subsumed in the normal and usual charge for
the rental value of such phones in the normal market, in-
cluding the use of office space, utilities, and furniture
to conduct the telephoning. Thus, as it appears that the
Committee did not reimburse the Mercury Exploration Company,
Warren Properties Realtors, Inc., and Chapman and Company
in an amount fully equal to the normal and usual charge
for the use of the telephones, it appears that the Committee
received in-kind contributions from Chapman and Company,

S Warren Properties Realtors, Inc. and the Mercury Exploration Com-
S pany. As Warren Properties Realtors, Inc. and the Mercury Explor-

ation Company are incorporated businesses, it is the view of the
< General Counsel that both the Committee and the two corporations

have violated 2 U.S.C. S 441b(a) by the Committee's acceptance,
~and the corporations' making, of in-kind contributions. More-

over, it is also the view of the General Counsel that the
~Committee violated 2 U.S.C. § 434(b) by failing to report
. the receipt of an in-kind contribution from Chapman and

Company. 14/

~RECOMMENDATIONS

C I. Find reason to believe Charles Wick violated 2 U.S.C.
§ 441a(a)(1)(A) by advancing funds to the Reagan for President
Committee.

2. Find reason to believe Nary Jane Wick violated 2 U.S.C.
§ 441a(a)(l)(A) by advancing funds to the Reagan for President
Committee.

3. Find reason to believe the Reagan for President Committee
violated 2 U.S.C. S 441a(f) in regard to the advances from
Charles Wick and Mary Jane Wick.

14/ There is no evidence that the services provided by
Chapman and Company exceeded $1,000 with respect to the
primary election. See 2 U.S.C. § 441a(a)(1)(A). The amount
reported to have been paid to Chapman and Company
is only $8.40 and, therefore, this office makes no recommen-
dation concerning Chapman and Company at this time.
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4. Find reason to believe the Reagan for PresidentCommittee violated 2 U.S.C. S 434(b)(5)(A) in regard
to reporting expenditures advanced by Charles and
Mary Jane Wick.

5. Find reason to believe the Reagan for President
Committee violated 2 U.S.C. SS 432(c), 433(c),
and 434(b) in regard to the activities of the Oregon
depository.

6. Find reason to believe the Reagan for President
Committee violated 2 U.S.C. S 441b(a) in regard to
Ruth Jones, Ltd.

7. Find reason to believe Ruth Jones, Ltd. violated
2 U.S.C. S 441b(a).

8. Find no reason to believe the Reagan for President
5 Committee violated 11 C.F.R. S 9034.4(a) in regard

to payment of the settlement to Ruth Jones, Ltd.

9. Find reason to believe the Reagan for President
Committee, Mercury Exploration Company, and Warren
Properties Realtors, Inc. violated 2 U.S.C. S 441b(a) in
regard to telephone services provided by the latter two
organizations.

10. Find reason to believe the Reagan for President
Committee violated 2 U.S.C. S 434(b) in regard to anC in-kind contribution from Chapman and Company.

11. Approve the attached questions and letters.

Attachments :
1 - referral
2 - Wick documentation
3 - debt schedule of Reagan for President Committee
4 - expenditure schedule of Reagan for President
5 - debt schedule of Reagan for President Committee
6 - Committee to Elect Reagan documentation
7 - Reagan for President FEC Form 1
8 - Ruth Jones, Ltd. documentation
9 - Telephone bank documentation

10 - Proposed letters and questions
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' FEDERAL ELECTION COMMISSION .. . ...,.. g .+

o'.

.. .. -- TO: ,- . -4-Robert J. Costa .-... ....

-"" THROUGH: -u B. Allen Clutter, Ii :- .:.,-., . . + .: ..... .-:, L ,.

Staf Director .

:'" "" FROM: '-... -Charles N. Steelei/ -t. .f5 : . R  -'  - '... . ".. General Counsel L I L (!c "

, SUBJECT: -- Analysis of Interim Post-Primary Audit Report --:,_°.:" :/i,'..:+....
.'- ; -"-- *: "+- on Reagan for President - A-852 :" :"' -" -=+'--:.+"- ..":' ""--

eOffice of Ceneral Counsel has reviewed the interim ..+.*,... . u.-
......post-primary audit report on Reagan for President ("the ... :""~~ornnittee' . Yith the understanding that prior to submission

. ,..+ f.. _+,,,. the "report tureso iain
and certain facts added to the report, but that the recommenda- . ...

.C' -". tions will nct change,, this Office has comm..nts as follows.:--_ .

-- o:'-.,.+ _;-II . f.-Interim Audit Findinqs and Recommendations Re.1atino to .,. .. -.- * ;':' -. -.,;. :z-. + e 2. . -. ;. <._. .. of the United States Code T-.-.7T 7C...T T>;, :+... . .=+.,+ .:.., ........ .,,_'':,... .:. + . - . +. --. .. ., +.

-;... ,-,e,2..+A, ".Limi ta tion on "Expend itures + " -=" "+

- .4T7.: A-. . ...

Purua: xodscussonsamong Staff mebrsf:hi A

.. .. -..subsection is being revised to point out the Audit Division's - -.-%L,. :. :, dsareement with the Committee's use of a standard ?O% factor : :-a~when determining the portion of particular -typesof :expenditures...
.: + '. "to be allocated to exempt fundraisina expenses, "but also to .+,'7.4.7

,* .. .indicate that, because the Committee has already allocated ..-.. ,-. *..:-. *

.. r ,:"-''- $,725,954.•15 in direct, changes toward its overall $2,944,000_ <........t.:

' i .u~~a~~~g exmp~n.~~axo. -ol-28,;045.85 .xn'national... .. ... +.... .. ... ... ... . i:_..
• )edquaters expenses may still be 'o allocate. Th s$28,045.85

.* : would mrepresent +approximately 9% of overall national headquarters '
:. ..xpenses,'a percentage which the Audit Division deems reasonable. .

2j . ._The Office of General Counsel concurs with these findings. ':!;-'.+ -+-

-. . , , , - . . .. . . .+ . .

I II II i ,,,, , , ,,, .... . +' -J .- t .+ -+-_ .. ..... -. a .', _ _ ,++ + . .-+...... , . .-.. ' -- ' ' "-+"" " " k4 er l-Jr . f . + -II d 4& o l ' + IP P P
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Me o a d m tO Robert Cos ta "'"A.. ... A :"" " "" "'  ........ :Page. Two.. i '' ; "" - . •*i •"* --7;•: ,. ' .- :'.r -
Analysis of Interim Post-Primary Audit Report ,o Reaga .,

- .-. "" " '.- ,

- . - .. ..- - . . . .• .: -- -. ; .. , 7 . ..
~~~1. Allocation of Fundraising Expenses - ... i.-, ---.

: .:-.;"... -.Tz Office concurs with the determinai=[on •that the Committee. ...-... ..... ,should reclassify $376,252.71 as operating expenses, this figure -".-,...;-'.-",': ...: being the amount by which the Committee has exceeded its fundraising ..L.,*.• " "exemption limitation in its reports. '"'<-- :..""""

• •.'.-.. .. 2. Limitation on Expenditures ,. . . .. * ... <......, .,. - -.

The Office of General Counsel recommends that the languageof the recommendation in this section be modified t o read as °-... . : i.

The Audit Staff recommends that the Committee~ be
requested to show within 30 days of receipt of the audit. 9 .,. .. . report that the overall expenditure limitation has not ";' -,.: -: • - been exceeded as set forth" in the interim post-primary .-;.+::...7 .,.

..: . ; .. .. . .•au.dit report. "Absent such a showing,-fa determinatjon .'J} fi'.[.€

.;' .i 2 7 /,: 0<will be made regarding an amount required 'tobeepi t
* 

. .
, ..-. .. . ., .- " - . "- '' " -:-.- , , ,'". , .W. -. ,-' ,..

_It is the understanding of this Office that only with : :-. -:--- regard to iowa, New Hlampshire and South Carolina were the "-:< <--.-'Committee's. allocated expenditures within 10% or approximately .... ..,.-i - $30,000 of the'trate expenditure limits. •Hence the Audit ,.. .;-:: -;:
'! Division has concentrated upon these three states with regard ;
_,.. . to apparent allocation errors. . - .-- .,.., :. ..- .. .. ,,....>: .-: --

: . 5... ,.... . 1 . .,-Media Expense and Comm issions .-: ' "-' :" '- -'.-" -_JCCon! ,1antA:Fees ) .,*- ~
• : •<:.. '' it is the understanding of this Office that all references"'< .,.7 '7].;-

; ): to ".commissions" in the final paragraph of this section will .'" --; 1b :. e changed to "fees" . ' - '. . : .," ; . ,, ."- <- ,... ..-: . -." - "-. . - -
. .... , This Office concurs with the finding that the $3,500 per ... ,.{... _. week..paid _a.media consultant,.in lieu of the .standard 15% agency=.- :;:
: oms~no all media-'time'gnd spae~p'urchaSed must• be allocatedv-t.._o Iowa, New Hampshire and South Carolina as appropriate. _..., .<..-

. .... ..:.h audit report also discusses differences between the-; :. --
.. .Committee and the Audit Division concerning the proper jZ.... -' {.- . --method of allocating Boston television costs to New Hampshire. f"4 -TheCommittee has reportedly based its percentagefor New .:
-,,:-.-='" aHampshire upon a ratio of the population ,of all of the states .-.-.. ..
• : .

. .i:""°== "='* ' " " "' ... " """" . . . 4" "" 3 " " •- ' ""-;'' ""
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•Memorandum to Rob&* Costa
Page Three , ! -<:, - • ' ' " -" ' . -
Analysis of Interim Post-Primary Audit Report" on Rega fr

President - A-852 •*~*

or portion of states coming within the areas of a grade B : : .. -,
, ; =contour for one representative Boston station to the populati1on":
-. of the portion of-New'Hampshire which comes within the 'sam V

2 t'contour. The figures cover the entire population of .the T
,:. contour area, not just the voting age population. Included .';-,-

within the total contour are approximately tw-hrsp
asachusetts :(as'far west as: worcester county ) ,all gor parts

" "of five counties in southern New Hampshire, all but the . ,..., ... ,, ,.,
'j7 Zextremne southwestern corner of Rhode Island and the north- -:,

eastern corner of Connecticut. .It does not cover . .any orti'on ,.. "  ....... :

..... -"" of Vermont. . . .

- _..:,,. _z-u- .KThe alternative allocation method cited by .the Audit. .
7 t KDivision, 'and actually Used by the Committee-for stations -' '

other than those in Boston, is the use of the Arbitron
* -. j Television Market Report for 1979-80 (,.ADI") which is a -

i -":L private company's statistical marketing• study defining °the _%:, ..
[ :; " area of dominant influence" for television market in specific

geographic areas. The ADI method provides totals of television "-,.... J-"Za-4'---
-.... households by county and state which are reached by stations - 4>,v:; ' f

-, located in particular cities. These totals are used to produce 0: ,,;
a ratio of overall reach to the population covered in one " .. , ,-m

: ;state. L-,Population figures are broken downby age and resuilt.. .. in z .a i
% A;. finding of 2.1 voting age" persons per household. ;The ADI ;--'-..,. -
~.: ifxgures for Boston stations cover approxiratelYtWo-thi.rds:-,.[ - " "
& '? of the area Aof MasschusettS (as farwest-asyWorcesterCounty) ,,> "

-apprfox ima tel y hal f ,'of .New Haxpshir ef- 0s-
~counties), and one county in southern Vermont. It does not _ " :

(? include any portions of Rhode Island or Connecticut. .:,.--:---. ... ;
' -' . . - . ' . ',, -" • * .- • -&, * *" - . ,

- v.._- . --- oThe principal objection of the Audit Division to the . -: ,- .-- ,
:.6"i:,:,Committee' s use of the grade B contour for the Boston stations
" ":-"is apparently that the Committee did not consistently use this -: ?:'--S!-!
• -;:- -approach for all stations affecting the same New England market. °! '

:,;-'~Z= :;'ll C.F.R. S 106.2(c)(i) states that "(e)xpenditures for I=927 ;
;:-. - ubhlication and distribution-of . :.-;radio, -_television, and

th e ,..t~eS :of -:adve rtiseme nts _-in .nore ihanan , ae.hl -- _ .

: e attributed to each State in proportion to the estimated .
" viewing audience • • -. of voting age which can reasonably be '.. " :: :

£: : . expected to be influenced by these advertisements.": .- :-.t-", ' - "_::

•:'- ;:h euazn onot mandate the .use of any particular
method for attributing radio and televi.slon expenditures to

-: -:- states....Therefore any reasonably accurate method of .estimatifng .. :-= ;.[

onea-committee has seetda ,tho~ hat committee .should
-- - be required to support any deviation from that selection "*. :<,.

" ' - --- A reasonably accurate method would be one which includes . ,
.;, -=.abreakdown of all areas of dominant influence, reflecting, -%i ~

the voting age population "in those areas and taking *into
....... imngofthe primary vis-a-vis the broadcast date. : ....

ZI t - " * - A-= -,,'- ., ._.- -'(LI "-": - -.. "-, "4

.. ..: .... .. .. .. .
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" " - -, ' ' "- -. + + ., . . ..
It appears that the ADI figures for Boston stations more nearly .-

. , ....... meet these criteria than does the grade B contour. The latter : - -

::_..; : 44.-Uses •total 1970 poptulation figures, :not: those for current ,Y".+ ":.,.";.,_,

:" 'voting age populatos hl h D pproach :results in"
more current figures for voting age persons per television " A.,.,.,+,- ,

. :.household. iThe grade B contour for the Boston stations includes. "> "  -
,:"Rhode Island where a primary was not held until June and does ....... '

- not include Vermont where a primary was held in early March.
On the other hand, the ADI study excludes Rhode Island, although, •...-
unlike the grade B contour, it also excludes Connecticut wherei... ":"..
a primary was held at the end of March. With the exception - -.--"' '

of Rhode Island, the geographic• areas described by ADI. and --..-' .-: .

- -'.-'"Grade B appear relatively the same inl the terms ofinfluence "* '
-i: '-- .+ .However, the-inclusion/exclusion of RhodeS Island is a'"sicnificant", -

factor since inclusion would reduce the amount to be- allocated i".' -

, to New Hampshire. Given the fact that the Rhode Island primary"-
was not until June 9, the inclusion of Rhode Island in the- ..., :

+ + j. Grade B plan makes that approach suspect. -• :-..... .-.-0: ...... .,-- ..+'.- ",..- .: , + ,..

: -'- J . -•.Gven the above'.relative advantages lof the ADI figures and the:,.,
• ...."...fact that the Committee utilized the ADI 'approach for >stations .:

....¢'. . ...other than those in Boston, this Office, recommends that the .+ 4.L.:..
: '.-.;,,Committee be-given30. +days to show why .a grade B .contour. would_ 1 :.

.L. .-2,resut !in a more .accurate figure than would the ADI approach.
"

+ .:, Absent such a-showing the Committee should be required to add to _++:.
-' . ?ithe .expenditures allocated to H1ew Hampshire the amournt by which i.
ti-i '.he use of the ADI approach exceeds a finding based upon use --- :.'-- -..

.....--- . : _ :4

It is suggested that the grade B contour maps and portion.
:..§ !,i( of 'the ADI report pertaining to Boston be attachad to the Audit.'

S.-.--2. Adjustments to the Committee Alloae Ttl or -,.
4 • ... .. ++'* Iowa, New Hampshire and South Carolina ,...

++ - +This O f fice "concurs wi th +the +re commenda tion that' -:h -+R .
:".+'+:'+-cited media, salary and consulting fees, outstanding debts

.. .intrastate travel, tour-related disbursements, other vendor , ......
%_+ p~aymnents and other miscellaneous tepe allocation " :ajs-

• + +" menti "should Se made+' hy .......the Commite. .-

-- +;++-. %Itisalso agreed that the Committee should provide doc-; ,
,:_+ ;;ments adworking per nsuotofits aloain6 tour..-'
' " + +.:" , '+ .. .+ " -+ .. .' " ..• . . . - . ' ,¢ " + = " =

.., ,+ :-- .-. + .+ ..... .++..-,+ . .... .. ++-, , .... ....- ..... , .,++ ,:,+-.+- . +; •+..+-. -[

..... ._ ++. . .. ..' ' +' : .... ./ ,• .+u++, : , . + + +-" 0= "+ -" ' + -+ '+' " ;
• -+m-.-+ + + ..., .+.-, <-+,- . .. - +........ .. + .:' )* - __ , :

.. .. • ,.,, + ... 7+ .... *...* + ,



" ' ' " Memorandum t:o Robe'IW Costa ."' ...-, -. . .. -.. . .--,,,--, .. ..,-.. "-,...

Anaysi ofInterim Post-Primar Audit Report on Reagan-for

-:. -' ,.,,disbursemenltS. We understand that the subsection (e) (i) is .'', ..--,€
"oing to be elaborated upon to provide additional 4information -r *

*.'.r,, cocerning the location of'the hotel used on these tours, the -' ...- .....
manner in which the Committee has allocated expenses, and .. ..,.-,-'., .@_.;.... ..

.-< ......>" 0.:.;additional evidence supporting a requirement of allocation " ..., .... .
-,,," .., :. .:'O New Hampshire. - ; . -:;-,;::. , .. . ,,' •7.-, g -.. ,-,

-* .- -' .. ' 'This Office suggests that additional* information also be ,. .:
.. [ provided in subsection (e) (ii) spelling out _the specific ways.$-

" ....: ...in which the Committee has allocated the categories of expenditures ..

" listed, e.g., that rental cars have been allocated to Massachusetts.

1. Responses to Threshold Audit Findings .I:-,:: .: -: :: i

> ,,-.-:The Office of General counsel has noted in referral updates ,,. -i;
... w.-.received from the Reports Analysis Division that the Comte ""A "

- has submitted several responses to requests for additional
"' information concerning apparently excessive contributions. The .. :":

: .-:.."responses appear to serve as amendments to the Committee's ...
'.:-i:...;reports pertaining to the thirty contributors listed in .. '" L..,,.
' ;¢" :": hethreshold audit report as duplicate entries ;:-and as -"'9 "" dw-" ....." 'J-

S to 26 of the 49 contributions cited in that same report
- a asvin bereapportioned but not so reported. .:The respne :.

" - '°24 persons, leaving 104 apparent.iy still not addressed in .-s .:- :-.-
i--" " the reports even though some of these persons have received >""
: i~i!irefunds according to the Committ,,e's records.. We understand Z; :: _ ' *">::<;!'.- !

that the audit report is being a:iended to include this inf or- "

' mation. ' - . -' . .."-••- " :: .
~~~~~~~~~~. . ... .. .. , . . . . . .... ..... .- ... . -_ ...--. :.;.-

C 2. ~Pos'PimrAit" -- • "

' .ihe above-zcited RFAI responses filed by ,the Commttee - , L-'4""
- "serve tO amend the Commttee's reports to 'show 85 of the93 !
'!.-::-refunds which had been made by the Committee as of August 31, '!" ..:.-
., .~i1980. In addition, the responses indicate alleged reattribu- :" --.

;' .... tons by fifty "contributors,-which, .if documented ,- would 2% ¢i- "

",2:,--r. _ [:reduce the amount of excessive contributions received by .-.. ....
the Committee to $158,630.45. -- -; " * .

rc ecommends that the present recommendations .: '.. ?' ...
aeddtoinclude the followig": "' ..-"-.:,' .. - .. . ..: .."

-:: -in reattributed contributions and of $42,962.44 ; [ 72.;.

4 .4 . . .-. , , ._ ... - .. . - ., - . ; . . ... . .. ... : . .
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L:". . President -* A-852 "'" ... > . .•.. ... . .. . "' ; ...2 " '-

c) refund the $1L58,630.45 in contributions which . ......
-:i...: ';' .;,,' 9> <.< 11 appear to be i n excess :of the 1 im ita tion~ • -' '-

'" " and present evidence (as outlined in ite (a) : ; ='
above, or . . . . ... • ... ,'.---

- . . ,,,. ,- ;d) ,.file an amended report correcting the public--'.: .
"-:. i. T' <- :' ; record for 'contributions reapportioned t:o the : ;.j-&r !
[... .... , - . .individuals but not yet so reported. ...-.. i.:u ..- .:.:.,.;; : -J:- ;u;-.

; * The Office of General Counsel concurs with the recommendation -"':.
that matters involving a $19,478.19 reimbursement of an individual .
and a $20,000 transfer from a non-registered, unauthorized committee
be referred to this Office for review. The attachments regarding - -i
this matter contain sufficient documentation of apparent violations ....

-:.. . so as not to warrant the routine 30-day audit verification which"this -.....
Office and the Audit Division frequently recommend. -...... . -"--

" " En teint aufi orport Dets noe tha th comitte

- .. .and Ruth Jones, Ltd. entered into an agreement on September 2, .:;7 -,;
f Z;>.--<..980, whereby a contract dispute was settled for-the sum of S30,000. :$ '
-.*; ..;': This dispute apparently involved whether or 4not the parties .: ; .

";:;::had agreed in October of 1979 that Ruth Jones, Ltd. would be !.
... engaged to assist in the planning of media .services and the ordering ;--
" .of schedules for media advertising through the general election .. ;--::
, campa.gn period. The Committee apparently paid, and Ruth Jones, .. t...

Ltd., accepted $30,000 in settlement of the contract dispute..-,.:,-.-..; .

. .: .o;;."Evidence in hand indicates that the .$30,000 involved in the - -
:;:agreement does not represent payment of a debt for services .actually ' "Z

rendered which could have been considered contributions by Ruth ....... .,.,
.ilir.'.- tv.-Jones, Ltd.' <to .the Committee .if -no opensation had been received. "i
i # Rather,-<the :$30,000 'apparentiyrepresents consideration for t he2

::: release of the Committee from a contract obligation to utilize . ...":
.4 '.:- ;the services of the company in the general election campaign. .b..- ... .,.

% .;i,[It. is therefore the opinion of the Office of General Counsel that the f
; [! .:[ ''September 2,"1980, =agreement between the parties is not a debt ;"-::.'i . '
'". :settlement but rather an agreement to cancel a contract for consider- .z-...

- a-.. tion. This situation does not come within the coverage of _ .. :.... ..... , ...
~~l ,.E' . 4410adno debt settlement .statement nee besbrite

.. . - .to. the Comm iss ion. _.- . .. .:.: .,; j.,, . .. = . ... ,

-, 4 .. . . . k..

..-. ... :-.
.- 4, -, -. . .. . . . . .:.., .. .

"-" ' " " = ;, ',K - ' 4. 9
•

" "- 7.. t , .-J , - .

- •<. . . , .. .. .. ; -
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JZ-';,-A.nalysiso trm ui Rpr O ega o

= ! t' ~h'Y ":. 'he Aut 'Division •poses two add itional questions concerning • '

";" :' '':(1) the reasonableness of the $3,500 per week fee paid by the "" ':
"-:  /

• ...••Committee to Ruth Jones, Ltd., in lieu of the 15% agency ... ...L.;..-0/-::

..,:_ '/commission usually charged by media purchasers for each media .. / ::- .. i

.i.';i :-'; ..i:buy ,'"and (2).the •appropriate Reagan committee-whichLshould have . :

- ..made the $30,000 settlement payment to the company. "-The Office ,.
* ;:::. of G-eneral .Counsel concurs with the recommendation that these matters ; :

" :.-" :::be "referred to this Office for further consideration. ...f:..:. ... .. ,-

':,': ::" :"::: Th interim audit -report also discusses ....a dispute. b: etween - .

C. T. Clyne Company, Inc., and the Committee concerning amounts... ,...:=
which Clyne deemed owed by the Committee for advertising services.-"".-

* . ..Attached to thereataUdit report are copies of the contract, -_.,,..--- .;:- .

"*:'.4.;:/ correspondence reae othe disputed. .claim, .. a release .sign{ed : ._. ...-j.. -

-:: !::<' by both parties, and an-unsigned copy of a letter from ~the y.. ' :

• " Committee to the company in which was allegedly enclosed a check... :i-.

.- -.ifor:. $40,000 representing settlement of the accounr<. >: , vghi£k !:'«5 .-

• .
- * .* 

.':'

:' t:-ha It is the recommendation of the Office of General CmieCounsel :"""...".-.

thtthe audit report be amer.ded to require the Committee and/or

C. T. Clyne Company to submit a debt settlement statement for -. .. .-..

~ perst e orasnfrthis matter .to be -

..:..-..y zfred o hsOffice 'at .tlstAe : _. .: s*.>

:: : -... : . . - j : .- 
--.- 

-.'- .

... F. Contribubibhs" Received' Aftr th "rryElection - --- .-

" - - -" - -s -[ .

-j: The Office of General Counsel concurs with the recommendations.i.,
-- :-: contained in the interim audit report concerning, the dipslof -:-.

.f.,.. c:x:ontributions received after the candidate's date of ineligibility ._., :. ,

-JL.iii:! .... and not needed to meet remaining obligations. It should be noted....,

: i;that .the first portion of :.subsection .(ii) should read ."In the..casei
' 'Of 'a&co n t'ribut ion n'd esi gna ted i n:W rit ing m:'.. rand 

2that t ihe "-' __

":::" correct citation in r ecommendation (c) is 11 C.F.R.-:S 9003.3(a)(iii). !!' -

::'-,':-; 7-"-~- -'l.-::-Response to Threshold Audit. ....F.in-,i.,na' '.

&i. or purposes of .clari~ty 2the_ 6Offce of General-Cuslsget
.htheAudt"Division-provide-somewhat nord etail"'in ;its"discussin ... !:.:

., .... In particular, the reference to .the initial $30,000 increment in". .-:

.::-:, !the 'letter of credit is unclear without referring back to the Threshold

. _ . -- . - - - - - - . ,•w . - . . --° v , % "" " " " "

- .
,. .,., _ . ...,._.. .- * -

.. .. _ ..- ... ...
"- ... - ....- , .... " " "' ":"" 4" " ' " ""



•Memorandum to Robert Costa , .., ...... o,.-...

.-',;,, ...."Analysis of Ilnterim Post-Primary Report On eagan for -' '.., >- -'

2. Post-Primary Audit :.. ,, : -.,..... -

"-":!-:; ":- .'. .his Office suggests that the following sentences-be added " e
.:>" .. at .the end of the second paragraph: "- ..... -'

... .. .-, . -. . '-, , .. - ,., ... . .... . ., . ...>.

Moreover, an analysis of this matter performed
". ~~subsequent to the Threshold Audit indicates that .°":u-':. .-o. :..:. ,.

,* - -i* the~ candidate provided his conditional guaranty. ... > *- i. ., :,.. .

": ..... " , b.: ' Accounts Payable . - --.. . '.-.".ty:--.,- :.- -_, . --.-".,

The Office of General Counsel concurs in Audit's finding.o :- :-..- :-

• ' A udit's Recommendation "2 -. " - ..." - ," .... ...

While the Office of General Counsel concurs in the Audit ....:. .:-
.... 4" Division's recommendation, it is suggested that Items 1 and ,- ,,-

-4- " H. :Earmarked Contributions - - --. - ' ,  : < ; : . 7-. ..- . . <.,-,,. .. ;.

. ' ...,. ... .., 5.- .. C4.- Response to-Threshold Audit Finding ~ -"=,.'--":- :-"...'.,

The Office of General Counsel recommends that the Audit Division

specify the date that the amendment disclosing conduits was due :.-_::
"!,-: pursuant to the recommendation in the Threshold Audit Report.-;' -i-i, }4ti "

;~b~ This office suggests that the following, or similar, lancauage -,''"
; be'~~~~~~~~~~~~substituted under "Recommendation": .--. .::: / >, . "i i.... . :;i '. i-

-' :-, "The Audit staff rerninds the Committee that it has yet. *i' :-:&:-"'..
• * to file the amendments as recommended in the Threshold Audit-:, ,;,:: ;
: ,-;-:-=-Report, :and .,hat furth-er .dteay may result in the referral of

". - the matter to the Office of General Counsel.Y- With respect ,:-:T,
-- to the Committee's failure to disclose conduits noted during -. -.. ,:,a:,-..
• . the Post-Primary audit period, the Audit Division recommends ..:.r: _._ .i .."

:';i;::...}:that within 30 days of receipt of this report the Committee -:..:.. .':::: q.-z--
:"< -":....file an amended report with the Commission disclosing the -.- '--- ....'z-."-

-earmarked contributions pursuant to the provisions outlined

-' '--.. I''.-' ." Contributin Ree ived From Non-Aff iliated Co.:.ittees '' -
--- -.- I,.- . . . . .. .. . .... : v- a "

-'.. -..r ., -7;t . : :., . , . . . -.. .. .- . .... : ... - ~ -.~-. ....*- . . ,--. o .. . *... . . . . .. -*. .. . ..

, 4_., 1 . "Res oneto Threshold Audit Find ings -

>,;-, -The Office of .General Counsel reomnstau- t.niae_.--

Aihe)date. on whiz.ch 2theh.aen#menWt..wa S. e  
-

• . ... - . .: o --S -. .. .. .. .. .. .. - . .. ' " - ' , 4.V>:" ",.; -

-- .._ -- • - - ,. - ,., , . ...'1 . - , .- • • .
'u . ...,$ ; ....." "- - ""O. =''-" " & - " -%" ,"' ",-" -""':'." "" " ',""- -w .'" . "" .. "'*. . .**. -- 4 '-U ¢-

"- * 4" " -.r,.'. o - .." ,3 . 1,. ;3",- ,,...% , " ,t4:= " . . a - • 'g- ' •. " ." o-- ";. _
• ' ' ".. .- -- t "' "' :.. . -" " ' - ' '': "- ... . . j " ". -*",. .: . ,%7 " " . ', '-", . . Z "-- .": • 4*' : - '. > ,



...... .. . ..

4.-.

2. Post-Primary Audit . ; .... i : ii.." .
-".i . ... ... . ; -f" :•'4•• -"- ... .;- - '--" .. . - " ". ..... .......""': -

•.  
- -: " -•i 

- :  
. ._ • ..j. ,i.-• " :

Regarding the $.2,675 contribution reported as earmarkead, '

• this Office understands that the multi-candidate committee ... ,., -
... ...in question did not report the contribution as having been ".i ! i

earmarked, and the Committee based its characterization
• on the letter which accompanied the contribution which indicated .-<i:

the wishes of a number of contributors. To the extent that ,0.. ,.-;-- :.-
-further documentation would not change the result,'°the'Office q -

:: .... of General Counsel concurs in the Audit Division's findinc .... -..

... D isclo ,u.e of ,. ... • -,... . -,.;- ,- . .. .---:, ,. ...,. .--. P,. -

-" . .._ . .. -":;" J' D sc o ur o Refunds -.:-"'- : -:'

.- The Office of General Counsel concurs in the Audit Divison's
• finding and recommendation with respect to the "Disclosure . .. ., ,...,

. of Refunds. "  "" - " '- " "' - "' i  :  : - ..  " ...".... .... ..,. _ , - - a -

,- : '.- ' ; -,.K . .Other Income -~U '..--, ... 4-, .• - ... .•,, ='.-.-',- . *,-:." . . :. -

.-- - .. ,i<,-h Office of General Counsel concurs in the Audit Division's
-o.- a "d nd eonedto~ihrse to'reguired :itemization o6f
-'" :'i n te re st ":.. ... .. income ,'! b ut sufgg est 5 t h e.... addi tion "of, ,the: phra se .'t.og.t.her

_ .-- . .with the date and amount" .in the first.sentenc ... . ... " ...'"'A:

C. ~The Office of General Counsel concurs in the Audit Diviision's ...:...
_.,.-..recommendation thtthe qusinof teCmie'sseofcoprt'

and other business telephones be referred to this office. Given ..-.-
'. . the nature of the possible violations, it is the view of this --:-: .-

-. ***•-Office that it is more appropriate to make the referral at this ""':'%"&r
tierther~than toawai th omte response tothe•interim :

M. Established Expenditure Policy .:;...:.o..., , ......, ...,.....-,. .. ,

. .-: i';: '>" .uOffice of General Counsel staff had discussed thi's finding : .
._'...i ....i.with Audit, and feels that the Audit Division should perform .--.. :

additional review regarding the incurrence of expenses by""
m Commttee staff,consultat,-volunteers and .authorized !.4.- <

v nd ors. ;'Wh ile the' poii cj"it selIf "(A ttachnen t -i 4of <the report )_
.t'°=:...does not •appear to be unreasonable on its face, Audit's concern

to.tsimliaton fr onriutonan epediur .i.its e.:+. ' "

: - :.i~t. '::s well taken. If the Audit Division concludes that there is
* : :;i<-:.a likelihood of violations subsequent to this additional-- review, '- '-.;.'

a ~referral to this Office can be made at that time..Zln view. _'.
.of the above, the reference in the finding to th Cyn Cmpny

....4 . should be deleted and the Recommendation should be chanaed to ..:i -
. ' ;inform the Committee of what items you .may need to review.-.

-'. -V - . . . •_.... •- .. . , . . . .. 1, - -. ., . . ':



Memorandum 'to Robe rt -Cos ta "- -' "

4'' na".y"s-s "Of .-Inter im pos t-Pr ima ry Reot..n-..eag an~for.2:
President.... A...5-, j: ...,..'. ,,.-

iniae nprgrp..hedt.rqetd.nteThehl Reor ........ ,:. .

N . CaFina n a AtoursN t A cu a e y t t d .. .... : .*-. -.... .. .. " -r,...,, . ..y
" . . ,, b.:

. :..::< .- The Office of General Counsel concurs .in .the Audit Division's, ,. .. .,-
•. ..fiin'adrecommendations thtteC wmithe denpetifythe groundacot

Committee didepovid'e suffcentdocuen,"tat -h i iion for ground cost

15ad25myindicate nprrah th at charges to i the iawrehl Reoabl _.

f~orl baite ughtewtink reordvable b fsociatve. grun "'; '

................ ,.............C',. .

... .... Deter0.•Cmiain ofus Net Outstanding Ca..-mpaign",. Obligat.ions' '-;;,:,:' ,..' i' ... i , ."

• . nd Re ay en't the U.S... Tre sur ;-'. - ":.'-. - . ": ... -V: .- ;

• -...--.. While" .':the Office of General Counsel icus in subsAndti io's agree ,. €;.

.... " asent with ts findig or n us n and eomne eamns seoverAli -..._

stf wTi i ceaproriaeommends tatifon 0on. pae.9.e.ha.e

.... -' A..;".ae d tef onichsaonpartnsoi n estandidgtat for i.
: :.; -Commiesenis thie endufitetchengtaymnt erigond fort a .~ .;..

ascanedit tse i .the peidentia nmnartniongo that prtyr.. ::.

. ----,:=, ..e Cn aFR p 9033ac) provdes tat theso .las dat t -z . %

-.. .;. ......... ..- .doub ful tha cha ges .to..... t e m d~a or our 4 .. 6 20 and 26 -. .... , , , -. - '-,...__

i'. . } . " could be bought .within ireasonab' - iisb'ascaed-rud: . /
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-. Analysis of Interim Post-Primary Audit Report on Reagan . .- ....

matching payment period is the date of ineligibility for
--- v .. ",(;,Y c: -andidates who have not previously been determined inelicible] .

• -i~-.0i ,: 1~ii pursuant to 11 C.F.R. SS$ 9033.5(a) or (b). .Since Ronald-., e .
-::'' '" ....... :. Reagan was nominated as the Republican Party's 'presidential" * :-

-. , .:.:-.% u- Gcandidate at its national convention on July 16, 1980, 4that 3u
..- '.,.- ... : . .:.-::date is the date of Mr." Reagan' s jneligibil__.i--t;,-y... .. a,:-

. -- -. 1 . Payment of Matching Funds After the Date of .. .. ".,..,,..,-. .

:-.. 5,;,: :::".,::'':sAudit correctly stated in the first paragraph "of Finding-A,7
• ,--:. :{.J'the regulations provide that a candidate may not receive matchinc 't, :,"

• : payments after he or she has become inelicible if he or she has ""
. no net outstanding campaign obligations. It is recommended, .. .;.i-7:'.

.;&2 ..k,"therefore,J:that the finding read as 'follows-:Y': *. *7'j
- ~~As noted above, the candidate's date of ineligibility ""°<;:

. was July 16, 1980. On July 17, 1980, the Committee received ": /7
" . . a matching fund payment of $179,292.63. The Statement of "..

"- -.... i- -i..:Net Outstanding Campaign Obligdtions (" NOCO"._which the 7 :..i .J,
Committee submitted on July 31, 1980 showed that there -. i; 4".-..-:

." ... . '..were no net outstanding campaign obligations as defined :"d ~i--"L ;;.::
::; a-i::? i n 11 C.F.R.S :$ 9034.5 'X(Attachmen{ Vl 0 )A,-S ince "the candida te::-;!

'. :': - "%-- a'did not have" net 'outstaid ing campaignf bicdtions,:"and the ... "":
,-"" " Committee received payment after the candidate's ineligibility } .

* date, the matching funds received ($179,292.C3) constituted -. i .
--- an excessive payment which is repayable to thc U.S. Treasury •:.:..
- pursuant to 26 U.S.C. S 9038(b)(l).

';-,,:"."2.' Excessive Pa ment/Credit Madie"Prior to Candidate's "-:r:4a'

" " .... 'W'•-'hile this office supOrts -Audit' spo0sition with r espet .- to ",..."
., ,,.:_the repayment of matching funds received in the form of aa credit, -'

. '"., ._.t":-.--- --  4 he "language mray :lead to 'some confus ion.".',Fbr:hSrasn it -'
::'-recommended that the finding explicitly sta-te 'that 'the committee ,a ..7

still would have been required to repay $20,900.83 in excessive .
• .w; .,.payments from amounts received before the candidate's date -

:} ->.;??ineliibi lity had the -Committee not sought -additional matching-.,.:
payments. 'In addition, the use of the phrase "credit", while .... .

* technically correct, may have a misleading connotation to the ..-~~~a ee~,therf. e t _ uh~sadjustrnent mght be less9a .

a :;--: .n".fomthe bottom and substitute"'received by .the commnitte-. -. . ..
-• - .... .-. ,,r ,.i.: h .

'•' .-.... . ... 'I.',- a ,:

.... .. ,," :''" -:.:. . t . ..... . . . . . . a. -- . :.-. , ... ..
,,. . . - -: - , - . . . , . - -t-.. ..4: , : . . .,,, .
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B. Apparent Non-Qualified Camnpaign Expense

1. Expenditures in Excess of State limitations / ,.:;i.x.: ;%

The Office of General Counsel recommends that the language ofthe recommendation in this section be modified to read as follows:

The Audit Staff recommends that the Committee be
requested to show within 30 days of receipt of the audit
report that the state expenditure limitation has not been
exceeded. Absent such a showing, a determination will .
be made regarding an amount required to be repaid to the "
U. S. Treasury.

2. Expenditure in Excess of the Overall Limitation

The Office of General Counsel recommends that the language
of the recommendation in the audit report be modified to read
as follows:

The Audit Staff recommends that the Committee be
requested to show within 30 days of receipt of the
audit report that the overall expenditure limitations has
not been exceeded. Absent such a showing, a determination
will be made regarding an amount required to be repaid

S to the ti. S. Treasury.. ..-.

C. Determination o1; Net Outstandin Campaign Obli ations -
Surplus

( It is the understanding of this Office that Audit expects that..... there will be several adjustments to the figures indicated in the - '[, .. Re-Cap on page 37 and to the revised NOCO Statement (Attachment 11)

Unity Dinners

- ... 'Footnote g states that no value has been included for amounts ,i.-_-
" due the Committee from the Republican Unity dinners. The Office ....I. .

of General Counsel recommends that such -=monts due be treated
in a manner consistent with the Commission determination of

- ? •November 6, 1980. . ... ... -- ...- .... -,. ... - . -- : - . .... ... :- ,,- . , .':-

' " " ... ... i n te re s t P a y m e n t' : .. .. .. . ."....." .

Audit recommends that the Committee be required to pay an
interest charge for the number of days that payment of the amount .

S due under 11 C.F.R. S 9038.3(c)(l) was delinquent. It is the view :

• ', ._; .. ' . • .. . , ... .... , . v " - . . o - .

Q.

--,%

"C.

• .._. __ . _ ,,

:.. ,- --̂  > , , ,. ', ..

"o . . . !'_.

. ,

m

. .

-.. .- .', . .

• " '4 L ......... ."-- ., .=. ........... -_.
.. • : "i' .-. . -&i:, :.

• L " -, -. -,w,

-' . :: >:..,. ..... -' ' :7-; . .. .'-. " ,-'"

"., "!- •. •.... - , ._ .- .% ,'- , .• .. .-: ,..:,-...
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of this Office that such a charge cannot be assessed absent a
finding that the Committee violated the provision in question. -'

This issue has been referred to our Office separately as A-841
.... -" and is being reviewed for appropriate action.-Accordingly, :the *': ,.

reference to the interest charge should be deleted from the .
report. !

Audit' s Recommendation

The Office of General Counsel recommends that the language
of the recommendation be modified to read as follows:

Absent a showing to the contrary within 30 days.. .•..

of receipt of this report, the Audit staff will recommend
::-" to the Commission that the value of the items detailed

above ($ ), which are also subject to an upward adjustment, ..
Nbe repaid in full to the United States Treasury. ,.

O ~~~D. Valuation of Committee Assets -...~'.... : ..

(') 1. Assets Purchased by Reagan/Bush Committee /!

" : ' This Office understands that the recommendation related
to this section is being reworded to require the Committee to

D establish a value equal to the "usual and normal charge" for the '

: - goods at issue and to bill the Reagan Bush Committee accordingly.
We concur with this recommendation.

~2. Committee Assets Utilized by the Reagan Bush Committee
". Without Compensation -:

The Office of General Counsel concurs with the recommendation

~that the Committee place a valuation upon any goods being used
.- ; ...... -... by the Reagan Bush Committee which were obtained from the Committee

at no charge and bill the Reagan Bush Committee accordingly. :
~Such valuation should be based upon the "normal and usual" charge

fo uhgoods.

3. In-Kind Contribution to the Reagan Bush Compliance Fund

*...- .. -". .* The Office of General Counsel concurs with the recommendation
-' :; ,::::..tatthe Committee be required to place a valuation-equaling "normal

.- ,..- - and usual charge" upon the office furniture and machines transferred
by the Committee to the Reagan Bush Committee's Compliance Fund,
and that the Reagan Bush Committee be requested to reimburse the
Committee for the portion of the value of the equipment which .

- :: :--- ; -. rpeet use for non-compliance proe.. : :'". i., -,
• ,:-;. . ;-: .- .' , . .,: .,- .. . ..... .. - . .. . -*:. .. ,; . .. * -. . .. , . . . . . .- . ..- .,. .. _ . :.

"7'-...,

" -: .-- " : ""- .- -: ... " . " ' -4- ". "- .,' - " " .'. , -. .. -:. ." :"" ~ :



' *Memorandum to Rob Costa .ce!
• Analysis of Interim Post-Primary Audit Report on Peagan .for...'"...: i

President - A-852 :

4. General Election Campaign Expenditures ..... :

The Office of General Counsel understands that language
is being added to the audit report pointing out that the ;
Committee has a residual in its accounts and thus could - :: ... .

• make loans to the Reagan Bush-Committee, -pursuant to 11 C.F.R. 4. "'..... : ..' :: .::.:
$ 9003.4(b)(4)(i), which would have had to be reimbursed within .!
15 days of the Reagan Bush Committee's receipt of public funds ...
under 26 U.S.C. $ 9005. This Office concurs with the recommenda- "i
tion that, absent a showing that the expenditures at issue were•
in fact made in connection with the primary election, the Committee
should obtain reimbursement from the Reagan Bush Committee in
order to avoid violation of 26 U.S.C. S 9003(b) by the latter
committee.-

~The reference to 11 C.F.R. S 9003.2(b) should be dropped
because it refers to minor and new parties. It is suggested

. that citation of 26 U.S.C. S 9003(b) be added to the present
citation of the relevant regulation. i

C........A .

* ).

. •I
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320 SoUTH MAPLETON Durvz

C J Los ANOEL. C~wowxA 90024

,.r. .he alaeA .

Reagan for President
9841 Airport Boulevard \?~

•Los Angeles, California 90045 0

Dear Mike:

After three weeks of the flu, frantically trying to catch up
on the accumulated array of personal matters that accumulated
during the New York trip, I have finally prepared a schedule of
reimbursable amounts due rue by Reagan for President. This is as
per our prior discussion.

' " Because of my extensive involvement over a period of time with many
, , efforts on behalf of Reagan for President with substantial out-of-

pockets as well as in-kind services rendered at our home, I have-
' - utilized the advice of the law firm of Covington and Burley in

Washington, D.C. to insure that both Mary Jane, I, and the Reagan
~organization are protected as to Federal election laws reporting
~procedures.,

- I have been very careful in determining what properly might be
reimbursable by the political organization and what I might per-

t) :sonally absorb as personal "normal living epns". However, I

have resolved the areas indicated to me as "gray" by Covington and
~Burley, as personal expenses. For example, substantial sums of

~money involving entertainment and/or business meetings with the
people involved as volunteers in the New York Announcement Dinner

"3 effort I have determined to be "personal expenses," on the basis
that some day these people might buy me a dinner in turn. However,

0 in a few instances, liquor actually purchased specifically at the
suite for the meetings it was suggested by Covington and Burley

*that we both be protected and not pick this up as a personal

expense.

RE: LIMOUSINE CHARGES

Taxis and extensive use of limousines have not been charged to the

organization with the exception of payments to Madden's Limousine
Service (see attached bill dated December 6, 1979). The limousine
bill bears numbers I have put to the left of each line, the detail
is as follows:

#1 This is for a pick-up at LaGuardia
involving tablecloths for the dinner

that were donated to us from Calif-
ornia.

(Continued)

- - __ , *,lwl -. -r"- -
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Page 2.

#2, #4, #5, #7 relate to the day i
preceding the day of the Announce-
ment Dinner (November 12, and 13,

when considerable activity between-
" - the Hilton Hotel, the Oram Group, the

-- - Mayfair Regent Headquarters, the -

7-- .Dinner Program purveyors and others,

required the use of these limousines

by various people involved.

#3 and #9 are for Stanley Kersten, 
the

well-known florist and designer from

Los Angeles who volunteered his

efforts as well as the tablecloths

which he brought from California.

#6 was for the pick up at the Newark

airport of Patty Davis (Patty Reagan)

in conjunction with her arrival in

~New York for her appearance at the

Announcement Dinner.

.... #8 The day of the Wicks departure invol-

" ved pick up and deliveries by various 
people

O with the dispersal of the Mayfair Regent

Headquarters materials to the New 
York Reagan

~Office, the Or~.m Group, the Hilton

Hotel. I am deducting from this bill
' $36.80 reflecting the portion involving

• . , the Wicks' drive to JFK.

C, RE: HOTEL CHARGES

O The accommodations at the Mayfair Regent 
Hotel in New York were

used as a general headquarters and 
office for the New York An-

nouncement Dinner Ground Floor 
Committee. As Helene Von D-arm and

I had found it increasingly difficult 
to have sufficient facilitie

-to meet with the various people involved, 
I moved to a larger

suite on October 23rd, 1979. This one hada large living-room

and two bedrooms. One bedroom was used for files and a secretary.

The other bedroom during the daytime 
was used by Mary Jane Wick

and June Walker in making the endless 
phone calls..*

You will recall being in this two 
bedroom suite. The living-

room was also set up for the review 
meetings which were held

daily including many Saturdays and 
Sundays with as many as 30

people at a given meeting. We also used this living-room for

volunteers logging responses, mailgramf activity, meeting with

the artist for the Dinner program, 
people involved in the

(Continued)

- *( 6 extra telephones were installed, 
3 lines)



.Page 3.

mechanics of the ballroom presentation, computer people. Western
Union, etc.,

-From the enclosed Mayfair Regent Hotel bills have been stricken
all personal meals and items of a personal nature.

The "L'Cirque" notations on the hotel bills refer to the res-
taurant in the Mayfair Regent which also provides room service.
All restaurant charges are excluded. The charges remaining on
the hotel bill referring to L'Cirque, relate to room service for
those attending the meetings, staff and volunteers.

For more convenient reference I have numbered the hotel bill pages
in the upper right hand corner (most recent date on top).

On page 1, Item "A" the $200 is for gratuities for the entire
stay distributed $50 to each of the following departments: bell-
boys, operators, front desk, maids.

::, On page 2, Item "A" refers to the Room 425 charge in the amount
of $274.15 for the stay of Rosemary and Robert Stack who flew

Nin to the Dinner as celebrity guests.

Page 3, Item "A" at the bottom of the page. $30.24 refers to
~room service beverages for a review meeting.

COPae Itm A "C.O.D. pa'id out $46.57 refers to the delivery
of a film used at the Announcement Dinner.

Page 4, Item "B" in the amount of $19.63 was a messenger delivery
from the program printer.

Page 7, Item "A" in the amount of $55.59 was a delivery of
C liquor~for a Review Committee meeting and reception.

"" Page 1I, Item "A" was for a messenger delivery of artwork for
the Dinner program.

The Hotel Mayfair Regent bills total $16,831.33 as follows:

9/17/79 - 9/21/79 $1535.72 P 14E.
9/27/79 - 10/5/79 2211.92

10/15/179 -10/22/79 1855.15

10/22/79 - 10/31/79 4519.09
10/31/79-11/5/79 6815.19 " ...

11/5/79 -11/15/79 4415.35 _I

$16,831.3*

(Continued)



I have stricken as reimbursable items from the bills a total
of $1,904.72 (see attached tape). This leaves a balance due
me of $14,926.61 on the Mayfair Regent Hotel bills.

S I am also enclosing a New York Hilton bill in the amount of
$97.42 which was augmented by a late entry after my departure

-- . of $8.45 for a total of .$105. 87 .( see attached AMEX "N.Y. Hilton"

- in red).

This New York Hilton bill was for the night of September 12,
1979. It was my initial trip to New York with Mike Deaver
for a meeting with William Casey, Maxwell Rabb, and others
including Helene Von Damm to ascertain the feasibility of and
set the initial effort for the New York Announcement Dinner.

RE: NEW YORK TRIPS BY CZW AND MJW IN
CONNECTION WITH REAGAN ANNOUNCEMENT
DINNER

~4 September 12, 1979 Los Angeles~to New York,.CZW

~Jx September 12, 1979 Los Angeles to Washington, D.C. to
S New York, MJW (charge to Reagan is Los Angeles to

New York)

September 18, 1979 New York to Los Angeles,. CZW

September 18, 1979 New York to Los Angeles, MJW
~JSeptember 27, 1979 Los Angeles to New York, CZW

€( October 5, 1979 New Yor'k to Los Angeles, CZW
( October 15, 1979 Los Angeles to New York, CZW

~October 19, 1979 Ls Angeles to.Minneapolis to
New York, MJW (charge to Reagan is for coach

Sfare for Minneapolis to New York)
(November 15, 1979 New York to Los Angeles, CZW

~j~ November 15, 1979 New York to Los Angeles, MJW

While the air fare represents first class travel, we are billing

~you for the coach fare.

0 The foregoing comprise nine one-way legs between Los Angeles

and New York plus one portion from Minneapolis to New York (MJW).

The one-way coach fare for the New York/Los Angeles legs are
at $276.85 plus $22.15 tax or $299 times irine for a total of
$2691 plus the MJW Minneapolis/New York coach rate of $151
including tax, for a grand total of $2842.

The documentation for these various charges are attached.

(Continued)
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I have haad written in red letters "At" through "I"tt inclusive,
opposite the trips noted on the preceding page, and have keyed i
these letters also in red to the correlated on the attached
bills." ,

_ RE: .ADDITIONAL CHARGES

I am also enclosing documentation for the following: "

1. An American Express charge by National Car Rental in the
amount of $299.35 incurred by my son, CZ, in transporting i
technicians and others associated with filming the Reagans, !
the airport office personnel, and the airport scenes for ,
the Reagan political film. This involved rental of a large i
truck for the technical equipment plus a station wagon for

the personnel.•

2. A Mastercharge slip for Fullers Stationers in New York in ,
• the amount of $74.62 representing office supplies used &t

the Ground Floor Headquarters in New York at the Mayfair
"- Regent Hotel in conjunction with the Announcementu Dinner. i

3. A COPY QUICK bill in the amount of $131.07 paid in cash. i
f This was for the preparation of press .kits for distribu-

tion at the September 30, 1979 brunch at the Pierre Hotel
~~in New York. This was the first gathering of prospective i

' volunteers to assist u in the formation of the Ground Floor
~Committee in conjunction with the Announcement Dinner on
.... -. November 13. The Reagans were in attendance as well. i

These press kits were used for a'number of weeks after
(7) September 30, 1979 in the absence of any available from

California.-

4. A Mastercharge of $10.24 incurred by Mary Jane Wick onCOctober 10, 1979 for items for the $10,000 Club reception

? held at our home on October 12, 1979.

S 5. A bill from the florist, Stanley R. Kersten, dated October
12, 1979 in the amount of $140.98 for the $10,000 Club
party held at our home.

* 6. Madden Limousine bill dated October 8, 1979 for round-trip
transportation from New York to Ray Donovan's New Jersey
fundraiser with Mr. and Mrs. William Casey, co-chairman
for the New York Dinner. The affair was at Bedminster,
N.J. on September 30, 1979. The amount was $188.80.

In addition to the attached documentation, there follows this
page a "Sunmmary of Sums to be Reimbursed to Charles Z. Wick"
totaling $19,478.59. Please make the check payable to me.

(Continued)
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If you have any questions, please contact me.

Best wishes,

Charles Z. Wick

CZW: vr
Enclosures

SUMMARY OF SLIMS TO BE REIMBURSED
TO CHARLES Z. WICK

$ 766.0514,Z 6.61
105.87

2,842.00

838.06
$19,78.59

Madden Limousine Bill (Pg.2)Hotel Charges, Mayfair Regent (Pg.4)
Hotel, New York Hilton (Pg. 4)
Los Angeles-New York Transporta-
tion (Pg. 4)
Miscellaneous Items from Page 5

Page 6.
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ine .E C~indi. I8' 4~d C.rnmrirne ,i, ;va
R EAGAN FOR PRESIDENIT

A. Full 1.-ne, t.?a.idni A~d,-m- and ZIP C.d. of Debtor or Cte.rcr Ca,. (niontfl. A.'ount of Criinal Curmu!3:ive C'Jura:.ir.g aala.'icu

day.yec O.~t. Contr:aJ Payment at1 Col¢e of

Alta Monte Springs., FL 32701.J1/1/80 S 82.00 I $ -0- 82:00

NATURE OF O3LIGATZON (Ceil of D'e.d:

EQUIPNE.MT RENTAL

B.Ful ~en. Mslw 4.r~ei ZP .~ o D~tr r t~g~ Ct.Cmn~t.Ato f Ce';in~tl i  C~r'ut ivw Ou:s1,anoinq 6.atacw
Ed NicholsAsc ISSO Y.ly, ) Ot--t.C,=ntr-a-. P ;vmgrt a r ogo1 .A'.re.tg or To Cr.- Ths, P,,nccS i
Bethesda, 4 20014 I3/15/80 7894.31 l

NAUR O 3/15/C.80f )eo De:: 462.38 s -0- S 70.814.78 }

3/14/80 2551.10
3/14/80 520.92I

" •3/15/80 32S4.1I1
MtAILI1JG SERVICES 3/14/80 1329.79

C-3/14/80 39,7"13.73

C. Fufl Namero, MaiI lrnq ,,% e Mid ZI ) C . of Oe or ,C.Kit C,-te' 'rct.Amount of Cri;i.iuef C, .muialivs O us~riercing 4;anc.
Ch a rle s Wi{ck fA41ritliefl orj J To D1Is T';his Per".od

120 S. Mapleron Dr. PromI
Los Angeles, CA 90024 11$1485 9485

NATUFRE OF CBU.GATIC:N (Dr~de of De-d: f

PROFESSIONAL SERVICES

i................

CAR'r CU :{:CItNG ZAI..ArIC5 C.'IY 7O -'' "..'P .*;:l~y

AJpo..w-s y AO 3.¢. 1576:. (AC .5 :S7 , .: :a

APRIL 1f'HLY: March 1, 1980, to March 31, 19.80
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Wai.%sfln ?on, D.C. 204--63

OE-3Th A.t' OE,,LCAT1C:;

Supporting tL.o N'umbei-s 12 cr4 13
of FEC For-n 3?

(Us.e S, =FR@ Ze..huls for
ecnflurr,a l itne¢

Any, infon'na'ion reo':'r:.d h.-rein may no: b. copied for sa-le or use by =-y perso., for puroses of solici:inq corntribuuicr5 or for
any ommercal ou~ce.

N~ani.. of Canaaasa 6nlJ C.r,"..n.i e in Full-'

Reagan Eor President:

%-.O. Bo 3 roi~

_________________________,ni S S
-AUR OF 3L19478.59ai o C~

AJR Cas. Z.,TC Wic.a IoCf j yesr: j I: . o

-q Fundrais ing Expenses .

C.. Fullt h e. I,.a:I;n,; ,:.do"s:i &.-4 Z C.,of = cI o o r C.-:I-.tr .,n's n:rltn, ,ArY rrt of C:(.;r.af Carla:t.v Out'Fancung .;41j. ay.'' yer) Ca€:. C.n - s . Flymens at Co:st ct
LnyWlsA.,rer.nevi or To ,Caca .This Perio.

P.O. Box 1132 1-23-80 300.00
N. Willesboro N.C. 28659 f2-28-80 2100.00 1 2400.00 0.00

___ __ _ __-3__ __ _ __-__ __ _ __ _ __ _ __ _ 600.00 600.00 S

NATURE OF CBU.GATZO',J lO.-i of C.a.'d:

Professional Services"" •

Z JaTOTALS Thea,s ieca This ;-rr (c..::r4)................................. S

APIL ?,f Hy: March 1, 1980, to March 31, 1980

/1 2079.36I s

;s.

19478.59
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MAY MONTHLY: April 1, 1980, to April 30, 1980

F ,,,,-, (leeo oal.uo ITEMIZED E XPENDITUR ES LIFUS BERU.a

3' SU,-1. PEw. (Operating. Exempt Fufndraistng. Leeal and Accountrnrj. (u,. ,,,,,a,, ,ftdVII) fO,

w.a ,h?., o.C. -'Ir Transfers Out, Contributions in.Kind. Loans, Loan ,w. flunMOW l-e)

Repayments and Refunds Made)
Supporting Lin .s 24a. 25 , 2ea, 26b, and 27a

of FEC Form 3P

J

C#1iil;?;

9'. 1

.....

t~ a.~b.QAa3.taaOt

NOTE: Any jnfor, .ron r, cE herF'n ma, not a. eo' eI 'kr1 .d. o, s ajt any per..n ,o' p .'r . of soI,- G ,,.tbUU,' cr
|. for oany co ...frC:J/ ur;Ose.

REAGAN FOR PRES1Dt FT

A. Pail N..ra. MbUnq A e and ZIP Co Par 'euian el Eaonowr. te imeth. A namt o* ..ce c .
Ea~1e Printin~g & TherTrcgraphing co.j diy .yW) P dWn. ,Wod
2894 :crth- "!ilwaukee Ave. Printing '+f9160 5628.37

" Chicago, IL 6061a

Charles Z. w;ickI[ eimbursed for hotel ,.vu ,, ., , I
120 South Ya~eton Dr. iaccomodations, air 4/9/80 |.$85

Los Angeles, CA 90024 | ravq~l S limousine

ELaine Lobitz R~musdfor travel u..v.,,I ).,,,.ue.,ce,-ea
174' ivercresr Rd. food & lodgingI.S 5!

( Lakiand, . 55043

\'ought Cerporat icon w.ver, ;*-.tuey,.s' G,,.:O

Dal 1. s, TX 75265 vice"

1 0 21n ~ e P ::arq h A j ean I B i rd A il fa r a e xp n e' t rie -I I 8 A3 1 ".t §

Pah . 5+a ch, FL 33'-SJ burserecnt

P. PIdl Nwi. MIa'I,, Acu:la end ZiP CO. jPiabcai61uI of £eo=,.o.e Care Irnoro. Aaort af ,ac ea.

Social1 Picterial Inc. .I, p,*0,ue L., P,@.¢d

Box 59i Prnin /11/S0 775.('

Palr: E ~ah. FL 53'.83

Shouth .:.ry Td. l Accouiodati£ons"//s71.%

~.Pa 1r 5< .&., FL 33 U 1
SUT.Lcf " ,, ca. :.s'- '.'--a5...................................................

..................~ ar~ ~j!.-r ....................... S ,.' '

4
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MAY MONTHLY: April 1, 1980, to April 30, 1980

(iIIUC C' DEBTS AND OIL2CATION3

Supporiing h tin... ,rmt, 12 cnd 13
of FEC Forn ,?:

-i/" 12

PwJ - of -- lot

1L10 SJleifS $Ci.,u,, s fo,

,_y________________.,____ry_____op__f______r____y___yeron_ iI osJ o slilinl€ortrl~iralort~

anll'y co?'mrerci~I ;L..r;0,se.

*fld orc.,iia. tel £d C fvYm~ile! in Fyll

1eagen for President

k, IfulS lUim.. MaLing~m Ad +rr mZI C0os If t4.,0Iorovr Cu~. cr t c:.-a¢i'. Ar.+t of C'a,.r,,I C..,null0t ICJ'fan'ql€P+:.

9100 S. Sepulveda Blvd II
LA, Ca 90045 * 0-19-7 S 1 7 4 7 .0 6  s18,32a.67 i i 0.00

-NATURE CF C3LiCATi. tC4lajjof Cemj;t|

'Direct mail services

*_

B. rt Uvlii I lv &D~.ash.i Ae+rt3 cr4 Z? C-;.G ofl oiete © Ci -rc " e:1 l,-- ' ;A ~ .* Ct.;.,ul i  C.- .ve Ov .l3.l. "- :.

Islander Helicopter Corp. GIY.ytL* [t Ccr"' ^z= :i --. t ,,C:u
' , North Ave. I I, I,

Garden City, N.Y. 11530 10-10-7 220.C0
i"-s S 0.00 I 220.0)1

c- Charter •Service- "

B. V~rt USa rr'~* iAa i.-~; i~ ar4 Z2 C.~.a of C.eo:oe or Cr~c~e

Chas. Z. Wick

• 120 S. Eaplcton Dr.
L.A., CA. 90024 .

NATURE CF CA4' t,'i,of Cecil:

Furndraisirng Expenses

-J.OT-...-..., ;... .- - _, - -..-.,: ... " . . . . .. . . .!s 3St7+ ?+ Is3 ",7 2 0
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g(461a/i Country , r '

"-E

~. -0.

May 19th, 1980 il

Dear Goy, and Mrs. Reagan,

I began your campaign in Linn County because I felt I
might be able to help you - the biggest supprise has been that

i've helped myself more.

The Reagon Country Buttons have been very successful. On

$125.00 investment for 500 buttons you have made quite a profit.

We charge your supporters a dollar donation per button. The

Reagan Angel buttons brought us :$25.00 per button.

The Reagan Rally check for$0,000.00 has been written and

will be presented today.

Enclosed are a couple of letters, which are really your

words put in Linn County language. They must be considered

effective as they have the eye of everyone running for office.

My husbands company packages ithe coffee and its going to be

a Reagon exclusive.
de have had the help of twelve women in our office-and

believe rre our office is the envy of all. We Are All Producers'

Anerica needs yourjleadership'. ie are going to win

OYregon for you Nay 20th. Good luck, and cheers for the team

El
b

* . ..... . rL,.* r

I)
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~Ciu Cowff4'4

Keaga;; Coua'rj,
920 Cliiy Sired SC

4Afb4if~e O~9oK 97321
('503,) 9674950

4
Campaign 1980

Dear Friend.

My support for President of the United States is going to Ronald
Reagan.

I believe he is the only candidate of either party, who has the leader-
ship. knowledge and capability to direct our nation during these high in-
flationary and troublesome times.

As a registered Republican you may enjoy stopping by our head-
quarters at 920 Clay Street SE (Wines Santiam Plaza). Our telephone
number is 967-1980.

We are moving ahead with our local organizational work and would be
delighted to have you join our team.

Cheers and warm regards.

Norma Byer
Linn County Chairman

... d.

: "- '-,, .. .

J. .=...,, ..,.,,.

.................. . ... -- _ , _. ---.• "° ., ,l-llr - -- ---- " • -- -...... -



Campaign 1980

Dear Friend.
The election of a president in 1980 may be the most important deci-

sion American voters will make during the remainder of the 20th Cen-
tury.

If you haven't the time to sit down and share a cup of coffee with us at
our "Reagan for President" headquarters, 920 Clay Street SE, (Wines
Santiam Plaza), please enjoy this sample of Mountain House coffee. Let
us tell you about our candidate, Ronald Reagan. He is the man to make
America great again! As Governor of California for eight years, he prov-
ed what better government could do. The state was facing bankruptcy
when Governor Reagan took office. The legislature was dominated by
the other party. Asserting his leadership, he turned the red ink to black.

By the way, did you know if California was a country by itself, it
would rank as the eighth largest industrial nation in the world?

To solve our aimless drifting from crisis to crisis at home and
throughout the world, we need and must have a wise and experienced
leader.

Let's make AMERICAN great again and elect Ronald Reagan for
President! --.

lFreeze dried "

Cheers,

Norma Byer
Linn County Chairman

fr,-/ ,i1 2,a,

/

4~., ~(

geaia~j Cowtt 0 920 Caly Sired ,.
A{lbau!t Oirqoi 9 7521

(505) 967- 1950
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Q EAGAN for PRESIJ ENT !

0841 Airlpori Doule~arda I

2t1il' 13.)JIi!

-. . . " [LO I Af %nqlv. . C~liurnia 90045

October 5, 1979

Ms. Ruth Jones i!

Ruth Jones, Ltd.
123 East 75th Street i

New York, New York

Dear Ms. Jones:"ii

,';" This will confirm the agreement between this committee and

, your firm regarding media services for the Ronald Reagan
"" ~presidential campaign. !

This committee agrees to engage your firm, effective October 1,e

0' 1979, to assist in the planning of all media advertising for !

the Reagan 1980 campaign, and to order the schedules for media

"' advert is ing.

For these services, the Committee will pay Ruth Jones, Ltd.
.("i.,a fee of $3,500.00 per week, commencing the effective date of

this letter and payable on the last business day of each month,

' " through March 31, 1980. If it is generally considered at that i

C.9. time that Ronald Reagan has effectively secured the nomination,i

both parties agree to renegotiate this agreement for a mutually!

o, acceptable fee arrangement during the interim months until

planning begins for the general election. Should the status

¢ of the nomination not be clear by March 31, the original te~i's

will remain in force until July 31. when this agreement wal: i

be renegotiated regarding fees to be paid for general electiO
-

service. In eil-r c = it i'g a9reed that, in the event Mr.
Reagan is nominated, Ruth Jones. Ltd. will conti.nue toha.-

the nedia services outlined through the-gnealeectlonl.

The fee w il'. provide the services of Ruth Jones and one
senior associate. The Committee will-pay all out-of-pocket

expenses incurred on its behalf, including such things as

salaries and relevant payrol] taxes od additional media

buyers, telephone, travel and accounting costs with conn~ectionl
with monthly ?.E.C. reports. The employment of additional

media buyers or other personnel will be approved in advance"

by the Reaag'n for President c-o|-Lrittee.

Rcr.iaan h ur lul S' '- i, -Ls1111td S1a' - Sc-l,.uhu P~il L.s,.. Cui,sndm~as E." Ru~:l-an~f. Ttca.ts cr

.. :.r ,, , . (r..~ El m.e %" ts ,e-r . ,n t fd,-, -1 is. *,, so ? l|%eI s sII'I )L..llt..I ¢ihhl.. . |.h.I'lit if|....it----i1I~l~i.fII4.)fl)n.?. F..-, . ......... ai*i t l)-1?i |rlia
r

.Jf . .?ili . ~ ..



Ms. Ruth Jones
October 5, 1979
Page Two

"J Media advertising will be billed to the Committee at net

(gross less 15% agency commission).

If the foregoing meets with your approval, please sign and

return one copy of this agreement to us for our files.

Thank you.

Very truly yours,

REAGAN FOR PRESIDENT COMMITTEE

Bay Buchanan
Treasurer

~ACCEPTED AND APPROVED

.0 ... BY RUTH JONJES, LTC.

BY,:

Date ___ __ __ __ __._

C I

.. .. :.-, . ° - - .: ,--2 _- :/. e:, • • • o



This agreement made this 2nd day of September, 1980 by ar

between the Reagan for President (Committee) and Ruth Jones, i;

Ltd. (Jones) .

WHEREAS, the Committee and Jones entered into an agreement

dated October 5, 1979, whereby Jones agreed to assist in the !i

planning of all media advertising for the Reagan 1980 campaign;

and '

WHEREAS, the Committee does not believe a contractuali

obligation exists between the Committee and Jones; and

HEREAS, Jones does believe that a valid and binding

contractual obligation does exist between the Committee and Jot

. ~and that a court of law would award Jones at least one hundred i

. thousand dollars~ in dainages for the breach of such contractual 01

O : ~rights; and ..

: WHEREAS, both parties, being cognizant of the uncertaintiei

length and financial cost of contract litigation do agree that

a fair and just legal settlement of this matter, arising out of

* the primary, would save both parties time and legal expenses;

•, do mutually consider any contractual rights created by the

O October 5, 1979 agreement terminated;

NOW, THEREFORE, in consideration of Jones' agreement to

cancel the contract of October 5, 1979, it is agreed as follows€

1. That Jones will have no further responsibility to the

-. Cornrittee for media services.

2. The Co.mmittee will pay Jones:$30,OO0 in full satisfact

i of all rights and claims that Jones may nave under the contract

) of October 5, 1979.



**3. The rties mutually release :hother as of August 3O II,
1980 of any contractual obligations. ii'[

IN WITNESS WHEREOF, the parties have signed this Agreement

as of the date first written above.

lxi-

",.

0
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Reagan For President

June 3

Telephone bank use-Pre election campaign24 phones- 35¢ each

RECEIVED JUu - .

$8.40

___________________________________

Yours truly,

JACK M:APR H."- 61..

•a.:ab

Enclosures -

/ "N -

_________________________________________________________________________
__________________________________________________________________ * ~ 1 - ::7: 4F -~- Vb 1t ~
____________________________________________________________________________ I ILL 11111
40 _________________________________________________________________ ~

__________ -I-i---'
____________________________________ - - - . - - - *1-- - - ___

_______________________________________________________ -I-- - .1-I- I
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.- © CHAL=PMAN ~etter

Chapman ,Copn.REALTORS 3212 34th Street Lubbock. Texas 79410 Telephone (806) 799.432 1
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~,4. C Sc~6 v63-~2b

JACK MARHA
OIL PROPERTIES

SUITE 1232
3500 BROADWAy

LUBBOCK TEXAS 79401

June 5, 1980

£

~ .~o6 799-6769

Jan Rowley
REAGAN FOR PRESI DET
2825 Hanbock, Suite 1
Austin, Texas 78731

Dear Jan:

I herewith enclose Chneck 624, 6-3:80 in thle anount of S25.00 - contributed
by M/IM Ray Chapmen; also, bill from Chapran BetterHomes i__n the amount
of_ 8.4Odated 6-3- 80.. Please nail check "back to writer so I can
handle. Thank you.

Yours truly,

*JACK MAPRKHAM 7 ,

.....................

J.: ab

_r c1osures -

6. '.: ..

/

(~J 
~-

:,

*. g~i
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M E MO

TO:

FROM:

Reagan Headquarters

Warren Properties

Charges for phone usage:
9

5 phones @ 35¢ x 6 days $10.50

~95~ /,~2

,C

DATED:
April 30, 1980

RECEIVED JUN'O 3 1980

5511 parkcrest suite 107 asitxs771524421

SwarrenProperties
Realtors, i nc.

512-454-2713austin, texas 78731



.. ): EXOTc COMPAN•

May 28, 1980

I NVOI C E

TELP1NE REYTAL

Aril
April
May 3

15 - 2 phones
16 - 2 phones
- 5 phones

$.3 =.-
$. =@ -

TOTAL

$ .70$ .70
$1.75

$3.15
(~2(I C
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I
II
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F F EDERAL ELECTION COMMISSIONIS. WASHINGTON, D.C. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Charles Wick
120 South Mapleton Drive
Los Angeles, CA 90024

Re: MUR 1349

; Dear Mr. Wick:

( On , 1981, the Federal Election Commission
determined that there is reason to believe you violated

!/) 2 U.S.C. S 441a(a)(1)(A), a provision of the Federal Election
O Campaign Act of 1971, as amended ("the Act"), by making an

excessive contribution of at least $18,712.54 to the Reagan
5 for President Committee. The General Counsel's factual and

legal analysis, which formed a basis for the Commission's
" finding, is attached for your information.

¢" " Under the Act, you have an opportunity to demonstrate
.q. 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. Additionally,

please submit answers, under oath, to the enclosed questions
"'? within fifteen days of your receipt of this letter.

~In absence of any additional information which demon-
strates that no further action should be taken against you,
the Commission may find probable cause to believe that a
violation has occurred and proceed with formal conciliation.
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 request by letter.



Letter to CharlesPage 2S

If you intend to be represented by counsel in
this matter, please advise the Commission by sending
a letter of representation which states the name,
address, and telephone number of the counsel, and
authorizes such counsel to receive all notifications
and other communications from the Commission.

The investigation now being conducted will be
confidential in accordance with 2 U.S.C. S 437g(a)(4)(B)
and S 437g(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
description of the Commission's procedures for handling
possible violations of the Act. If you have any questions,
please contact Maura White, the staff member assigned to

S this matter, at (202) 523-4060.

Sincerely,

b.e

Enclosures
~General Counsel's Factual and Legal Analysis

Procedures
C Questions



ERAL ELECTION COMMISSION@i ii

GENERAL COUNSEL'S FACTUAL AND LEGAL ANALYSIS i!

DATE___________MUR NO. 1349

RESPONDENT Charles Wick STAFF MEMBER & TEL. NO.
Maura White
202-523-4060

SOURCE OF MUR: INTERNALLY GENERATED

SUMMARY OF ALLEGATIONS

Based on information obtained during the post-primary
audit of the Reagan for President Committee ("Committee"),
the Audit Division referred this matter to the Office of

"-- General Counsel. Involved is an apparent excessive contri-
__ bution of more than $18,712.54 to the Committee from Charles

Wick in violation of 2 U.S.C. S 441a(a)(1)(A).

O FACTUAL BASIS AND LEGAL ANALYSIS i

Section 441a(a)(l)(A) of Title 2, United States Code,
states that no person shall make contributions to any
candidate and his authorized political committees with
respect to any election to federal office which in the

4Q aggregate exceed $1,000. Section 441a(f) further prohibits
CI any political committee from knowingly accepting any contri-

bution in violation of the contribution limitations. The
S term "person" is defined at 2 U.S.C. S 431(11) to include

an individual, partnership, committee, association, corporation,
n5 labor organization, or any other organization or group of

persons.

Pursuant to 2 U.S.C. S 431(8)(B)(iv) and section l0O.7(b)(8)
of Commission Regulations, the term "contribution" does not
include any unreimbursed payment for travel expenses made by
any individual on behalf of any candidate to the extent that
the cumulative value of such activity by such individual does
not exceed $1,000 with respect to a single election. Prior
to January 8, 1980, the effective date of the 1979 Amendments,
this exemption was only $500. _See former 2 U.S.C. S 431(e)(5)(D)
and former 11 C.F.R. S 100.7(b)(6).

A
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Additionally, any unreimbursed payment from a volunteer'spersonal funds for usual and normal subsistence expenses
incidential to volunteer activity is not a contribution.
11 C.F.R. S l00.7(b)(8).

During a review of the Committee's expenditure records
the Audit staff noted a letter from Charles Wick to the
Reagan for President Committee dated January 18, 1980, requesting
a $19,478.59 reimbursement from the Committee for expenses
paid by Mr. Wick in conjunction with the primary election
campaign. 1/ According to the letter, the expenses were
incurred during the period of September 12, 1979, through
November 15, 1979, and were for such costs as limousine
charges ($766.05), hotels bills ($15,032.48), airline trips
($2,842.00) and miscellaneous items ($838.06). Mr. Wick's
letter states that the hotel accommodations were "used as a
general headquarters and office for the New York Announcement
Dinner Ground Floor Committee" and it appears that the other
expenses for which Mr. Wick requests reimbursement were related

C." to that activity as well. Mr. Wick informed the Committee
that because he determined some expenditures he incurred

- to be "personal expenses," he did not bill the Committee for
them, and that "[wihile the air fare represents first class

e travel, we are billing you for the coach fare." 2/

Documentation accompanying Mr. Wick's January 18, 1980,
? letter indicates that his wife, Mary Jane Wick, paid at

least one of the bills which were later submitted to the
S Committee for reimbursement. The bill was in the amount of

$766.05 and was incurred for limousine services. Additionally,
C9 a review of Commission records reveals that Mary Jane Wick
S made a $1,000 contribution to the Reagan for President

Committee on March 26, 1979.
C7

The March 1980 report of the Committee reported a debt
['> of $19,478.59 to Charles Wick for professional services and
S fundraising expenses. The report for April 1980 reported

payment by the Committee of $19,478.59 to Charles Wick on
April 9, 1980. The expenditure was reported on the expenditure
schedule as being reimbursement for "hotel accommodations, air
travel and limousine service"; the corresponding debt schedule
reported the nature of the obligation to Charles Wick as having
been for "fundraising expenses."

1/ Charles Wick made a $1,000 contribution to the Reagan for
President Committee on March 26, 1979.

2/ The air fare charges represent nine one-way trips between
Los Angeles and New York plus one trip from Minneapolis to
New York. Six of the trips between Los Angeles and New York
were taken by Charles Wick. The remaining flights were taken
by Mrs. Wick. In the course of the audit, it as learned that
the Committee had adopted a policy of paying only coach fare
for persons traveling at Committee expense.
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It is the view of the General Counsel that an excessivecontribution of more than $18,712.54 ($19,478.59 less $766.05)
from Charles Wick and an excessive contribution of $766.05
from Mary Jane Wick existed as a result of the advances made
by them. 3/ The apparent violations are aggravated by the
fact that a full seven months elapsed from the time the
Wicks incurred some of the expenses to the time they were
reimbursed, and three months even elapsed from the time the
Wicks billed the Committee to the time they were reimbursed.

The Act plainly contemplates that an "advance ... of
money or anything of value" is a contribution. 2 U.S.C.
S 431(8)(A)(i); former 2 U.S.C. § 431(e)(I). While past
Commission pronouncements have indicated that individuals
may incur expenses on behalf of political committees and
receive subsequent reimbursement, 4/ the Commission has

)9 never indicated that the advances made by such individuals
are not contributions subject to the ACt's limitations.

-- Indeed, it would undermine the purposes of the contribution
r~m limitations if an individual could incur massive expenditures
~for a candidate or committee with his or her own funds without
~affecting his or her contribution limitations. This

is no less so if the individual is expressly designated as an
OD agent of the candidate or committee. The candidate or committee

3/ The amount Charles Wick contributed to the Committee in
~excess of the contribution limit constitutes the $18,712.54

owed to Mr. Wick for hotel bills, airfare, and miscellaneous
~items plus the difference between the first class and coach

rates for his wife on three airplane flights between New York
O and Los Angeles and one flight between Minneapolis and New
(2 York. As stated above, only the coach rates of the flights

were submitted to the Committee for reimbursement. As
Charles Wick, not Mary Jane Wick, appears to have paid for
Mrs. Wick's flights, the $500 travel exemption then permitted
to Mr. Wick under the Act is not applicable to those fare
differences. However, the monetary difference in coach and
first class airplane fares for the six flights taken by
Mr. Wick should be considered to qualify under Mr. Wick's
exemption for travel expenses. Based upon documentation
attached to Mr. Wick's letter and information obtained from
a commercial airline, the rate difference for the six flights
would not have exceeded $500.

4/ In the Financial Control and Coinpliance Manual for Presi-
dential Candidates Receivina Public Financing (Primary Election
Financing), July 1979, at pp. 138-143, for example, it is state~d
that a political committee should report the overall reimbursement
to an individual for expenditures on Schedule B, with memo entries
detailing the ultimate recipients and particulars of each expen-
diture above $100. This implicitly approves of the concept of
individuals advancing funds to a political committee and
receiving reimbursement thereafter.
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plainly enjoys the benefit of the goods or services fromthe moment they are purchased by the individual. The
transaction represents a contribution as long as the
advance is unreimbursed and, in that sense, it resembles
a loan transaction (which is clearly subject to the
contribution limitations).

In the General Counsel's view the contribution arises
from the moment the individual makes payment for the goods
or services, i.e., at the time cash, a check, or a credit
card is tendered. At that point the vendor receives either
money, a negotiable instrument, or a firm contractual right
to payment, and the candidate or committee receives goods
or services through the efforts of the individual. At that
point also, there will be a written receipt or other documen-
tation available to evidence the date, amount, purpose,
and payee of the transaction. See 2 U.S.C. S 432(c)(5).

It is true that Commission regulations, at 11 C.F.R.
--- S lO0.7(a)(4), provide that the term "contribution" does

not include the extension of credit by any person for a
! lenth of time within normal business or trade practice.

However, this limited exemption is geared toward businesses
~and commercial vendors which have established, standardized
~billing cycles whereby goods or services are routinely provided

first and paid for later. Individuals carrying out volunteer
" political activities, rather than business or commercial

activities, cannot claim the benefit of this exemption, in
~the General Counsel's view.

" In the instant matter, because Mr. and Mrs. Wick
~had already each contributed $1,000 to the Committee, they

were not entitled to advance additional sums to the Committee.
9 The Committee should have either paid for the various expenses

directly by committee check or advanced funds to the Wicks to
eO enable them to incur the expenses. In the view of this office,

it is a matter of considerable importance that committees not
be able to "ride" on the credit of various individuals in a
manner which enables the committees to receive goods and
services without payment and enables the individuals to exceed
their applicable contribution limitations. 5/

5/ It would not be impermiissible for individuals who had not
reached their contribution limit to advance funds to a
candidate or committee as long as the advance did not cause
an excessive contribution. Thus, for example, individuals
authorized by a candidate's committee to carry out committee
activities will ordinarily be able to make expenditures from
their personal funds for items which are needed on short
notice. Such expenditures, however, will not be able to
exceed $1,000 when aggregated with any other outstanding
contributions by that individual.
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Recommend a tion

1. Find reason to believe Charles Wick violated 2 U.S.c.
S 441ala)(11) (A).

C))

,V:

(~:)

Co"i.

'I



Questions: Charles Wick i

1. In regard to the $19,478.59 reimbursement you requested

from the Reagan for President Committee on January 18,

1980, please state, f or any amount you were reimbursed , .

but for which you did not originally make payment, the -~i

name of the person(s) who made payment, and, if known,

the amount, date, and, method of payment. For each payment i

please also state the name of the person or entity who

provided the goods or services.

S 2. Please state the monetary difference between the

0 cost of first class airfare and coach airfare on all airplane

S flights taken by Mary Jane Wick which were submitted to

the Reagan for President Committee for reimbursement on

January 18, 1980.

U



IF EDERAL ELECTION COMMISSION7 WASHINGTON, D.C 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mary Jane Wick
120 South Mapleton Drive
Los Angeles, California 90024

Re: MUR 1349

Dear Mrs. Wick:

.On , 1981, the Federal Election Commission
determined that there is reason to believe you violated
2 U.S.C. S 441a~a)(1)(A), a provision of the Federal ElectionCampaign Act of 1971, as amended ("the Act"), by making an

~excessive contribution of $766.05 to the Reagan for
President Committee. The General Counsel's factual and~legal analysis, which formed a basis for the Commission's

~finding, is attached for your information.

C9 Under the Act, you have an opportunity to demonstrate
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

C response should be submitted within 15 days of your receipt
of this letter.

... In the absence of any additional information whichdemonstrates that no further action should be taken against
you, the Commission may find probable cause to believe thata violation has occurred and proceed with formal conciliation.
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 request by letter.

. . . .. :, , ; , .. . ' . , ." i



Letter to Mary Jane WickPage 2

If you intend to be represented by counsel in this
matter, please advise the Commission in writing by sending
a letter of representation which states the name, address,
and telephone number of the counsel, and authorizes such
counsel to receive all notifications and other comnmuni-
cations from the Commission.

The investigation now being conducted will be confi-
dential in accordance with 2 U.S.C. S 437g(a)(4)(B) and
S 437g(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
description of the Commission's procedures for handling
possible violations of the Act. If you have any questions,
please contact Maura White, the staff member assigned to

"" this matter, at (202) 523-4060.

Sincerely,

Enclosures
C General Counsel's Factual and Legal Analysis

Procedures



ERLELECTION COMMISSION ./

GENERAL COUNSEL'S FACTUAL AND LEGAL ANALYSIS ~!

DATE__________ MUR NO. 1349

RESPONDENT Mary Jane Wick STAFF MEMBER & TEL. NO. i
Maura White
202-523-4060

SOURCE OF MUR: INTERNALLY GENERATED

SUMMARY OF ALLEGATIONS i

Based on information obtained during the post-primary
. audit of the Reagan for President Committee ("Committee"),

the Audit Division referred this matter to the Office of
-- General Counsel. Involved is an apparent excessive $766.05

contribution to the Committee by Mary Jane Wick in violation
b9 of 2 U.S.C. S 441a(a)(lI(A).i

~FACTUAL BASIS AND LEGAL ANALYSIS

Section 44la(a)(l)(A) of Title 2, United States Code,
t states that no person shall make contributions to any
.. candidate and his authorized political committees with

respect to any election to federal office which in the
aggregate exceed $1,000. Section 441a(f) further prohibits
any political committee from knowingly accepting any contri-
bution in violation of the contribution limitations. The
term "person" is defined at 2 U.S.C. S 431(11) to include

cO an individual, partnership, committee, association, corporation,
labor organization, or any other organization or group of
persons.

Pursuant to 2 U.S.C. S 431(8)(B)(iv) and section 100.7(b)(8)
of Commission Regulations, the term "contribution" does not
include any unreimbursed payment for travel expenses made by
any individual on behalf of any candidate to the extent that
the cumulative value of such activity by such individual does
not exceed $1,000 with respect to a single election. Prior
to January 8, 1980, the effective date of the 1979 Amendments,
this exemption was only $500. See former 2 U.S.C. S 431(e)(5)(D)
and former 11 C.F.R. S l00.7(b)(6).
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Additionally, any unreimbursed payment from a volunteer'spersonal funds for usual and normal subsistence expenses
incidential to volunteer activity is not a contribution.
11 C.F.R. S l00.7(b)(8).

During a review of the Committee's expenditure records
the Audit staff noted a letter from Charles Wick to the
Reagan for President Committee dated January 18, 1980, requesting
a $19,478.59 reimbursement from the Committee for expenses
paid by Mr. Wick in conjunction with the primary election
campaign. 1/ According to the letter, the expenses were
incurred during the period of September 12, 1979, through
November 15, 1979, and were for such costs as limousine
charges ($766.05), hotels bills ($15,032.48), airline trips
($2,842.00) and miscellaneous items ($838.06). Mr. Wick's
letter states that the hotel accommodations were "used as a
general headquarters and office for the New York Announcement
Dinner Ground Floor Committee" and it appears that the other
expenses for which Mr. Wick requests reimbursement were related

l: to that activity as well. Mr. Wick informed the Committee
.. that because he determined some expenditures he incurred

to be "personal expenses," he did not bill the Committee for
, them, and that "[w]hile the air fare represents first class

travel, we are billing you for the coach fare." 2/

Documentation accompanying Mr. Wick's January 18, 1980,
¢9 letter indicates that his wife, Mary Jane Wick, paid at

least one of the bills which were later submitted to the
Committee for reimbursement. The bill was in the amount of

S $766.05 and was incurred for limousine services. Additionally,
a review of Commission records reveals that Mary Jane Wick

" made a $1,000 contribution to the Reagan for President
,_ Committee on March 26, 1979.

~The March 1980 report of the Committee reported a debt
of $19,478.59 to Charles Wick for professional services and

S fundraising expenses. The report for April 1980 reported
payment by the Committee of $19,478.59 to Charles Wick on
April 9, 1980. The expenditure was reported on the expenditure
schedule as being reimbursement for "hotel accommodations, air
travel and limousine service"; the corresponding debt schedule
reported the nature of the obligation to Charles Wick as having
been for "fundraising expenses."

1/ Charles Wick made a $1,000 contribution to the Reagan for
President Committee on March 26, 1979.

2/ The air fare charges represent nine one-way trips between
Los Angeles and New York plus one trip from Minneapolis to
New York. Six of the trips between Los Angeles and New York
were taken by Charles Wick. The remaining flights were taken
by Mrs. Wick. In the course of the audit, it as learned that
the Committee had adopted a policy of paying only coach fare
for persons traveling at Committee expense.
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It is the view of the General Counsel that an excessivecontribution of more than $18,712.54 ($19,478.59 less $766.05)
from Charles Wick and an excessive contribution of $766.05
from Mary Jane Wick existed as a result of the advances made
by them. 3/ The apparent violations are aggravated by the
fact that a full seven months elapsed from the time the
Wicks incurred some of the expenses to the time they were
reimbursed, and three months even elapsed from the time the
Wicks billed the Committee to the time they were reimbursed.

The Act plainly contemplates that an "advance ... of
money or anything of value" is a contribution. 2 U.S.C.
S 431(8)(A)(i); former 2 U.S.C. S 431(e)(l). While past
Commission pronouncements have indicated that individuals
may incur expenses on behalf of political committees and
receive subsequent reimbursement, 4/ the Commission has
never indicated that the advances made by such individuals
are not contributions subject to the Act's limitations.

. Indeed, it would undermine the purposes of the contribution
limitations if an individual could incur massive expenditures
for a candidate or committee with his or her own funds without
affecting his or her contribution limitations. This

~is no less so if the individual is expressly designated as an
agent of the candidate or committee. The candidate or committee

3/ The amount Charles Wick contributed to the Committee in
excess of the contribution limit constitutes the $18,712.54

" owed to Mr. Wick for hotel bills, airfare, and miscellaneous
items plus the difference between the first class and coach

C rates for his wife on three airplane flights between New York
and Los Angeles and one flight between Minneapolis and New
York. As stated above, only the coach rates of the flights
were submitted to the Committee for reimbursement. As
Charles Wick, not Mary Jane Wick, appears to have paid for
Mrs. Wick's flights, the $500 travel exemption then permitted
to Mr. Wick under the Act is not applicable to those fare
differences. However, the monetary difference in coach and
first class airplane fares for the six flights taken by
Mr. Wick should be considered to qualify under Mr. Wick's
exemption for travel expenses. Based upon documentation
attached to Mr. Wick's letter and information obtained from
a commercial airline, the rate difference for the six flights
would not have exceeded $500.

4/ In the Financial Control and Compliance Manual for Presi-
dential Candidates Receiving Public Financing (Primary Election
Financing), July 1979, at pp. 138-143, for example, it is stated
that a political committee should report the overall reimbursement
to an individual for expenditures on Schedule B, with memo entries
detailing the ultimate recipients and particulars of each expen-
diture above $100. Thisimplicitly approves of the concept of
individuals advancing funds to a political committee and
receiving reimbursement thereafter.

- . -, .4 b • .j V



- 4-

plainly enjoys the benefit of the goods or. services fromthe moment they are purchased by the individual. The
transaction represents a contribution as long as the
advance is unreimbursed and, in that sense, it resembles
a loan transaction (which is clearly subject to the
contribution limitations).

In the General Counsel's view the contribution arises
from the moment the individual makes payment for the goods
or services, i.e., at the time cash, a check, or a credit
card is tendered. At that point the vendor receives either
money, a negotiable instrument, or a firm contractual right
to payment, and the candidate or committee receives goods
or services through the efforts of the individual. At that
point also, there will be a written receipt or other documen-
tation available to evidence the date, amount, purpose,
and payee of the transaction. See 2 U.S.C. $ 432(c)(5).

It is true that Commission regulations, at 11 C.F.R.
' S lO0.7(a)(4), provide that the term "contribution" does

not include the extension of credit by any person for a
! lenth of time within normal business or trade practice.

However, this limited exemption is geared toward businesses
t' and commercial vendors which have established, standardized
e billing cycles whereby goods or services are routinely provided

first and paid for later. Individuals carrying out volunteer
4 political activities, rather than business or commercial

activities, cannot claim the benefit of this exemption, in
the General Counsel's view.

In the instant matter, because Mr. and Mrs. Wick
had already each contributed $1,000 to the Committee, they
were not entitled to advance additional sums to the Committee.

*' The Committee should have either paid for the various expenses
directly by committee check or advanced funds to the Wicks to
enable them to incur the expenses. In the view of this office,
it is a matter of considerable importance that committees not
be able to "ride" on the credit of various individuals in a
manner which enables the committees to receive goods and
services without payment and enables the individuals to exceed
their applicable contribution limitations. 5/

5/ It would not be impermissible for individuals who had not
reached their contribution limit to advance funds to a
candidate or committee as long as the advance did not cause
an excessive contribution. Thus, for example, individuals
authorized by a candidate's committee to carry out committee
activities will ordinarily be able to make expenditures from
their personal funds for items which are needed on short
notice. Such expenditures, however, will not be able to
exceed $1,000 when aggregeted with any other outstanding
contributions by that individual.
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Recomimenda t ion
1. Find reason to believe Mary Jane Wick violated
S 441a(a)(l)(A). 2 U.S.C.

-~ -~-4~ - -I1,~.. 4
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( FEDERAL ELECTION COMMISSION
WASHINGTON, D.C 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Bay Buchanan, Treasurer
Reagan for President Committee
901 South Highland Avenue
Arlington, Virginia 22204

Re: MUR 1349

Dear Ms. Buchanan:

beOn , 1981, the Federal Election Commission
4. determined that there is reason to believe your committee

violated 2 U.S.C. SS 441b(a), 441a(f), 432(c), 433(c), 434
[ (b), and 434(b)(5)(A), provisions of the Federal Election

Campaign Act of 1971, as amended ("the Act"). The Comm-
O ission further determined that there is no reason to
~believe your committee violated 11 C.F.R. S 9034.4(a).

The General Counsel's factual and legal analysis, which
~formed a basis for the Commission's finding, is attached

for your information.
Q

Under the Act, you have an opportunity to demonstrate" 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.
¢ Additionally, please submit, under oath, answers to the

enclosed questions within 15 days of your receipt of this
0 letter.

In the absence of any additional information which
demonstrates 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 conciliation. 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
request by letter.

Ir
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Page 2 .

If you intend to be represented by counsel in this
matter, please advise the Commission by sending a letter
of representation which states the name, address, and
telephone number of the counsel, and authorizes such

counsel to receive all notifications and other communi- ;
cations from the Commission.

The investigation now being conducted will be confi- i

dential in accordance with 2 U.S.C. S 437g(a)(4)(B) and
S 437g(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 !i
description of the Commission's procedures for handling
possible violations of the Act. If you have any questions,
please contact Maura White, the staff member assigned to ,

[: this matter, at 202-523-4060. i

-, Sincerely, i

"" Enclosures
General Counsel's Factual and Legal Analysis

e Procedures
Questions



GENERAL COUNSEL'S FACTUAL AND LEGAL ANALYSIS ii

DATE __________MUR NO. 1349 ,

RESPONDENT Reagan for President STAFF MEMBER & TEL. NO !
Committee Maura White

202-523-4060

SOURCE OF MUR: INTERNALLY GENERATED

SUMMARY OF ALLEGATIONS

Based on information obtained during the post-primary
~audit of the Reagan for President Committee ("Committee"),

the Audit Division referred this matter to the Office of General
4, Counsel. The Committee appears to have received the following:

excessive contributions from individuals in violation of fl
t 2 U.S.C. S 441a(f), a $183,721.50 in-kind contribution from
~~a corporation, and two in-kind corporate contributions of a yet i

undetermined amount, in violation of 2 U.S.C. S 441b(a).
~Also involved in this matter is the Committee's failure to

amend its statement of organization within ten days, failure
to keep an account of all expenditures made, failure to report

C certain contributions and expenditures incurred in connection
• with a fundraising event, failure to report the receipt of an

, in-kind contribution, and failure to report the ultimate re-
cipient of certain committee expenditures in violation of

O 2 U.S.C. SS 433(c), 432(c), 434(b), and 434(b)(5)(A). Finally,
this matter includes the Committee's payment of a settlement

~agreement from its primary election account rather than its general
O election account in possible violation of 11 C.F.R. S 9034.4(a).

FACTUAL BASIS AND LEGAL ANALYSIS

A. Charles Wick and Mary Jane Wick

Section 441a(a)(l)(A) of Title 2, United States Code,
states that no person shall make contributions to any candidate
and his authorized political committees with respect to any
election to federal office which in the aggregate exceed $1,000.
Section 441a(f) further prohibits any political committee from
knowingly accepting any contribution in violation of the con-
tribution limitations. The term "person" is defined at 2 U.S.C.
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S 431(11) to include an individual, partnership, committee,association, corporation, labor organization, or any other
organization or group of persons.

Pursuant to 2 U.S.C. S 431(8)(B)(iv) and section 100.7
(b)(8) of Commission Regulations, the term "contribution"
does not include any unreimbursed payment for travel expenses
made by any individual on behalf of any candidate to the
extent that the cumulative value of such activity by such
individual does not exceed $1,000 with respect to a single.
election. Prior to January 8, 1980, the effective date of
the 1979 Amendments, this exemption was only $500. See
former 2 U.S.C. S 431(e)(5)(D) and former 11 C.F.R.--S-100.7
(b)(6). Additionally, any unreimbursed payment from a
volunteer's personal funds for usual and normal subsistence
expenses incidential to volunteer activity is not a contribution.

' 11 C.F.R. S I00.7(b)(8).

During a review of the Committee's expenditure records
the Audit staff noted a letter form Charles Wick to the Reagan
for President Committee dated January 18, 1980, requesting

~a $19,478.59 reimbursement from the Committee for expenses
paid by Mr. Wick in conjunction with the primary election
campaign. 1/ According to the letter, the expenses were

..... incurred during the period of September 12, 1979, through
November 15, 1979, and were for such costs as limousine

C charges ($766.05), hotel bills ($15,032.48), airline trips
($2,842.00) and miscellaneous items ($838.06). Mr. Wick's

~letter states that the hotel accommodations were "used as
a general headquarters and office for the New York Announcement
Dinner Ground Floor Committee" and it appears that the other

? expenses for which Mr. Wick requests reimbursement were
related to that activity as well. Mr. Wick informed the

> Committee that because he determined some expenditures he
incurred to be "personal expenses," he did not bill the
Committee for them and that "(w]hile the air fare represents
first class travel, we are billing you for the coach fare." 2/

1__/ Charles Wick made a $1,000 contribution to the Reagan for
President Committee on March 29, 1979.

2/ The air fare charges represent nine one-way trips between
Los Angeles and New York plus one trip from Minneapolis to New
York. Six of the trips between Los Angeles and New York were
taken by Charles Wick. The remaining flights were taken by
Mary Jane Wick. In the course of the audit, it was learned
that the Committee had adopted a policy of paying only coach
fare for persons traveling at committee expense.
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Documentation accompanying Mr. Wick's January 18, 1980,
letter indicates that his wife, Mary Jane Wick, paid at
least one of the bills which were later submitted to the
Committee for reimbursement. The bill was in the amount
of $766.05 and was incurred for limousine services. Additionally,
a review of Commission records reveals that Mary Jane Wick
made a $1,000 contribution to the Reagan for President
Committee on March 26, 1979.

The March 1980 report of the Committee reported a debt
of $19,478.59 to Charles Wick for professional services and
fundraising expenses. The report for April 1980 reported
payment by the Committee to Charles Wick on April 9, 1980, of
$19,478.59. The expenditure was reported on the expenditure
schedule as being reimbursement "for hotel accommodations, air
travel and limousine service"; the corresponding debt schedule
reported the nature of the obligation to Charles Wick as having
been for "fundraising expenses"

It is the view of the General Counsel that an excessive
contribution of more than $18,712.54 ($19,478.59 less $766.05)

"" from Charles Wick and an excessive contribution of $766.05 from
,O Mary Jane Wick existed as a result of the advances made by them. 3/

The apparent violations are aggravated by the fact that a full
seven months elapsed from the time the Wicks incurred some of
the expenses to the time they were reimbursed, and three months

C even elapsed from the time the Wicks billed the Committee to
the time they were reimbursed.

C The Act plainly contemplates that an "advance ... of money
or anything of value" is a contribution. 2 U.S.C. S 431(8)(A)(i);
former 2 U.S.C. S 431(e)(i). While past Commission pronouncements
have indicated that individuals may incur expenses on behalf of

O 3/ The amount Charles Wick contributed to the Committee in
excess of the contribution limit constitutes the $18,712.54
owed to Mr. Wick for hotel bills, airfare, and miscellaneous
items plus the difference between the first class and coach
rates for his wife on three airplane flights between New York
and Los Angeles and one flight between Minneapolis and New
York. As stated above, only the coach rates of the flights were
submitted to the Committee for reimbursement. As Charles
Wick, not Mary Jane Wick, appears to have paid for Mrs. Wick's
flights, the $500 travel exemption then permitted to Mr. Wick
under the Act is not applicable to those fare differences.
However, the monetary difference in coach and first class
airplane fares for the six flights taken by Mr. Wick should
be considered to qualify under Mr. Wick's exemption for
travel expenses. Based upon documentation attached to
Mr. Wick's letter and information obtained from a commercial
airline, the rate difference for the six flights would not have
exceeded $500.
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political committees and receive subsequent reimbursement, 4/the Commission has never indicated that the advances made by
such individuals are not contributions subject to the Act's
limitations. Indeed, it would undermine the purposes of the
contribution limitations if an individual could incur massive
expenditures for a candidate or committee with his or her
own funds without affecting his or her contribution limitations.
This is no less so if the individual is expressly designated
as an agent of the candidate or committee. The candidate or
committee plainly enjoys the benefit of the goods or services
from the moment they are purchased by the individual. The
transaction represents a contribution as long as the advance
is unreimbursed and, in that sense, it resembles a loan
transaction (which is clearly subject to the contribution
limitations).

In the General Counsel's view the contribution arises
from the moment the individual makes payment for the goods
or services, i.e., at the time cash, a check, or a credit
card is tendered. At that point the vendor receives either
money, a negotiable instrument, or a firm contractual right

-, to payment, and the candidate or committee receives goods
or services through the efforts of the individual. At that
point also, there will be a written receipt or other documen-
tation available to evidence the date, amount, purpose, and

') payee of the transaction. See 2 U.S.C. S 432(c)(5).

It is true that Commission regulations, at 11 C.F.R.
S i0O.7(-a)(4), provide that the term "contribution" does
not include the extension of credit by any person for a

C length of time within normal business or trade practice.
However, this limited exemption is geared toward businesses

" and commercial vendors which have established, standardized
billing cycles whereby goods or services are routinely
provided first and paid for later. Individuals carrying

?r: out volunteer political activities, rather than business or
commercial activities, cannot claim the benefit of this
exemption, in the General Counsel's view.

4/ In the Financial Control and Compliance Manual for
Presidential Candidates Receiving Public Financing
(Primary Election Financing), July 1979, at pp. 138-143
for example, it is stated that a political committee
should report the overall reimbursement to an individual
for expenditures on Schedule B, with memo entries detailing
the ultimate recipients and particulars of each expenditure
above $100. This implicitly approves of the concept of
individuals advancing funds to a political committee and
receiving reimbursement thereafter.
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In the instant matter, because Mr. and Mrs. Wickhad already each contributed $2,000 to the Committee,
they were not entitled to advance additional sums to
the Committee. The Committee should have either paid
for the various expenses directly by committee check
or advanced funds to the Wicks to enable them to incur
the expenses. In the view of this office, it is a matter
of considerable importance that committees not be able
to "ride" on the credit of various individuals in a manner
which enables the committees to receive goods and services
without payment and enables the individuals to exceed their
applicable contribution limitations. 5/

(B) Improper reportling of the expenses incurred
by Charles Wick and Mary Jane Wick

Pursuant to 2 U.S.C. S 434(b)(5)(A) a political committee
is required to report the name and address of each person
to whom an expenditure in an aggregate amount or value in excessS of $200 within the calendar year is made to meet a candidate

S or committee operating expense, together with the date, amount,
and purpose of such operating expenditure. The

S Commission has required a committee to report the ultimate
recipient of an expenditure unless the expenditure was incurred
in connection with the travel and subsistence costs of a
committee agent to whom an advance or reimbursement was made.

€o Financial Control and Compliance Manual for Presidential
Candidates Receiving Public Financing (Primary Election
Financing), July 1979, at pp. 129-130, 138-139.

In regard to the Committee's reporting of the repayment
-r to Charles Wick, the Committee did not report, as required
C by 2 U.S.C. S 434(b)(5)(A), the ultimate recipients of the

expenditures incurred by Mr. Wick on behalf of the Committee.
} Rather, the Committee simply reported an expenditure to

Charles Wick on April 9, 1980, as reimbursement for hotel
accomodations, air travel and limousine services. Based
upon documentation obtained during the audit, some of the
expenditures involved in this matter were in excess of
$200, the amount required to be itemized. The Committee,
therefore, should have reported the ultimate recipient of
all such expenditures except for those incurred by Mr. Wick

5/ It would not be impermissible for individuals who had not
reached their contribution limit to advance funds to a
candidate or committee as long as the advance did not cause
an excessive contribution. Thus, for example, individuals
authorized by a candidate's committee to carry out committee
activities will ordinarily be able to make expenditure from
their personal funds for items which are needed on short
notice. Such expenditures, however, will not be able to
exceed $1,000 when aggregated with any other outstanding
contributions by that individual.
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for his own travel and subsistence. The ultimate recipients ofthe expenditures should have been reported as a memo entry. Id.
6/ In view of the Committee's failure to disclose the ultimate
recipients of expenditures incurred by Charles Wick and
Mary Jane Wick on behalf of the Committee, the General Counsel
recommends that the Commission find reason to believe the
Committee violated 2 U.S.C. S 434(b)(5) (A).

(C) Committee to Elect Reagan

Section 433(b)(6) of Title 2, United States Code,
requires a political committee to include on its statement
of organization a listing of all banks or other depositories
used by the committee. 'A political committee is further
required by 2 U.S.C. S 433(c) to report any change in
information previously submitted in a statement of organization
no later than ten days after the date of the change. Pursuant
to 2 U.S.C. S 432(c), the treasurer of a political committee

.... is required to keep an account of all contributions received and
all disbursements made by the committee. Section 434(b) of

" Title 2, United States Code, requires a political committee to
report all disbursements made by the committee.

~A review of Conunittee records by the Audit staff revealed
that the Committee received a $10,000 check dated May 19, 1980,

€ from the Committee to Elect Reagan. As the Committee to Elect
Reagan is not registered with the Commission, it is the

" opinion of Audit that the Committee to Elect Reagan may be
a political committee under the Act and, therefore, subject
to the contribution limitations.

According to the audit report, the transfer was recorded
C by the Committee as an internal transfer and reported in unitemized

receipts. The audit report also stated that the transfer was in
* - conjunction with a fundraising event held in Oregon which raised

$14,417 in contributions (donations from 525 contributors)

6/ Specifically, it appears that the Committee should reported
as a memo entry a $14,926.61 expenditure to the Mayfair Regent,
a $299.35 expenditure to National Car Rental, and the names of
the various airlines and costs of airplane tickets for flights
taken by Mary Jane Wick. In regard to the advance from Mary
Jane Wick for limousine costs, it appears that since the
expenditure was not incurred in relation to Mrs. Wick's own
travel, the ultimate recipient, Madden's Limousine Service,
should have been reported as well.
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less $4,417 in expenditures. Documentation obtained
by the Audit staff indicates that contributions to the
fundraising event were in the approximate amount of
$25 or less and that the money was raised through
the "'Reagan for President' headquarters" in Linn
County, Oregon. Additionally, Audit has noted that $4,417
in receipts and expenditures have not been reported by
the Committee and that the expenditure information has
not been obtained by the Committee. 7/

A review of the amended statements of organization
filed by the Committee has revealed that the Committee
amended its statement of organization on June 25, 1980
(received by the Commission on June 30, 2980) to include
as a committee depository the Oregon bank upon which
the $10,000 check from the Committee to Elect Reagan had
been drawn. In view of this circumstance, it appears that
the Committee to Elect Reagan is not a separate political
committee subject to a $1,000 contribution limit, but

" rather a Committee depository set up to facilitate fund-
raising in Oregon. However, it is the view of the General
Counsel that since the Committee did not amend its state-
ment of organization until a month after the check was

!n drawn on the Oregon bank, the Committee violated 2 U.S.C.
D S 433(c). Additionally, since the Committee, through the

period audited, had not maintained records relating to
C) the $4,417 in expenditures for the fundraising event,

it is the view of the General Counsel that the Committee
S violated 2 U.S.C. S 432(c) by failing to keep an account

~of all disbursements made by thle Committee, and 2 U.S.C.
S 434(b) by failing to report certain contributions and

°T expenditures incurred in connection with the event.

~(D) Corporate and Business Contributions

~Section 441b(a) of Title 2, United States Code,
cO prohibits any corporation from making any contribution

or expenditure in connection with any election to federal
office. The term "contribution" is defined at section
431(8)(A) to include any gift, subscription, loan, advance,
or deposit of money or anything of value made by any person
for the purpose of influencing a federal election. Section
l00.7(a)(l)(iii)(A) of Commission Regulations states that
the term "anything of value" includes all in-kind contri-
butions and that the provision of any goods or services
without charge, or at a charge which is less than the
usual and normal charge for such goods or services, is a
contribution. The amount of the in-kind contribution is the

7/ Audit has noted, however, that the Committee did keep
an account of all contributions ($4,417) received.



difference between the usual and normal charge for
the goods or services at the time of the contribution
and the amount charged the political committee.
The term "usual and normal charge" for goods means
the price of those goods in the market from which
they ordinarily would have been purchased at the
time of the contribution; for any services it means
the hourly or piecework charge for the services at
a commercially reasonable rate prevailing at the time
services were rendered. 11 C.F.R. S 100.7(a)(iii)(B).

Section 114.9(d) of Commission Regulations states
that persons making use of corporate facilities, such as
using telephones or typewriters or borrowing office'
furniture for activity in'connection with a federal
election, are required to reimburse the corporation
within a commercially reasonable time in the amount of
the normal and usual charge for the use of the facilities.

i . Ruth Jones, Ltd.

The interim audit report for the Committee noted that
the Committee entered into a written agreement with Ruth
Jones, Ltd., effective October 1, 1979, for the provision
of assistance in the planning of all media advertising for
the Reagan 1980 campaign. The letter of agreement states
that the Committee will pay Ruth Jones, Ltd. a $3,500
per week fee (payable on the last day of each month),
commencing with the effective date of the agreement
(October 1, 1979) through March 31, 1980, and that if it
was generally considered that Ronald Reagan had secured
the nomination by March 31, both parties would agree to
renegotiate the agreement "during the interim months until
planning [began] for the general election." The agreement
continues that:

[sjhould the status of the nomination not
be clear by March 31, the original terms will
remain in force until July 31, when this agree-
ment will be renegotiated regarding fees to be
paid for general election service. In either
case it is agreed that, in the event Mr. Reagan
is nominated, Ruth Jones, Ltd. will continue
to handle the media services outlined through
the general election. (emphasis added]

Additionally, the agreement provides that the Committee
will pay all out-of pocket expenses incurred on its
behalf, including salaries of additional media buyers,
telephones, travel, and accounting costs in connection
with FEC reports, and will be billed at net cost (gross
less 15% agency commission). The audit report noted that
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as of April 22, 1980, the Committee paid Ruth Jones, Ltd.media advertising commissions of $91,433.50.

As a result of a disagreement over whether a con-
tractural obligation existed between the Committee and
Ruth Jones, Ltd. through the general election period,
both parties entered into a settlement agreement on
September 2, 1980. The agreement states that both parties:

agree that a fair and just legal settle-
ment of this matter, arising out of the primary,
would save both parties time and legal expenses,
do mutually consider any contractual rights
created by the October 5, 1979 agreement terminated.
( emphasis added].

Moreover, pursuant to the agreement, the Committee paid
Ruth Jones, Ltd. $30,000 in settlement of this matter.

. As stated above, the Committee paid commission
fees to Ruth Jones, Ltd. of $3,500 per week for a

t total of $91,433.50 (approximately 5.87% of the total
$1,558,952.48 paid to Ruth Jones). It appears, however,

- based upon the October 5, 1979, letter of agreement,
that the usual agency commission is 15% of each media
buy and that the Committee should have paid Ruth Jones, Ltd.

. $275,155 in commission fees (approximately 15% of $1,558,952.48)
instead of $91,433.50. Thus, the charge to the Committee

S appears to be less than "the normal and usual charge" and
not the "commercially reasonable rate" prevailing at the time

-. the services were rendered. It is therefore, the view of
the General Counsel that the Committee accepted an in-kind
contribution from Ruth Jones, Ltd. in the amount of $183,721.50

, ($275,155 less $91,433.50) in violation of 2 U.S.C. S 441b(a).

~A second issue raised by Audit concerning the Committee's
business relationship with Ruth Jones, Ltd. is whether it
was permissible for the Committee to pay the entire $30,000
settlement from its primary election account, rather than
its general election account, since the letter of agreement
between the Committee and Ruth Jones, Ltd. stated that
Ruth Jones, Ltd. would be retained for the 1980 general
election, as well.

Section 9032.9 of Commission Regulations dealing with
primary financing defines the term "qualified campaign expense"
to mean a purchase, payment, distribution, loan, advance,
deposit, or gift of money or anything of value incurred in
connection with a candidate's campaign for nomination. Section
9034.4(a) of Commission Regulations further provides that
all contributions received by an individual from the date he
or she becomes a candidate, and all matching payments

~ ... I



1 0- 0

received by the candidate, shall be used to defray
qualified campaign expenses or to repay loans or
otherwise restore funds which were used to defray
qualified campaign expenses.

It is the view of the General Counsel that the
September 2, 1980, settlement agreement rescinded the
original contract of October 5, 1979, and constituted
a new contract. The language used in the subsequent
contract, "arising out of the primary" (see page 9),
clearly indicates that the settlement wasiin connection
with primary election activities. In support of this view
is the fact that the feds paid to Ruth Jones, Ltd., when
reported as outstanding debts and obligations, were listed
as primary election debts and not as obligations incurred
in relation to the general election. In view of the
foregoing, it is the position of the General Counsel
that it was permissible under the Act for the Committee
to pay the settlement agreement from its primary election
account and that the Committee did not violate 11 C.F.R.
S 9034.4(a).

, d

2. Telephone Banks

CD During a review of Committee records the Audit staff

~noted three invoices, two from corporations and one from
an apparently unincorporated business, for the use of

~telephone banks at the rate of thirty-five cents ($.35)
per telephone per day. Specifically, documentation obtained

~during the audit of the Committee revealed that the Committee

- received an invoice from Chapman and Company (unincorporated)
on June 3, 1980, for $8.40, from Warren Properties Realtors,

? Inc. (incorporated) on April 30, 1980, for $10.50, and from
Mercury Exploration Company (incorporated) on May 28, 1980,
for $3.15. 8/ As it is the opinion of the Audit Division
that the rate of thirty-five cents ($.35) per telephone
per day may not be a commercially reasonable rate for the
rental of the telephones here in question, this matter was
referred to the Office of General Counsel.

In addition to Commission Regulations concerning the
use of corporate and business facilities discussed above,

8/ The audit report noted that all three invoices were
promptly paid by the Committee.
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the Commission determined in Advisory Opinion 1978-34 !
that, in order for an in-kind contribution not to occur,
a political committee which uses corporate and noncorporate
business telephones must reimburse the business or ,
corporation for the cost of the phone calls made plus i
whatever other costs would be subsumed in the normal
and usual charge for the rental value of such phones !
in the normal market, including the use of office space, ii~
utilities, and furniture to conduct the telephoning. !
Thus, as it appears that the Committee did not reimburse i
Mercury Exploration Company, Warren Properties Realtors,
Inc., and Chapman and Company in an amount fully equal to
the normal and usual charge for the use of the telephones,
it appears that the Committee received in-kind contributions
from Chapman and Company, Warren Properties Realtors, Inc.,
and the Mercury Exploration Company. As Warren Properties Real-
tors, Inc. and the Mercury Exploration Company are incorporated
businesses, it is the view of the General Counsel that the

. Committee violated 2 U.S.C. S 441b(a). Moreover, it is
also the view of the General Counsel that the Committee

' violated 2 U.S.C. S 434(b) by failing to report the receipt
of an in-kind contribution from Chapman and Company. ii

Recommenda tions

1. Find reason to believe the Reagan for President
, Committee violated 2 U.S.C. SS 441a(f), 432(c), 433(c),
~434(b), 434(B)(5)(A) and 441b(a).

72. Find no reason to believe the Reagan for
President Committee violated 11 C.F.R. S 9034.4(a).
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Questions To: Reagan for President Committee

1. a) Please state the reason that the Reagan for Presi-

dent Committee paid Ruth Jones, Ltd. commission fees of

$3,500 per week for a total of $91,433.50, rather than

$275,155, fifteen percent (15%) of the net owed to

Ruth Jones, Ltd.

b) Please provide anjz evidence you have to demonstrate

how the commission fees paid to Ruth Jones, Ltd. represent

the commercially reasonable rate prevailing at the time the

services were rendered.

2. In regard to the telephone banks provided to the Reagan
,

f or President Committee by the Mercury Exploration Company, i

c please state the approximate cost to the Reagan for President

- Committee of renting, in the commercial market, comparable

facilities (office space, telephones, etc.) for three days

in Fort Worth, Texas, during April and May 1980. Please

provide any evidence you have to demonstrate how the amount

•° paid to Mercury Exploration Company represents the commercially

reasonable rate prevailing at the time the services were rendered.

3. In regard to the telephone banks provided to the Reagan for

President Committee by Warren Properties Realtors Inc., please

state the approximate cost to the Reagan for President Committee

of renting, in the commercial market, comparable facilities

(office space, telephones, etc.) for six days in Austin, Texas,

during April 1980. Please provide any evidence you have to

demonstrate how the amount paid to Warren Properties Realtors, Inc.

. . ... *.
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represents the commercially reasonable rate prevailing at the

time the services were rendered.

4. In regard to the telephone banks provided to the'

Reagan for President Committee by Chapman and Company,

please state the approximate cost to the Reagan for Presi-

dent Committee of renting,' in the commercial market,

comparable facilities (office space, telephones, etc.)

in Lubbock, Texas, during May or June 1980. Please

provide any evidence you have to demonstrate how the

amount paid to Chapman and Company represents the

commercially reasonable rate prevailing at the time the

services were rendered.

,J~.

I F~

C2'

• .... • i



~FEDERAL ELECTION COMMISSION
.j7U. WASHINGTON, D.C. 20463

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Ruth Jones
Ruth Jones, Ltd.
123 East 75th Street
New York, New York

Re: MUR 1349

Dear Ms. Jones:

On 1981, the Federal Election Commission
determined that there is reason to believe Ruth Jones,

~Ltd., violated 2 U.S.C. S 441b(a), a provision of the
Federal Election Campaign Act of 1971, as amended ("the

c9 Act"), by making a $183,721.50 in-kind contribution to the
Reagan for President Committee. The General Counsel's

- factual and legal analysis, which formed a basis for the
Commission's finding, is attached for your information.

Under the Act, you have an opportunity to demonstrate
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.

~Additionally, please submit, under oath, answers to the
enclosed questions within 15 days of your receipt of this
letter.

In absence of any additional information which demon-
strates that no further action should be taken against
Ruth Jones, Ltd., the Commission may find probable cause
to believe that a violation has occurred and proceed with
formal conciliation, 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
request by letter.
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Letter to Ruth Jones
Page 2

If you intend to be represented by counsel in this
matter, please advise the Commission by sending a letter
of representation which states the name, address, and
telephone number of the counsel, and authorizes such
counsel to receive all notifications and other cormmuni-
cations from the Commission.

The investigation now being conducted will be confi-
dential in accordance with 2 U.S.C. S 437g(a) (4) (B) and
S 437g(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
description of the Commission's procedures for handling

~possible violations of the Act. If you have any questions,
please contact Maura White, the staff member assigned to
this matter, at 202/523-4060.

O Sincerely,

C Enclosures
General Counsel's Factual and Legal Analysis

? Procedures
¢ Questions



FEDERAL ELECTION COMMISSION

GENERAL COUNSEL'S FACTUAL AND LEGAL ANALYSIS

DATE _________MUR NO. 1349

RESPONDENT Ruth Jones, Ltd. STAFF MEMBER & TEL. NO.
Maura White
202-523-4060

SOURCE OF MUR: INTERNALLY GENERATED

SUMMARY OF ALLEGATIONS

Based on information obtained during the post-
.- primary audit of the Reagan for President Committee

("Committee"), the Audit Division referred this matter
. . to the Office of General Counsel. Involved is an apparent

$183,721.50 in-kind contribution to the Committee from
[ Ruth Jones, Ltd. in violation of 2 U.S.C. S 441b(a).

0D
~FACTUAL BASIS AND LEGAL ANALYSIS

- Section 441b(a) of Title 2, United States Code,
prohibits any corporation from making any contribution

~or expenditure in connection with any election to federal
__ office. The term "contribution" is defined at section
~431(8)(A) to include any gift, subscription, loan, advance,
~or deposit of money or anything of value made by any

person for the purpose of influencing a federal election.
b0 Section 100.7(a)(1)(iii) (A) of Commission Regulations

states that the term "anything of value" includes all
(~l in-kind contributions and that the provision of any

goods or services without charge, or at a charge which
is less than the usual and normal charge for such goods
or services, is a contribution. The amount of the in-kind
contribution is the difference between the usual and
normal charge for the goods of services at the time
of the contribution and the amount charged the political
committee. The term "usual and normal charge" for goods
means the price of those goods in the market from which they
ordinarily would have been purchased at the time of the
contribution; for any services it means the hourly or piecework
charge for the services at a commercially reasonable rate
prevailing at the time services were rendered. 11 C.F.R.
S l00.7(a)(iii)(B).
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The interim audit report for the Committee notedthat the Committee entered into a written agreement
with Ruth Jones, Ltd., effective October 1, 1979, for the
provision of assistance in the planning of all media
advertising for the Reagan 1980 campaign. The letter of
agreement states that the Committee will pay Ruth Jones, Ltd.
a $3,500 per week fee (payable on the last day of each
month), commencing with the effective date of the agreement
(October 1, 1979) through March 31, 1980, and that if
it was generally considered that Ronald Reagan had secured
the nomination by March 31, both parties would agree to re-
negotiate the agreement "during the interim months until
planning [began] for the general election."

The agreement continues that:

[sihould the status of the nomination
not be clear by March 31, the original terms

C; will remain in force until July 31, when
this agreement will be renegotiated regarding

.- fees to be paid for general election service.
In either case it is agreed that, in the event

' Mr. Reagan is nominated, Ruth Jones, Ltd. will
continue to handle the media services outlined
through the general election. [emphasis added]

Additionally, the agreement provides that the Committee
.... will pay all out-of pocket expenses incurred on its

behalf, including salaries of additional media buyers,
O telephones, travel, and accounting costs in connection
-. with FEC reports, and will be billed at net cost (gross

less 15% agency commission). The audit report noted that
C as of April 22, 1980, the Committee paid Ruth Jones, Ltd.

media advertising commissions of $91,433.50.

As a result of a disagreement over whether a contractural
~obligation existed between the Committee and Ruth Jones, Ltd.

through the general election period, both parties entered into
a settlement agreement on September 2, 1980. Pursuant to
the agreement, the Committee paid Ruth Jones, Ltd. $30,000
in settlement of the matter.

As stated above, the Committee paid commission fees
to Ruth Jones, Ltd. of $3,500 per week for a total of $91,433.50
(approximately 5.87% of the total $1,558,952.48 paid to Ruth
Jones). It appears, however, based upon the October 5, 1979,
letter of agreement, that the usual agency commission is 15%
of each media buy and that the Committee should have paid
Ruth Jones, Ltd. $275,155 in commission fees (approximately 15%
of $1,558,952.48) instead of $91,433.50. Thus, the charge
to the Committee appears to be less than "the normal and usual
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charge" and not the "commercially reasonable rate" iprevailing at the time the services were rendered. It is :
therefore, the view of the General Counsel that Ruth :
Jones, Ltd. made an in-kind contribution to the Committee:
in the amount of $183,721.50 ($275,155 less $91,433.50)
in violation of 2 U.S.C. S 441b(a). !

Recommend at ion i

1. Find reason to believe Ruth Jones, Ltd. violated :
2 U.S.C. S 441b(a).

0'

Ci

o ,C

c2?

- ..-. ~ ~ - .,,. - - . - -



Questions To: Ruth Jones, Ltd.

1. a) State whether a fifteen percent (15%) commission fee iis the usual and normal amount charged by Ruth Jones, Ltd. i

to its clients for planning, and ordering schedules for, media ii

advertising. !

b) If fifteen percent (15%) is not the usual and normal

fee charged by Ruth Jones, Ltd. in commission fees, please

describe the policy of Ruth Jones, Ltd. in regard to commission

fees and, where available, provide documentation in support

of the policy.

2. a) If the answer to question la is yes, state whether,

during the period of 1979 through 1980, Ruth Jones, Ltd.

-.0 charged .a client a commission fee of other than fifteen percent

~~(15%) and describe the reason for the change in policy....

" "b) If the answer to question 2a is yes, state the names

C: of all clients Ruth Jones, Ltd. charged a commission fee of

• , other than fifteen percent (15%). For each client listed,

please state the reason for the deviation, the time period

during which the services were rendered, and the percent the

commission fee was to the net.

3. a) Please state the reasons the Reagan for President

Committee was billed by Ruth Jones, Ltd. for commission fees

of $3,500 per week, for a total of $91,433.50, rather than

$275,155, fifteen percent (15%) of the net owed.

b) Please provide any evidence you have to demonstrate



' i Questions to Ruth hes, Ltd.

how the commission fees paid to Ruth Jones, Ltd. represent

the commercially reasonable rate prevailing at the time

the services were rendered.

C,

o?



<.IJmxj FEDERAL ELECTION COMMISSION1~AJ WASHINGTON, DC. 20463

___________________
CERTIFIED MAIL :

RETURN RECEIPT REQUESTED

Warren Properties Realtors, Inc. !
5511 Parkcrest, Suite 107
Austin, Texas 78731

Re: MUR 1349

Dear Sir or Madam: ;

.- On , 1981, the Federal Election Commission i

determined that there is reason to believe Warren !
t Properties Realtors, Inc. violated 2 U.S.C. S 441b(a), a ii

provision of the Federal Election Campaign Act of 1971,
OD as amended ("the Act"), by .making an in-kind contribution !,

to the Reagan for President Committee. The General Counsel's
(X) factual and legal analysis, which formed a basis for the
- Commission's finding, is attached for your information.

OUnder the Act, you have an opportunity to demonstrate
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
c response should be submitted within 15 days of your receipt
~of this notification.

In the absence of any additional information which i

demonstrates that no further action should be taken
against Warren Properties Realtors, Inc., the Commission
may find probable cause to believe that ahviolation has
occurred and proceed with formal concilia'tion. 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 request by letter.

W4



Letter to Warren Properties Realtors, Inc.Page 2

If you intend to be represented by counsel in this
matter, please advise the Commission by sending a letter
of representation which states the name, address, and
telephone number of the counsel, and authorizes such
counsel to receive all notifications and other communi-
cations from the Commission.

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

For youc information, we have attached a brief
description of the Commission's procedures for handling
possible violations of the Act. If you have any questions,
please contact Maura White, the staff member assigned to
this matter, at 202/523-4060.

Sincerely,

Enclosures
General Counsel's Factual and Legal Analysis
Procedures

~Kw~'



FEDERAL ELECTION COMMISSION

GENERAL COUNSEL'S FACTUAL AND LEGAL ANALYSIS i

DATE _________MUR NO. 1349

RESPONDENT Warren Properties STAFF MEMBER & TEL. NO.
Realtors, Inc. Maura White

........ 202-523-4060

SOURCE OF MUR: INTERNALLY GENERATED

SUMMARY OF ALLEGATIONS

Based on information obtained during the post primary
S audit of the Reagan for President Committee ("Committee"),
... the Audit Division referred this matter to the Office of

General Counsel. Involved is an apparent corporate
T contribution from Warren Properties Realtors, Inc. to the

Committee in violation of 2 U.S.C. S 441b(a). ii

FACTUAL BASIS AND LEGAL ANALYSIS

O Section 441b(a) of Title 2, United States Code,
prohibits any corporation from making any contribution

.T or expenditure in connection with any election to federal
office. The term "contribution" is defined at section

C, 431(8)(A) to include any gift, subscription, loan,
O advance, or deposit of money or anything of value made

by any person for the purpose of influencing a federal
C) election. Section 100.7(a)(1)(iii)(A) of Commission

Regulations states that the term "anything of value"
includes all in-kind contributions and that the provision
of any goods or services without charge, or at a charge
which is less than the the usual and normal charge
for such goods or services, is a contribution. The amount
of the in-kind contribution is the difference between the
usual and normal charge for the goods or services at the
time of the contribution and the amount charged the political
committee. The term "usual and normal charge" for goods
means the price of those goods in the market from which they
ordinarily would have been purchased at the time of the
contribution; for any services it means the hourly or piecework
charge for the services at a commercially reasonable rate
prevailing at the time services were rendered. II C.F.R.
S lOO.7(a) (iii) (B).
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Section 114.9(d) of Commission Regulations
states that persons making use of corporate facilities,
such as using telephones or typewriters or borrowing
office furniture for activity in connection with a
federal election, are required to reimburse the corporation
within a commercially reasonable time in the amount of
the normal and usual charge for the use of the facilities.

During a review of Committee records the Audit staff
noted an invoice from Warren Properties Realtors, Inc.,
dated April 30, 1980, in the amount of $10.50. The
invoice was for the use of a telephone bank on six days
(five phones per day) at the rate of thirty-five cents
($.35) per telephone per day. The invoice was paid by
the Committee on June 10, 1980.

In addition to Commission Regulations concerning
the use of corporate and business facilities discussed

C above, the Commission determined in Advisory Opinion
1978-34 that, in order for an in-kind contribution not

-- to occur, a political committee which uses corporate
t and noncorporate business telephones must reimburse

the business or corporation for the cost of the phone
~calls made plus whatever other costs would be subsumed

in the normal and usual charge for the rental value of
such phones in the normal market, including the use of
office space, utilities, and furniture to conduct the

: telephoning. Thus, as it appears that Warren Properties
~Realtors, Inc., was not reimbursed by the Committee in an

amount fully equal to the normal and usual charge for
the use of the telephones, it appears that Warren Properties
Realtors, Inc. made an in-kind contribution to the Committee.

iT, As Warren Properties Realtors, Inc. is an incorporated business,
it is the view of the General Counsel that Warren Properties

o, Realtors, Inc. violated 2 U.S.C. S 441b(a) by making an in-
€O kind contribution to the Reagan for President Committee.

Recommendat ion

1. Find reason to believe Warren Properties Realtors, Inc.
violated 2 U.S.C. $ 441b(a).



FEDERAL ELECTION COMMISSION.:S . WASHINGTON, D.C. 20463 i

CERTIFIED MAIL "'"

RETURN RECEIPT REQUESTED :

Frank Darden, President "i
Mercury Exploration Company
1212 Ridgelea Bank Building i
Fort Worth, Texas 76116

Re : MUR 1349

Dear Mr. Darden: .

C:,On , 1981, the Federal Election Corrmission
, determined that there is reason to believe the Mercury

Exploration Company violated 2 U.S.C. S 441b(a), a
t provision of the Federal Election Campaign Act of 1971, as i

amended ("the Act"), by making an in-kind contribution

o to the Reagan for President Committee. The General Counsel's
factual and legal analysis, which formed a basis for the

O> Commission's finding, is attached for your information,.i

Under the Act, you have an opportunity to demonstrate
Q 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.

C Your response should be submitted within 15 days of your
receipt of this notification... .,. . ....d,'J,.,

In the absence of any additional information which , ,
. demonstrates that no urther action should be taken against-the

Mercury Exploration Company, 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 settlement of this matter through informal -
conciliation prior to a finding of probable cause to-.
believe if you so request by letter.

* . .',

,-

* j7*|



Letter to: Frank Darden
Page 2

If you intend to be represented by counsel in
this matter, please advice the Commission by sending
a letter of representation which states the name,
address and telephone number of the counsel, and
authorizes such counsel to receive all notifications
and other communications from the Commission.

The investigation now being conducted will be
confidential in accordance with 2 U.S.C. S 437g(a)(4)(B)
and S 437g(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
description of the Commission's procedures for handling

..... possible violations of the Act. If you have any questions,
please contact Maura White, the staff member assigned to

' this matter, at 202/523-4060.

[ Sincerely,

. Enclosures
General Counsel's Factual and Legal Analysis

C Procedures

A - -

, /i -/ /



FEDERAL ELECTION COMMISSION

GENERAL COUNSEL'S FACTUAL AND LEGAL ANALYSIS

DATE UR NO 134

RESPONDENT Mercury Exploration company STAFF MEMBER & TEL. NO. I

Maura White
202-523-4060 i

SOURCE OF MUR: INTERNALLY GENERATED

SUMMARY OF ALLEGATIONS

Based on information obtained during the post-
I primary audit of the Reagan for President Committee i

("Committee"), the Audit Division referred this
0) matter to the Office of General Counsel. Involved i
~is an apparent corporate contribution from thei

Mercury Exploration Company to the Committee in i
S violation of 2 U .S.C.. S 441b(a) .i~

~FACTUAL BASIS AND LEGAL ANALYSIS

('D Section 441b(a) of Title 2, United States Code,
prohibits any corporation from making any contribution

: : or expenditure in connection with any election to federal
office. The term "contribution" is defined at section

0. 431(8)(A) to include any gift, subscription, loan, advance,
or deposit of money or anything of value made by any
person for the purpose of influencing a federal election.
Section 100.7(a)(l)(iii)(A) of Commission Regulations
states that the term "anything of value" includes all
in-kind contributions and that the provision of any
goods or services without charge, or at a charge which
is less than the usual and normal charge for such goods
or services, is a contribution.

I%
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The amount of the in-kind contribution is the difference
between the usual and normal charge for the goods or
services at the time of the contribution and the amount
charged the political committee. The term "usual and
normal charge" for goods means the price of those goods
in the market from which they ordinarily would have been
purchased at the time of the contribution; for any
services it means the hourly or piecework charge for the
services at a commercially reasonable rate prevailing
at the time services were rendered. 11 C.F.R. S 100.7(a)
(iii)(B).

Section 114.9(d) of'Commission Regulations states
that persons making use of corporate facilities, such
as using telephones or typewriters or borrowing office
furniture for activity in connection with a federal
election, are required to reimburse the corporation
within a commercially reasonable time in the amount of

S the normal and usual charge for the use of the facilities.

During a review of Committee records the Audit
! staff noted an invoice from the Mercury Exploration Company,

dated May 28, 1980, in the amount of $3.15. The invoice
C) was for the use of a telephone bank on April 15, 1980,

(two phones), April 16, 1980, (two phones), and May 3,
e 1980, (five phones) at the rate of thirty-five cents
S ($.35) per telephone per day. The invoice was paid

by the Committee on June 10, 1980.

In addition to the Commission Regulations concerning
-" the use of corporate and business facilities discussed above,

the Commission determined in Advisory Opinion 1978-34 that,
C in order for an in-kind contribution not to occur, a political
. committee which uses corporate and noncorporate business

telephones must reimburse the business or corporation for
¢ the cost of the phone calls made plus whatever other costs

would be subsumed in the normal and usual charge for the
rental value of such phones in the normal market, including
the use of office space, utilities, and furniture to conduct
the telephoning. Thus, as it appears that the Mercury
Exploration Company was not reimbursed by the Committee
in an amount fully equal to the normal and usual charge for
the use of the telephones, it appears that the Mercury
Exploration Company made an in-kind contribution to the
Committee. As the Mercury Exploration Company is an
incorporated business, it is the view of the General Counsel
that the Mercury Exploration Company violated 2 U.S.C. S 441b(a)
by making an in-kind contribution to the Reagan for President
Committee.

Recommendation
..

1. Find reason to believe the Mercury Exploration Company
violated 2 U.S.C. S 441b(a)."

".*>v ., . o , " - ' , 4:.. .% . . • x
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GtA REAGAN-BUSH COMPLIANCE FUND
L

901 South Highland Street
Arlington, Virginia 222044AR/ 3 5 : 5~ ( 703) 685-3400

March 3, 1981

.3-

Qo -- ' "The Honorable John W. McGarryChairman
The Federal Election Commission
1325 K Street, N.W.
Washington, D. C. 20463

Dear Mr. Chairman:
' I am writing to inform you that effective March 4, 1981,

t, Edward L. Weidenfeld, a partner in the law• firm of McKenna,
Conner & Cuneo, 1575 Eye Street, N.W., Suite 800, Washington,

o D. C. 20005, has been appointed General Counsel to Reagan
for President, the Reagan Bush Committee, and the Reagan

¢ Bush Compliance Fund, and that Mr. Weidenfeld and members of
the law firm of McKenna, Conner & Cuneo are authorized to
act on the Committee's behalf in matters pending before the

~Federal Election Commission.

• " Sincerely,

Scott Mackenzie

Treasurer

cc: Charles N. Steele, Esq.

Mr. Robert J. Costa, Assistant Staff
Director of Audit Division

Reagan-Bush Compliance Fund-United States Senator Paul Laxalt, Chairman; Bay Buchanan, Treasurer.

A copy of our report is filed with and available for purchase from the Federal Election Commission, Washington, D.C. 20463

I



Reagan Biosh Committee. 1 L/7"/JC~ .. - 901 South Highland Street, Arlington, Virginia 22204 (703) 685-3400

December 5, 1980 "~.' '-

The Honorable Max L. Friedersdorf,
Chairman

Federal Election Commission
1325 K Street, NW
Washington, D.C. 20463

A, *"

Dear Mr. Chairman:

Mary Lee Garfield and Harry Diffendal, bothmembers of the bar of the District of Columbia, are hereby' authorized to represent the Reagan for President Committee
, and the Reagan Bush Committee in all matters before the

Federal Election Commission.

The address to be used is:

~Garfield & Hamersley
1800 14 Street, NW

:' Washington, D.C. 20036
202-785-3333

C,
Mrs. Garfield is authorized to receive any and allVnotifications and other communications from the Comission on~behalf of the Reagan and Reagan Bush Committees, and has

been appointed agent for service of process.

rc)

Sincerely yours,j

Loren A. Smith
Chief Counsel

LAS /ip
cc: Anne Weissenborn

Marybeth Tarrant

BS:11" 8 3O0

. ,,jib' w7 :

C ; : ! 
'''

D ).fPaid for by Reagan Bush Committee. United States Senator Paul i.axalt. Chairman. Bay Buchanan. Tresurer.



~FEDERAL ELECTION COMMISSIONh WASHINGTON, D.C. 20463 '

November 10, 19 8 0

MEMORANDUM :

TO: Robert J. Costa

THIROUGH: B. Allen Clutter, III
Staff Director

FROM: Charles N. Steele// 5  !General Counsel )-" '74 9
SUEJECT: Analysis of Interim Post-Primary Audit Report' on Reagan for President - A-852 i

oThe Office of Ceneral Counsel has reviewed the interim ;post-primary audit report on Reagan for President ("the
Committee"). With the understanding that prior to submission ii

. of the report to the Commiss ion certain figures may be changed
and certain facts added to the report, but that the recommenda-,

( tions will not change,_ this Office has comments as follows: :

" II. Interim Audit Findinqs and Recommendations Relatinr to
~~Title 2 of the United States Code : i

O A. Limitation on Expenditures
03

Pursuant to discussions among staff members of this i
Office and the Audit Division, it is understood that this
subsection is being revised to point out the Audit Division's
disagreement with the Committee's use of a standard 20% factor
when determining the portion of particular types of expenditures
to be allocated to exempt fundraising expenses, but also to
indicate that, because the Committee has already allocated
$2,725,954.15 in direct changes toward its overall $2,944,000
fundraising exemption limitation, only $218,045.85 in national
headquarters expenses may still be so allocated. This $218,045.85would represent approximately 9% of overall national headquarters
expenses, a percentage which the Audit Division deems reasonable.
The Office of General Counsel concurs with these findings.



0 0i •Memorandum to Robert Costa
Page Two !Analysis of Interim Post-Primary Audit Report on Reagan for
President - A-852 i!

1. Allocation of Fundraising Expenses !

This Office concurs with the determination that the Committee ishould reclassify $376,252.71 as operating expenses, this figurebeing the amount by which the Committee has exceeded its fundraising !iexemption limitation in its reports.i!

2. Limitation on Expenditures i
The Office of General Counsel recommends that the language

of the recommendation in this section be modified to read as ~
follows :

The Audit Staff recommends that the Committee be ",
. requested to show within 30 days of receipt of the auditreport that the overall expenditure limitation has not iii, been exceeded as set forth in the interim post-primary ii

audit report Absent such a showing, a determination !{O will be made regarding an amount required to be repaid
to the U.S. Treasury ...

~B. Allocation of Expenditures to Statesq

It is the understanding of this Office that only with t'OD regard to Iowa, New Hampshire and South Carolina were the
Committee's allocated expenditures within 10% or approximatelyT $30,000 of the state expenditure limits. Hence the Audit

C Division has concentrated upon these three states with recard
to apparent allocation errors.

tO i. Media Expense and Commissions
(Consultant Fees)

It is the understanding of this Office that all references
to "commissions" in the final paragraph of this section will
be changed to "fees"•

This Office concurs with the finding that the $3,500 perweek paid a media :consultant in lieu of the standard 15% agency
commission on all media time and space purchased must be allocated
to Iowa, rNew Hampshire and South Carolina as appropriate.

The audit report also discusses differences between theCommittee and the Audit Division concerninq the proper
method of allocating Boston television costs to Uew JHampshire.
The Committee has reportedly based its percentage for New
Hampshire upon a ratio of the population of all of the states



Memorandum to Robe~j Costa ..Page Three :
Analysis of Interim Post-Primary Audit Report on Reagan for
President - A-852

or portion of states coming within the areas of a grade B
contour for one representative Boston station to the population
of the portion of New Hampshire which comes within the same
contour. The figures cover the entire population of the
contour area, not just the voting age population. Included
within the total contour are approximately two-thirds of
Massachusetts (as far west as Worcester County), all or parts
of five counties in southern New Hampshire, all but the
extreme southwestern corner of Rhode Island and the north-
eastern corner of Connecticut. It does not cover any portion
of Vermont.

The alternative allocation method cited by the Audit
Division, and actually used by the Committee for stations
other than those in Boston, is the use of the Arbitron
Television Market Report for 1979-80 ("ADI") which is a
private company's statistical marketing study defining the
"!area of dominant influence" for television market in specific
geographic areas. The ADI method provides totals of television

' households by county and state which are reached by stations
located in particular cities. These totals are used to produce

' a ratio of overall reach to the population covered in one
state. Population figures are broken down by age and result in a ..
finding of 2.1 voting age persons per household. The ADI
figures for Boston stations cover approximately two-thi~rds
of the area of Massachusetts (as far west as Worcester County),
approximately half of New Hampshire (the six southern most
counties), and one county in southern Vermont. It does not I

- include any portions of Rhode Island or Connecticut.

The principal objection of the Audit Division to the
S Committee's use of the grade B contour for the Boston stations

is apparently that the Committee did not consistently use this
J' approach for all stations affecting the same New :England market.

11 C.F.R. S 106.2(c)(l) states that "(e)xpenditures for
publication and distribution of . . • radio, television, and
other types of advertisements in more than one State shall
be attributed to each State in proportion to the estimated
viewing audience . . . of voting age which can reasonably be
expected to be influenced by these advertisements."

The regulations do not mandate the use of any particular
method for attributing radio and television expenditures to
states. Therefore any reasonably accurate method of estimating
viewing audiences would apparently be acceptable. However,
once a committee has selected a method, that committee shoifld
be required to support any deviation from that selection.

A reasonably accurate method would be one which includes
a breakdown of all areas of dominant influence, reflecting
the votinq age population in those areas and taking into
account the timing of the primary vis-a-vis the broadcast date.



Memorandum to Robert Costa-!
Page FourE"i,
Analysis of Interim Post-Primary Audit Report on Reagan for !
President - A-852

It appears that the ADI figures for Boston stations more nearly
meet these criteria than does the grade B contour. The latteruses total 1970 population figures, not those for current
voting age populations, while the ADI approach results in imore current figures for voting age persons per television
household. The grade B contour for the Poston stations includes
Rhode Island where a primary was not held until June and does
not include Vermont where a primary was held in early March.
On the other hand, the ADI study excludes Rhode Island, although,unlike the grade B contour, it also excludes Connecticut where
a primary was held at the end of March. With the exception
of Rhode Island, the geociraphic areas desc~ribc bv A_" -zn

Grade B appear relatively the same in the terms of influence.
However, the inclusion/exclusion of Rhode Island is a significant
factor since inclusion would reduce the amount to be allocated

, to New Hampshire. Given the fact that the Rhode Island primary
was not until June 9, the inclusion of Rhode Island in the' Grade B plan makes that approach suspect.

"' Given the above relative advantages of the ADI figures and the
fact that the Committee utilized the ADI approach for stations
other than those in Boston, this Office recommends that the

3 Committee be given 30 days to show why a grade P contour wouldresult in a more accurate figure than would the ADI approach.
S Absent such a showing the Committee should be required to add to

the expenditures allocated to hew Hlampshire the amount by which ..the use of the ADI approach exceeds a find inc based upon use
- of a grade B coutour.

~It is suggested that the grade B contour maps and portion
of the ADI report pertaining to Boston be attached to the Audit

:, Report.

2. Adjustments to the Committee Allocated Totals for
Iowa, New Ham~shire and South Carolina

This Office concurs with the recommendation that the
cited media, salary and consulting fees, outstandin, debts,
intrastate travel, tour-related disbursements, other vendor
payments and other miscellaneous expense allocation adjust-
ments should be made by the Committee.

It is also agreed that the Committee should provide docu-
ments and working papers in support of its allocation of tour

-- # 
i ~- "". .- ... . m . -
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disbursements. We understand that the subsection (e)(i) is
going to be elaborated upon to provide additional information
concerning the location of the hotel used on these tours, the
manner in which the Committee has allocated expenses, and
additional evidence supporting a requirement of allocation
to New Hampshire.

" This Office Suggests that' additional in~formation also be
provided in subsection (e)(ii) spelling out the specific ways
in which the Committee has allocated the categories of expenditures
listed, e.g., that rental cars have been allocated to Massachusetts.

C. Contribution timitations

1. Responses to' Threshold Audit Findings

The Office of General Counsel has noted in referral updates
L' received from the Reports Analysis Division that the Committee
, has submitted several responses to requests for additional

information concerning apparently excessive contributions. The
t responses appear to serve as amendments to the Committee's

reports pertaining to the thirty contributors listed in
0 the threshold audit report as duplicate entries , and as

to 26 of the 49 contributions cited in that same report
as having been reapportioned but not so reported. The responses
also serve as report amendments regarding 24 of the 128
excessive contributors cited in the threshold audit report.
Either refunds or reapportionments are now cited for these
24 persons, leaving 104 apparently still not addressed in

" the reports even though some of these persons have received
refunds according to the Committee's records. We understand

C that the audit report is being amended to include this infor-
mation,.

&%2. Post' Primary Audit'

The above-cited RFAI responses filed by the Committee
serve to amend the Committee's reports to show 85 of the 93
refunds which had been made by the Committee as of August 31,
1980. In addition, the responses indicate alleged reattribu-
tions by fifty contributors, which, if documented, would
reduce the amount of excessive contributions received by
the Committee to $158,630.45.

This Office recommends that the present recommendations
be amended to include the following:

b) provide documentation in support of $31,374.00
in reattributed contributions and of $42,962.44
in refunded contributions;

" " -- 11
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c) refund the $158,630.45 in contributions which ii
still appear to be in excess of the limitation i
and present evidence (as outlined in item (a)
above, or . ..

d) file an amended report correcting the public il
record for contributions reapportioned to the
individuals but not yet so reported. i

D. Possible Excessive contributions

The Office of General Counsel concurs with the recommendation
that matters involving a $19,478.19 reimbursement of an individual
and a $10,000 transfer from a non-registered, unauthorized committee
be reterred to this Office for review. The attachments regarding
this matter contain sufficient documentation of apparent violations•
so as not to warrant the routine 30-day audit verification which this

._ Office and the Audit Division frequently recommend.

,, E. Settlement of Corporate Debts i
, i1. Ruth Jones, Ltd. .'

~~In the interim audit report it is noted that the Committee :and Ruth Jones, Ltd. entered into an agreement on September 2,
1980, whereby a contract dispute was settled for the sum of $30,000.

. This dispute apparently involved whether or not the parties
had agreed in October of 1979 that Ruth Jones, Ltd. would be
engaged to assist in the planning of media services and the ordering '
of schedules for media advertising through the general electioncampaign period. The Committee apparently paid, and Ruth Jones,

tT Ltd., accepted $30,000 in settlement of the contract dispute.

: Evidence in hand indicates that the $30,000 sinvolved in the
agreement does not represent payment of a debt for services actually.,"9 rendered which could have been considered contributions by Ruth
Jones, Ltd. to the Committee if no compensation had been received.
Rather, the $30,000 apparently represents consideration for the
release of the Committee from a contract obligation to utilize
the services of the company in the general election campaign.
It is therefore the opinion of the Office of General Counsel that theSeptember 2, 1980, agreement between the parties is not a debtsettlement but rather an agreement to cancel a contract for consider-
ation. This situation does not come within the coverage of
11 C.F.R. S 114.10 and no debt settlement statement need be submitted
to the Commission.

L
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The Audit Division poses two additional questions concerning
(1.) the reasonableness of the $3,500 per week fee paid by the
Committee to Ruth Jones, Ltd., in lieu of the 15% agency
commission usually charged by media purchasers for each media
buy, and (2) the appropriate Reagan committee which should have ii
made the $30,000 settlement payment to the company. The Office
of General Counsel concurs with the recommendation that these matters i
be referred to this Office for further consideration ...

2. C. T. Clyne company,' Inc.

The interim audit report also discusses a dispute between
C. T. C"n'. c -Cz... jy,, Inc., and the CoATmitt concerning amounts
which Clyne deemed owed by the Committee for advertising services.
Attached to the audit report are copies of the contract,
correspondence related to the disputed claim, a release signed

; by both parties, and an unsigned copy of a letter from the
Committee to the company in which was allegedly enclosed a check

" for $40,000 representing settlement of the account.

t It is the recommendation of the Office of General Counsel
- that the audit report be amended to require the Committee and/or

C. T. Clyne Company to submit a debt settlement statement for
approval. There appears to be no reason for this matter to be
referred to this Office at this time.

" F. Contributins' Received After the' Primary Election

• The Office of General Counsel concurs with Ihe recommendations"
contained in the interim audit report concerning':the disposal of

eO contributions received after the candidate's date of ineligibility
and not needed to meet remaining obligations. It should be noted
that the first portion of subsection (ii) should read "In the case
of a contribution not designated in writing . . . " and that the
correct citation in recommendation Cc) is 11 C.F.R. S 9003.3(a)(iii).

G. Disclosure of Debts and Obligations

1. Response to Threshold Audit Findinq

For purposes of clarity the Office of General Counsel suggests
that the Audit Division provide somewhat more detail in its, discussion.
In particular, the reference to the initial $30,000 increment in
the letter of credit is unclear without referring back to the Threshold
Aud it.

_i
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2. Post-Primary Audit

a. Line of Credit

This Office suggests that the following sentences be added
at the end of the second paragraph:

Moreover, an analysis of this matter performed
subsequent to the Threshold Audit indicates that
the candidate provided his conditional guaranty.

b. Accounts Payable

The Office of General Counsel concurs in Audit's finding.

i Audit's Recommendation

-.0 While the Office of General Counsel concurs in the Audit
Division's recommendation, it is suggested that Items 1 and

L 2a be separated so as to avoid unnecessary confusion.

O H. Earmarked Contributions

1. Response to Threshold Audit Findinas

The Office of General Counsel recommends that the Audit DivisionC-) specify the date that the amendment disclosing conduits was due
-. pursuant to the recommendation in the Threshold Audit Report.

(T This office suggests that the following, or similar, language
be substituted under "Recommendation":

"The Audit staff reminds the Committee that 'it has yet
to file the amendments as recommended in the Threshold Audit
Report, and that further delay may result in the referral of
the matter to the Office of General Counsel. With respect
to the Committee's failure to disclose conduits noted during
the Post-Primary audit period, the Audit Division recommends
that within 30 days of receipt of this report the Committee
file an amended report with the Commission disclosing the
earmarked contributions pursuant to the provisions outlined
above.

I. Contributions Received F'rom Non-Affiliated Committees

1. Response to Threshold Audit Findings

The Office of General Counsel recommends that Audit indicate
the date on which the amendment was due.
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2. Post-Primary Audit

Regarding the $2,675 contribution reported as earmarked,
this Office understands that the multi-candidate committee
in question did not report the contribution as having been
earmarked, and the Committee based its characterization
on the letter which accompanied the contribution which indicated
the wishes of a number of contributors. To the extent that
further documentation would not change the result, the Office
of General Counsel concurs in the Audit Division's finding
and recommendation.

J. Disclosure of Refunds

• The Office of General Counsel concurs in the Audit Division's
finding and recommendation with respect to the "Disclosure

S of Refunds.'"

Lfl I. Other Income

D The Office of General Counsel concurs in the Audit Division's
finding and recommendation with respect to required itemization of
interest income, but suggests the addition of the phrase "together
with the date and amount" in the first sentence.

C L. Telephone Banks

'4 The Office of General Counsel concurs in the Audit Division's

C recommendation that the question of the Committee's use of corporate
and other business telephones be referred to this office. Given .

: .the nature of the possible violations, it is the~view of this
Office that it is more appropriate to make the referral at this

e time rather than to await the Committee response to the interim
report.

M. Established Expenditure Policy

Office of General Counsel staff had discussed this finding
with Audit, and feels that the Audit Division should perform
additional review regarding the incurrence of expenses by
Committee staff, consultants, volunteers and authorized
vendors. While the policy itself (Attachment 14 of the report)
does not appear to be unreasonable on its face, Audit's concern
as to its implications for contribution and expenditure limiits
is well taken. If the Audit Division concludes that there is
a likelihood of violations subsequent to this additional review,
a referral to this Office can be made at that time. In view
of the above, the reference in the finding to the Clyne Company
should be deleted and the Recommendation should be changed to
inform the Committee of what items you may need to review.
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N. Financial Activity Not Accurately Stated

The Office of General Counsel concurs in the Audit Division's
findings and recommendations with respect to the accuracy of
Committee reports. We recommend, however, that~the Audit Division
indicate in paragraph 1 the date requested in the Threshold Report
for making the subject bank records available for review.

0. Campaicin Tours

The Office of General Counsel concurs in the Audit Division's
recommendations that the Cornmmittee identify the ground costs
associated with the campaign tours in question, and provide Audit
statf with appropriate documentation.

. Based on staff discussions, it is our understanding that the
Committee did provide sufficient documentation for ground costs

. associated with tours 1-3. It is our understanding that further
inquiry with respect to ground costs associated with tours 4-13,to 15 and 21-25 may indicate that charges to the media were reasonable.
Based on a pro rata charge, the Audit Division feels that it isdoubtful that charges to the media for tours 14, 16-20 and 26
could be brought within reasonable limits by associated ground
costs.

This Office recommends that either the language of the finding -or information contained in Attachment 9A indicate the above-described Q
distinctions.

III. Findinca Related to Title 26 of the United States Code
L: Determination of Nlet Outstanding Campaign Obligations

and Repayment to the U.S. Treasury

A. Excessive Payments From the Matching Payment Account

While the Office of General Counsel is in substantial agree-
ment with Audit's findings and recommended repayments, several
changes should be made.

This Office recommends that footnote 10 on page 29 be changed
to read as follows:

Commission regulations at 11 C.F.R. S 9032.6 provide
that the date on which a party nominates its candidate for
president is the end of the matching payment period for a
candidate seeking the presidential nomination of that party.
11 C.F.R. 5 9033.5(c) provides that the last day of the
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matching payment period is the date of ineligibility for
candidates who have not previously been determined ineligible
pursuant to 11 C.F.R. SS 9C33.5(a) or (b). Since Ronald
Reagan was nominated as the Republican Party's presidential
candidate at its national convention on July 16, 1980, that
date is the date of Mr. Reagan's ineligibility.

1. Payment of Matching Funds After the Date of
Ineligibility

As Auciit correctly stated in the first paragraph of Finding A,
the regulations provide that a candidate may not receive matching
payments after he or she has become ineligible if he or she has
no net outstanding campaign obligations. It is recommended,

S therefore, that the finding read as follows:

As noted above, the candidate's date of ineligibility
was July 16, 1980. On July 17, 1980, the Committee received: O a matching fund payment of $179,292.63. The Statement of
Net Outstanding Campaign Obligations ("NOCO") which the~Committee submitted on July 31, 1980 showed that there

et were no net outstanding campaign obligations as defined
in 11 C.F.R. S 9034.5 (Attachment 10). Since the candidate

4 did not have net outstanding campaign obligations, and the
Committee received payment after the candidate's ineligibility

t'2 date, the matching funds received ($179,292.63) constituted
. . an excessive payment which is repayable to the U.S. Treasury

pursuant to 26 U.S.C. S 9038(b)(l).

C 2. Excessive Payment/Credit Made Prior to Candidate's
, , Date of Ineliqibility,

(Z) While this Office supports Audit's position with respect to
the repayment of matching funds received in the form of a credit,
the language may lead to some confusion. For this reason, it is
recommended that the finding explicitly state that the Committee
still would have been required to repay $20,900.83 in excessive
payments from amounts received before the candidate's date of
ineligibility had the Committee not sought additional matching
payments. In addition, the use of the phrase "credit", while
technicaxlly correct, may have a rnisleadingi connotation to the
lay reader; therefore a term such as adjustment might be less
confusing.

Finally, please delete the word "certified" on the fourth
line from the bottom and substitute "received by the Committee."
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B. Apparent Non-Qualified Campaign Expense

I. Expenditures in Excess of State Limitations

The Office of General Counsel recommends that the language of
the recommendation in this section be modified to read as follows:

The Audit Staff recommends that the Committee be
requested to show within 30 days of receipt of the audit
rcoort that the stato ependiture limitation has not been
exceeded. Absent such a showing, a determination will
be made regarding an amount required to be repaid to the
U. S. Treasury.

2. Expenditure in Excess of the Overall Limitation

" The Office of General Counsel recommends that the language
!n of the recommendation in the audit report be modified to read

as follows:

The Audit Staff recommends that the Committee be
( 9 requested to show within 30 days of receipt of the

audit report that the overall expenditure limitations has
not been exceeded. Absent such a showing, a determination

iT) will be made regarding an amount required to be repaid
to the UI. S. Treasury.

C:.C. Determination of Net Outstanding Campaign Obl gations -

Surplus

(>3 It is the understanding of this Office that' Audit expects that
there will be several adjustments to the figures indicated in the
Re-Cap on page 37 and to the revised NOCO Statement (Attachment 11)

Unity Dinners

Footnote g states that no value has been included for amounts
due the Committee from the Republican Unity dinners. The Office
of General Counsel recommends that such amounts due be treated
in a manner consistent with the Commission determination of
November 6, 1980.

Interest Payment

Audit recommends that the Committee be required to pay an
interest charge for the number of days that payment of the amount
due under 11 C.F.R. § 9038.3(c)(l) was delinquent. It is the view
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of this Office that such a charge cannot be assessed absent a
finding that the Committee violated the provision in question.
This issue has been referred to our Office separately as A-841
and is being reviewed for appropriate action. Accordingly, the
reference to the interest charge should be deleted from the
report.

Audit's Recommendation

The Office of Ceneral Counsel recommends that the language
o1, Leccaendation be modified to read as follows:

Absent a showing to the contrary within 30 days
of receipt of this report, the Audit staff will recommend
to the Commission that the value of the items detailed
above ($ ), which are also subject to an upward adjustment,

, be repaid in full: to the United States Treasury.

!j)
D. Valuation of Committee Assets

1. Assets Purchased by Reagan/Push Committee

t' This Office understands that the recommendation related
to this section is being reworded to require the Committee to

C) establish a value equal to the "usual and normal charge" for the
,- goods at issue and to bill the Reagan !3ush Committee accordingly.

We concur with this recommendation.

2. Committee Assets Utilized hy the Reagan Bush Committee
• , Without Compensation

( 3 The Office of General Counsel concurs with 'the recommendation
that the Committee place a valuation upon any goods being used
by the Reagan Bush Committee which were obtained from the Committee
at no charge and bill the Reagan Bush Committee accordingly.
Such valuation should be based upon the "normal and usual" charge
for such goods.

3. In-Kind Contribution to the Reaoan Push Compliance Fund

The Office of General Counsel concurs with the recommendation
that the Committee be required to place a valuation equaling "normal
and usual charge" upon the office furniture and nrachines transferred
by the Committee to the Reagan Bush Committee's Compliance Fund,
and that the Peagan Bush Committee be requested to reimburse the
Committee for the portion of the value of the equipment which
represents use for non-compliance purposes.

r
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4. General Election Campaign .Expenditures

The Office of General Counsel understands that language
is being added to the audit report pointing out that the
Committee has a residual in its accounts and thus couldmake loans to the Reagan Bush Committee, pursuant to 11 C.F.R.5 9003.4(b)(4)(i.), which would have had to be reimbursed within
15 days of the Reagan Bush Committee's receipt of public fundsunder 26 U.S.C. S 9005. This Office concurs with the recommenda-
tion that, absent a showing that the expenditures at issue werein fart rmade in connection with the primary election, the Committee
should obtain reimbursement from the Reagan Bush Committee inorder to avoid violation of 26 U.S.C. S 9003(b) by the latter
comm it tee.

i - The reference to 11 C.F.R. S 9003.2(b) should be dropped
, because it refers to minor and new parties. It is suggested

that citation of 26 U.S.C. 5 9003(b) be added to the present
[1 citation of the relevant regulation.

".4
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