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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

January 4, 1984

Irwin Goldbloom

Latham, Watkins & Hills
Attorneys at Law

1333 New Hampshire Avenue
Suite 1200

Washington, D.C. 20036-1594

Re: MUR 1544
Signal Companies, Inc. and
Signal Companies, Inc.
Political Action Committee

Dear Mr. Goldbloom:

On January 3 , 1984, the Commission accepted the
conciliation agreement signed by you and a civil penalty in
settlement of a violation of 2 U.S.C. § 441b, a provision of the
Federal Election Campaign Act of 1971, as amended. Accordingly,
the file has been closed in this matter, and it will become part
of the public record within 30 days. However, 2 U.S.C. § 437g(a)
(4) (B) prohibits any information derived in connection with any
conciliation attempt from becoming public without the written
consent of the respondent and the Commission. Should you wish
any such information to become part of the public record, please
advise us in writing.

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

Sincerely,

Charles N. Steele
General Counsel

v i 4, fe 5B

Associate General Counsel

Enclosure
Conciliation Agreement
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of
MUR 1544
Signal Companies, Inc.
Signal Companies, Inc.
Political Action Committee

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal

Election Commission, do hereby certify that on January 3,

1984, the Commission decided by a vote of 6-0 to take the

following actions in MUR 1544:

1. Accept the counter-proposed
agreement as attached to the
December 20, 1983 Memorandum
to the Commission.

2. Close the file in this matter.

Commissioners Aikens, Elliott, Harris, McDonald, McGarry

and Reiche voted affirmatively in this matter.

Attest:

)= -,

Date Marjorie W. Emmons
Secretary of the Commission

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

12-20-83, 3:06
12=20=88 11500
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of g
Signal Companies, Inc. ) MUR 1544
Political Action Committee )
and Signal Companies, Inc. ) =
2
CONCILIATION AGREEMENT
0

This matter was initiated by the Federal Electioff;
Commission (''the Commission''), pursuant to information asc&itain—
ed in the normal course of carrying out its statutory responsibi-

lities. Reason to believe has been found that Respondents

:: Signal Companies, Inc. Political Action Action Committee

sl ("'Signal PAC") and Signal Companies, Inc. (''Signal') wviolated

o~ 2 U.S.C. § 441b by Signal's improper reimbursement of adminis-

o trative expenses to Signal PAC, and by Signal PAC's comingling

<5 of such corporate treasury monies with its contribution monies.

= NOW THEREFORE, the Commission and Respondents, having

;: participated in informal methods of conciliation prior to a

< finding of probable cause to believe, do hereby agree as follows:
o0 I. The Commission has jurisdiction over the Respondents

and the subject matter of this proceeding, and this agreement has
the effect of an agreement entered pursuant to 2 U.S.C. § 437g(a)
(4)(A)1).

II. Respondents have had a reasonable opportunity to
demonstrate to the Commission that no further action should be

taken in this matter.




III.
ment with the
IV.

4 @

Respondents enter voluntarily into this agree-
Commission.
The pertinent facts in this matter are as follows:
1. Signal is a commercial corporation whose
separate segregated fund is Signal PAC.
2. During a five-year period between 1977-1982,
Signal PAC and Signal engaged in a method of
disbursing administrative expenses, whereby
Signal PAC directly paid its own administrative
expenses and Signal later reimbursed the PAC
for those expenses.
a) During the period of February 10, 1981
through December 18, 1981, Signal PAC re-
ported receiving $39,817.84 from Signal
as reimbursement for administrative expenses
that had been paid by Signal PAC.
b) During the period of January 1, 1982
and June 30, 1982, Signal PAC reported re-
ceiving $28,679.69 from Signal as reimburse-
ment for administrative expenses that had
been paid by Signal PAC.
3. Although separate accounting records were
maintained, Signal PAC deposited the reimburse-
ments from Signal into the same checking account

that contained Signal PAC's contribution funds.




O ¢
4. Respondents contend that in following this
practice they were unaware that it was not in
conformity with the requirements of 2 U.8.C.
§ 441b, and that they have since changed the
method of disbursing administrative expenses to
comply with the requirements of the Act.

v. This former method of disbursing adminsitrative
expenses resulted in a violation of 2 U.S.C. § 441b. 1In
particular:

]V By reimbursing Signal PAC for administrative

expenses, instead of directly paying administrative

expenses as permitted by law, Signal violated 2 U.S.C.

§ 441b;

2. By placing administrative expense reimbursement

funds received from Signal into its contribution

account, Signal PAC violated 2 U.S.C. § 441b.

VI. Respondents together will pay a civil penalty to
the Treasurer of the United States in the amount of two thousand
five hundred dollars ($2,500), pursuant to 2 U.S.C. § 437g(a) (5)
(A) .

VII. Respondents agree that they shall not undertake
any activity which is in violation of the Federal Election

Campaign Act of 1971, as amended, 2 U.S.C. § 431, et seq.
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VIII. If the Commission believes that this agreement

or any of its requirements has been vioiated, it may institute

a civil action for relief in the United States District Court

for the District of Columbia.

IX. This agreement shall become effective as of the

date all parties involved have executed the same and the

Commission has approved the entire agreement.

X. Respondents shall have no more than thirty (30)

days from the date this agreement becomes effective to comply

with and implement the requirements contained in this agreement

and to so notify the Commission.
FOR THE COMMISSION:

Charles N. Steele
General Counsel

BYM@ j{ﬂ#@
ennet . Gross /e

FOR THE RESPONDE

Latham, Watkih€ & Hills
1333 New Hampshire Avenue, N.W.
Washington, D.C. 20036

Attorneys for Respondents

at

Date
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

Irwin Goldbloom

Latham, Watkins & Hills
Attorneys at Law

1333 New Hampshire Avenue
Suite 1200

washington, D.C. 20036-1594

Re: MUR 1544
- Signal Companies, Inc. and
Signal Companies, Inc.
Political Action Committee

Dear Mr. Goldbloom:

On , 198 , the Commission accepted the
conciliation agreement signed by you and a civil penalty in
settlement of a violation of 2 U.S.C. § 441b, a provision of the
Federal Election Campaign Act of 1971, as amended. Accordingly,
the file has been closed in this matter, and it will become part
of the public record within 30 days. However, 2 U.S.C. § 437g(a)
(4) (B) prohibits any information derived in connection with any
conciliation attempt from becoming public without the written
consent of the respondent and the Commission. Should you wish
any such information to become part of the public record, please
advise us in writing.

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

Sincerely,

.Charles N. Steele
General Counsel

By: Kenneth A, Gross
Associate General Counsel

Enclosure
Conciliation Agreement

ATTACHMENT II, p. 5




ATTACHMENT III, p. 6
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The Federal Election Commission has received §__ &% o 2.
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1328 K Street, N.W.
Washington, D.C. 20463

in cash/check for

the purchase of copies of documents on file at the Federal Election Commlodon or for ®

‘other materials made available by the COmmlulon

Purchaser understands any information copled from reports and statements shall not be
sold or used by any person for the purpose of soliciting contributions or for commercial
purposes, other than using the name and address of any political committee to solicit

contributions from such committee. 2 U.S.C. Section 438
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FROM » »
LAW OFFICES
LATHAM, WATKINS & HILLS

SUITE 1200
1333 NEW HAMPSHIRE AVE.. N.W. WASHINGTON. D.C. 20038
e —

TO » »

G. A. Finch, Esq.

Office of General Counsel
Federal Election Commission
1325 K Street, N.W.

Seventh Floor

Washington, D.C. 20463
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The Signal Compantes, inc. 11265 Notihi-Torre

Michael P. Kelly
Agsgistant Secretary
Senlor Attorney

Federal Election Commission
Danny L. McDonald, Chairman
Washington, D.C. 20463

Dear Mr. McDonald:
This will acknowledge your letter dated July 12, 1983,

We do believe that we have additional information, both factual and legal,
which may be relvant to the commission considering this matter. In this
connection, we have retained the law firm of Latham & Watkins, 1333 New
Hampshire, N.W., Suite 1200, Washington, D.C. 20036, to represent us, After
their review of the pertinent facts, they will contact you.

Very truly yours

3

MPK/nml
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463 =

July 12, 1983

David H. Skinner

Signal PAC

11255 North Torrey Pines Road 2
LaJolla, California 92037

Re: MUR 1544

Dear Mr. Skinner:

On July 11, 1983, the Federal Election Commission determined
that there is reason to believe that your committee violated
2 U.S.C. § 441b(a) a provision of the Federal Election Campaign
Act of 1971, as amended ("the Act") by commingling political
contributions and corporate funds. 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.

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 conciliation. Of
course, this does not preclude the settlement of this matter
through conciliation prior to a finding of probable cause to
believe if you so desire. See 11 C.F.R. § 111.18(d).

If you intend to be represented by counsel in this matter,
please advise the Commission by completing the enclosed form
stating the name, address and telephone number of such counsel,
and a statement authorizing such counsel to receive any
notifications and other communications from the Commission.




thid H. Skinner
Page Two

The investigation now being conducted will be confidential
in accordance with 2 U.S.C. § 437g(a) (4) (B) and § 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 G.A.
Finch, the attorney assigned to this matter, at (202)523-4060.

Sincerely,

@w}? Ly,

nny I/, McDonald,

€

Chairman
b
"
Enclosures
o™ l. General Counsel's Factual and Legal Analysis

2. Procedures
3. Designation of Counsel Statement

8 403044
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FEDERAL ELECTION COMMISSION
GENERAL COUNSEL'S FACTUAL AND LEGAL ANALYSIS

"MUR 1544 :

STAFF MEMBER & TEL. NO,
G.A. Finch
(202)523-4060

RESPONDENT: The Signal' Companies, Inc.
Political Action Committee

SOURCE OF MUR: INTERNALLY GENERATED

SUMMARY OF ALLEGATIONS

This matter was referred from the Reports Analysis Division
on February 16, 1983. The Signal Companies, Inc. Political
Action Committee ("Signal PAC"), by accepting payments for
administrative expenses from Signal Companies, Inc., commingled
political contributions and corporate funds in violation of
2 U.S.C. § 441b(a). Also, Signal Companies, Inc. by making such

payments, made illegal corporate contributions to Signal PAC.

FACTUAL BASIS AND LEGAL ANALYSIS

The Reports Analysis Division in a June 12, 1982
conversation with the assistant treasurer of Signal PAC learned
that Signal PAC was engaged in the practice of having its
connected organization, Signal Companies, Inc., reimburse it for
its administrative expenses. Reimbursements from Signal
Companies, Inc. were deposited into one checking account
comprising Signal PAC's administrative expense fund and

contribution fund. Signal PAC noted, in one of its responses to




-2-

requests for additional informaiion, that detailed accounting
records were kept to segregate the administrative expense fund
activity from other activity.

Signal PAC did not disclose these transactions in its
reports. The assistant treasurer stated that Signal PAC's
failure to disclose was due to its ignorance of the reporting
requirement in this instance.

In response to the Reports Anil}sis Division's advice as to

o Signal PAC's violation of the Act, Signal PAC filed on June 18,
o 1982 a 1981 Comprehensive Amendment showing a total of $39,817.84
£

in administrative expense reimbursements from Signal Companies,

LN Inc. for the period between February 10 and December 18, 1981.

:: The cover letter accompanying the amendment explained that Signal
o PAC had engaged in the reimbursement practice in question since
N Signal PAC's inception in 1977 and that, in the future, Signal

o Companies, Inc. would directly pay for administrative expenses.
w Another Comprehensive Amendment was received by the Reports
.o}

Analysis Division on December 27, 1982 for the period between
January 1, 1982 and June 30, 1982. This Amendment revealed that
Signal Companies, Inc. reimbursed Signal PAC $29,179.69 in
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administrative expenses. */ A Request for Additional Information
was sent to Signal PAC on December 29, 1982. . Signal PAC answered
with the argument that no corporate contributions were made. As
of the date of this report, Signal PAC's position remains

unchanged; consequently, it has not refunded any of the

" reimbursements from Signal Companies, Inc.

Signal PAC's practice of receiving reimbursements for
administrative expenses from Signal Companies, Inc. and
subsequently depositing such reimbursement into its political
contributions bank account presents the question of improper
commingling of treasury and contribution monies and consequent
illegal corporate contributions.

2 U.S.C. § 441b(a) makes "[i]t unlawful for any ...
corporation whatever to make a contribution or expenditure in
connection with any [federal] election ... or in connection with
any primary election or political convention or caucus held to

select candidates for any [federal office] ..., or for any ...

¥/ of this amount, $500.00 may not have been an administrative
expense as Signal PAC lists the expense as money going to
Business Industry Political Action Committee ("BIPAC"). Further,
a second $750.00 administrative expense disbursement for seminar
registration was made from Signal PAC to BIPAC., Signal PAC's

2 June 1982 report described the purpose of the $750.00
disbursement as "other"™ in its itemized candidate schedule 22B.
In its 17 June 1982 report, it appears that Signal PAC
redescribed this $750.00 disbursement to BIPAC as one for
"seminar registration"” (administrative expense). BIPAC reported
in its year-to-date totals of contributions from other PACs that
it had received $1,250.00 from Signal PAC as of June 10, 1982.
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political committee knowingly to accept or receive any
contribution prohibited by this section....” However, 2 U.8.C.

§ 441b(b) (2) (C) ‘specifically excludes from the restrictive
definition of contribution or expenditure, funds used for "the
establishment, administration, and solicitation of contributions
to a separate segregated fund to be utilized for political
purposes by a corporation ...." Thug, this expenditure exception
allows a corporation to use treasury monies for the ‘
establishment, administration, and solicitation of contributions
to its separate segregated fund. 11l C.F.R. § 114.5(b). Such use
of corporate treasury monies may not be made as a means of
exchanging treasury monies for voluntary contributions.

11 C.F.R. § 114.5(b).

In order for the payment of administrative expenses to
Signal PAC by Signal Companies, Inc. to be legally sufficient,
the latter must either pay directly for the expenses or must
deposit the reimbursement funds into an account segregated from
political contribuion funds. See Pipefitters Local Union No. 562
V. United States, 407 U.S. 385 (1972).

The Commission has considered other matters involving the
reimbursement of administrative expenses to a separate segregated
fund by its connected organization. In those instances where the
Commission permitted reimbursement, the connected organization:
1) made a one-time reimbursement to the separate segregated fund,

2) reimbursed its separate segregated fund because of the
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latter's inadvertant or mistaken payment of expenses, and 3}
could have paid the cost directly in its own right. Advisory
Opinions 1979-72 and 1979-33 and AOR 1976-111,

The present matter is distinguished from the factual
situation in the above advisory opinions in that here there is a
course of considered, discretionary practice over a five-year
period rather than a single, mistakep payment. Advisory Opinion
1982-42. The long period of the reimbursement practice coupled

with the one and a half year period of commingling treasury and

v contribution funds is cause to find reason to believe that Signal
1~ PAC and Signal Companies, Inc. have violated 2 U.S.C. § 441b.

o |

o

-r
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FEDERAL ELECTION COMMISSION
'WASHINGTON, D.C. 20463

July 12, 1983

The Signal Companies, Inc. '
1255 North Torrey Pines Road 23
La Jolla, California 92037

Re: MUR 1544
Dear Sir:

On July 11, 1983, the Federal Election Commission determined
that there is reason to believe that your committee violated
2 U.S.C. § 441b(a) a provision of the Federal Election Campaign
Act of 1971, as amended ("the Act") by commingling political
contributions and corporate funds. 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.

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 conciliation. Of
course, this does not preclude the settlement of this matter
through conciliation prior to a finding of probable cause to

. believe if you so desire. See 11 C.F.R. § 111.18(4).

If you intend to be represented by counsel in this matter,
please advise the Commission by completing the enclosed form
stating the name, address and telephone number of such counsel,
and a statement authorizing such counsel to receive any
notifications and other communications from the Commission.

]




The Signal Companies, Inc.
Page Two

The investigation now being conducted will be confidential
in accordance with 2 U.S.C. § 437g(a)(4) (B) and § 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 G. A.
Finch, the attorney assigned to this matter, at (202)523-4060.

Sincerely,

@ /‘79»-«,4,/

Danny/L, McDonaldf
Chairman

Enclosures
1. General Counsel's Factual and Legal Analysis
2. Procedures
3. Designation of Counsel Statement




FEDERAL ELECTION COMMISSION
GENERAL COUNSEL'S FACTUAL AND LEGAL ANALYSIS

MUR 1544

STAFF MEMBER & TEL. NO,
G.A. Finch
(202)523-4060

RESPONDENT: The Signal Companies, Inc.

SOURCE OF MUR: INTERNALLY GENERATED

SUMMARY OF ALLEGATIONS

Signal Companies, Inc.'s Political Action Committee
("Signal PAC") accepted payments for administrative expenses
directly from Signal Companies, Inc. Signal PAC commingled these
payments with political contributions by placing them together
into one bank account thus violating 2 U.S.C. § 441b(a).
Additionally, Signal Companies, Inc., by making such payments,
made illegal corporate contributions to Signal PAC in violation
of 2 U.S.C. § 441b(a).

FACTUAL BASIS AND LEGAL ANALYSIS

The Reports Analysis Division in a June 12, 1982,
conversation with Signal PAC's assistant treasurer, who was
responding to a May 12, 1982, informational notice, learned that

Signal PAC was engaged in the practice of having its connected
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organization, Signal Companies, inc;, reimburse it for its
administrative expenses. Reimbursements from Signal Companies,
Inc. wére deposited into one checking account comprising Signal
PAC's administrative expense fund and contribution fund. Signal

PAC noted, in one of its responses to requests for additional

' informétion, that detailed accounting records were kept to

segregate the administrative expense fund activity from other

-

3

activity.

Signal PAC did not disclose these transactions in its
reports. The assistant treasurer stated that Signal PAC's
failure to disclose was due to its ignorance of the reporting
requirement in this instance.

In response to the Reports Analysis Division's advice as to
Signal PAC's violation of the Act, Signal PAC filed on June 18,—
1982 a 1981 Comprehensive Amendment showing a total of $39,817.84
in administrative expense reimbursements from Signal Companies,
Inc. for the period between February 10 and December 18, 198l.
The cover letter accompanying the amendment explained that Signal
PAC had engaged in the reimbursement practice in question since
Signal PAC's inception in 1977 and that, in the future, Signal
Companies, Inc. would directly pay for administrative expenses.

Another Comprehensive Amendment was received by the Reports
Analysis Division on December 27, 1982 for the period between
January 1, 1982 and June 30, 1982, This Amendment revealed that

Signal Companies, Inc. reimbursed Signal PAC $29,179.69 in
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5
administrative expenses. */ A Request for Additional Information
was sent to Signal PAC on December 29, 1982, Signal PAC answered
with the argument that no corporate contributions were made. As
of the date of this report, Signal PAC's position remains
unchanged; consequently, it has not refunded any of the
reimbursements from Signal Companies, Inc.

Signal PAC's practice of receiv;ng reimbursements for
administrative expenses from Signal Companies, Inc. and
subsequently depositing such reimbursement into its political
contributions bank account presents the question of improper
commingling of treasury and contribution monies and consequent
illegal corporate contributions.

2 U.S.C. § 441b(a) makes "[i]t unlawful for any ...
corporation whatever to make a contribution or expenditure in
connection with any [federal] election ... or in connection with

any primary election or political convention or caucus held to

select candidates for any [federal office] ..., or for any ...

*/ Of this amount, $500.00 may not have been an administrative
expense as Signal PAC lists the expense as money going to
Business Industry Political Action Committee ("BIPAC"). Further,
a second $750.00 administrative expense disbursement for seminar
registration was made from Signal PAC to BIPAC. Signal PAC's
June 2, 1982 report described the purpose of the $750.00
disbursement as "other" in its itemized candidate schedule 22B.
In its June 17, 1982 report, it appears that Signal PAC
redescribed this $750.00 disbursement to BIPAC as one for
"seminar registration" (administrative expense). BIPAC reported
in its year-to-date totals of contributions from other PACs that
it had received $1,250.00 from Signal PAC as of June 10, 1982.
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political committee knowingly to accept or receive any
contribution prohibited by this section...."  However, 2 U.S.C.
S 441b(b)(2)(C) specifically excludes from the restrictive
definition of contribution or expenditure, funds used for "the

establishment, administration, and solicitation of contributions

to a séparate segregated fund to be utilized for political

purposes by a corporation ...." Thug, this expenditure exception
allows a corporation to use treasury monies for the
establishment, administration, and solicitation of contributions
to its separate segregated fund. 11 C.F.R. § 114.5(b). Such use
of corporate treasury monies may not be made as a means of
exchanging treasury monies for voluntary contributions.
11 C.F.R. § 114.5(b).

The principle against commingling of treasury funds and
contribution funds is stressed by the U.S. Supreme Court's

statement in Pipefitters v. United States, 407 U.S. 385, 414

(1972) , that a separate segregated fund must separate itself from
its connected organization to the extent "that there must be
strict segregation of its monies from union dues and
assessments.”™ This same requirement of segregation of funds
applies to corporations as well as unions.

The Commission has considered other matters involving the
reimbursement of administrative expenses to a separate segregated
fund by its connected organization. In those instances where the

Commission permitted reimbursement, the connected organization:
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1) made a one-time réimbursement to the separate segregated fund;
2) reimbursed its separate segregated fund because of the
latter's inadvertant or mistaken payment of expenses; and 3)
could have paid the cost directly in its own right. Advisory
Opinions 1979-72 and 1979-33 and AOR 1976-111.

The present matter is distinguished from the factual
situations in the above advisory opinions in that here there is a
course of considered, discretionary bractice over a five-year
period rather than a single, mistaken payment. See Advisory
Opinion 1982-42. The long period of the reimbursement practice
coupled with the one and a half year period of commingling
treasury and contribution funds is cause to find reason to
believe that Signal PAC and Signal Companies, Inc. have violatgd

2 U.S.C. § 441b.
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

David H. Skinner

Signal PAC

11255 North Torrey Pines Road
LaJolla, California 92037

MUR 1544

Dear Mr. Skinner:

On + 1983, the Federal Election Commission determined
that there is reason to believe that your committee violated
2 U.S.C. § 441b(a) a provision of the Federal Election Campaign
Act of 1971, as amended ("the Act”) by commingling political
contributions and corporate funds., 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.

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 conciliation. Of
course, this does not preclude the settlement of this matter
through conciliation prior to a finding of probable cause to
believe if you so desire, See 11l C.F.R. § 111.18(4d).

If you intend to be represented by counsel in this matter,
please advise the Commission by completing the enclosed form
stating the name, address and telephone number of such counsel,
and a statement authorizing such counsel to receive any
notifications and other communications from the Commission.

ATTACHMENT I, p. 1
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David H. Skinner
Page Two

The investigation now being conducted will be confidential
in accordance with 2 U.S.C. § 437g(a) (4) (B) and § 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 G.A.
Finch, the attorney assigned to this matter, at (202)523-4060.

Sincerely,

Enclosures
1. General Counsel's Factual and Legal Analysis
2. Procedures
3. Designation of Counsel Statement

ATTACHMENT I, p.

2
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FEDERAL ELECTION COMMISSION
WASHINCTON, D.C. 20463 ,

The Signal Companies, Inc.
1255 North Torrey Pines Road
La Jolla, California 92037

Re

MUR 1544
Dear Sir:

On June , 1983, the Federal Election Commission determined
that there is reason to believe that your committee violated
2 U.S.C. § 441b(a) a provision of the Federal Election Campaign
Act of 1971, as amended ("the Act") by commingling political
contributions and corporate funds. 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.

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 conciliation. Of
course, this does not preclude the settlement of this matter
through conciliation prior to a finding of probable cause to
believe if you so desire. See 11 C.F.R. § 111.18(d).

If you intend to be represented by counsel in this matter,
please advise the Commission by completing the enclosed form
stating the name, address and telephone number of such counsel,
and a statement authorizing such counsel to receive any
notifications and other communications from the Commission.

ATTACHMENT I, p.

3
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The Signal Companies, Inc.
Page Two

The investigation now being conducted will be confidential
in accordance with 2 U.S.C. § 437g(a) (4) (B) and § 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 G. A.
Finch, the attorney assigned to this matter, at (202)523-4060.

Sincerely,

‘—4-
<O
L
~ Enclosures
1. General Counsel's Factual and Legal Analysis
< 2. Procedures
3. Designation of Counsel Statement
v
(@)
M
(=]
3
{* o]
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FEDERAL ELECTION COMMISSION
GENERAL COUNSEL'S FACTUAL AND LEGAL ANALYSIS

MUR 1544

STAFF MEMBER & TEL. NO,
G.A. Finch
(202)523-4060

RESPONDENT: The Signal Companies, Inc.
SOURCE OF MUR: INTERNALLY GENERATED

SUMMARY OF ALLEGATIONS

Signal Companies, Inc.'s Political Action Committee
(“Signal PAC") accepted payments for administrative expenses
directly from Signal Companies, Inc. Signal PAC commingled these
payments with political contributions by placing them together
into one bank account thus violating 2 U.S.C. § 441lb(a).
Additionally, Signal Companies, Inc., by making such payments,
made illegal corporate contributions to Signal PAC in violation

of 2 U.S.C. § 441b(a).
FACTUAL BASIS AND LEGAL ANALYSIS

The Reports Analysis Division in a June 12, 1982,
conversation with Signal PAC's assistant treasurer, who was
responding to a May 12, 1982, informational notice, learned that

Signal PAC was engaged in the practice of having its connected

ATTACHMENT II, p. 5
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organization, Signal Companies, Inc., reimburse it for its
administrative expenses. Reimbursements from Signal Companies,
Inc. were deposited into one checking account comprising Signal
PAC's administrative expense fund and contribution fund. Signal
PAC noted, in one of its responses to requests for additional
information, that detailed accounting records were kept to
segregate the administrative expense fund activity from other
activity.

Signal PAC did not disclose these transactions in its

5 6

reports. The assistant treasurer stated that Signal PAC's

5

failure to disclose was due to its ignorance of the reporting

2

requirement in this instance.

1
4

In response to the Reports Analysis Division's advice as to
Signal PAC's violation of the Act, Signal PAC filed on June 18,
1982 a 1981 Comprehensive Amendment showing a total of $39,817.84
in administrative expense reimbursements from Signal Companies,

Inc. for the period between February 10 and December 18, 1981.

8340304

The cover letter accompanying the amendment explained that Signal
PAC had engaged in the reimbursement practice in question since
Signal PAC's inception in 1977 and that, in the future, Signal
Companies, Inc. would directly pay for administrative expenses.
Another Comprehensive Amendment was received by the Reports
Analysis Division on December 27, 1982 for the period between
January 1, 1982 and June 30, 1982. This Amendment revealed that

Signal Companies, Inc. reimbursed Signal PAC $29,179.69 in

ATTACHMENT II, p. 6
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administrative expenses. */ A Request for Additional Information
was sent to Signal PAC on December 29, 1982. Signal PAC answered
with the argument that no corporate contributions were made. As
of the date of this report, Signal PAC's position remains
unchanged; consequently, it has not refunded any of the
reimbursements from Signal Companies, Inc.

Signal PAC's practice of receiving reimbursements for
administrative expenses from Signal Companies, Inc. and

subsequently depositing such reimbursement into its political

i~

© contributions bank account presents the question of improper

13 commingling of treasury and contribution monies and consequent
o illegal corporate contributions.

M 2 U.S.C. § 441b(a) makes "[i]t unlawful for any ...

- corporation whatever to make a contribution or expenditure in

:2 connection with any [federal] election ... or in connection with
o any primary election or political convention or caucus held to
< select candidates for any [federal office] ..., or for any ...
@

*/ Of this amount, $500.00 may not have been an administrative
expense as Signal PAC lists the expense as money going to
Business Industry Political Action Committee ("BIPAC"). Further,
a second $750.00 administrative expense disbursement for seminar
registration was made from Signal PAC to BIPAC. Signal PAC's
June 2, 1982 report described the purpose of the $750.00
disbursement as "other" in its itemized candidate schedule 22B.
In its June 17, 1982 report, it appears that Signal PAC
redescribed this $750.00 disbursement to BIPAC as one for
"seminar registration” (administrative expense). BIPAC reported
in its year-to-date totals of contributions from other PACs that
it had received $1,250.00 from Signal PAC as of June 10, 1982.

ATTACHMENT II, p. 7
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political committee knowingly to accept or receive any
contribution prohibited by this section....” However, 2 U.S.C.
§ 441b(b) (2) (C) specifically excludes from the restrictive
definition of contribution or expenditure, funds used for "the
establishment, administration, and solicitation of contributions
to a separate segregated fund to be utilized for political
purposes by a corporation ...." Thus, this expenditure exception
allows a corporation to use treasury monies for the
establishment, administration, and solicitation of contributions
to its separate segregated fund. 11 C.F.R. § 114.5(b). Such use
of corporate treasury monies may not be made as a means of
exchanging treasury monies for voluntary contributions.
11 C.F.R. § 114.5(b).

The principle against commingling of treasury funds and
contribution funds is stressed by the U.S. Supreme Court's

statement in Pipefitters v. United States, 407 U.S. 385, 414

(1972), that a separate segregated fund must separate itself from
its connected organization to the extent "that there must be
strict segregation of its monies from union dues and
assessments.” This same requirement of segregation of funds
applies to corporations as well as unions,

The Commission has considered other matters involving the
reimbursement of administrative expenses to a separate segregated
fund by its connected organization. In those instances where the

Commission permitted reimbursement, the connected organization:

ATTACHMENT II, p. 8
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1) made a one-time reimbursement to the separate segregated fund;

2) reimbursed its

separate segregated fund because of the

latter's inadvertant or mistaken payment of expenses; and 3)

could have paid the cost directly in its own right. Advisory

Opinions 1979-72 and 1979-33 and AOR 1976-1l11.

The present matter is distinguished from the factual

situations in the

above advisory opinions in that here there is a

course of considered, discretionary practice over a five-year

period rather than a single, mistaken payment. See Advisory

Opinion 1982-42.

The long period of the reimbursement practice

coupled with the one and a half year period of commingling

treasury and contribution funds is cause to find reason to

believe that Signal PAC and Signal Companies, Inc. have violated

2 U,S.C. § 441b.

ATTACHMENT II, p. 9




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

- MUR 1544

The Signal Companies, Inc.
Political Action Committee

The Signal Companies, Inc.

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal
Election Commission, do hereby certify that on July 11,

1983, the Commission decided by a vote of 6-0 to take the

following actions in MUR 1544:

1. Find reason to believe that
Signal Companies, Inc. Political
Action Committee and Signal
Companies, Inc. violated 2 U.S.C.
§ 441b.

Approve the letters as attached

to the First General Counsel's
Report dated July 6, 1983.

Commissioners Aikens, Elliott, Harris, McDonald, McGarry

and Reiche voted affirmatively in this matter.
Attest:

s 777@4%@ ZJM/

Date Marjorie W. Emmons
Secretary of the Commission

Received in Office of Commission Secretary:
Circulated to the Commission:
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FEDERAL ELECTION COMMISSION ﬁi %
1325 K Street, NW o
Washington, D.C. 20463
FIRST GENERAL COUNSEL'S REPORT =
SN
DATE AND TIME OF TRANSMITTAL MUR 1544 (7
BY OGC TO THE COMMISSION: 7/(/93-/0:00  STAFF MEMBER:
G.A. Finch
SOURCE OF MUR: INTERNALLY GENERATED
RESPONDENT'S NAME: The Signal Companies, Inc. St
Political Action Committee ﬂ (%S
and

The Signal Companies, Inc.

INTERNAL REPORTS CHECKED: The Signal Companies, Inc.
Political Action Committee
and
Business Industry Political
Action Committee

FEDERAL AGENCIES CHECKED: None

GENERATION OF MATTER
This matter was referred from the Reports Analysis Division
on February 16, 1983. The Commission voted to open a MUR
regarding the Signal Companies, Inc. Political Action Committee

("Signal PAC") and Signal Companies, Inc. on April 22, 1983.

SUMMARY OF ALLEGATIONS

Signal PAC accepted payments for administrative expenses

directly from Signal Companies, Inc. Signal PAC commingled these

payments with political contributions by placing them together

into one bank
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account thus violating 2 U.S.C. § 441b(a). Additionally, Signal

Companies, Inc., by making such payments, made illegal corporate

contributions to Signal PAC in violation of 2 U.S.C. § 441b(a).
FACTUAL AND LEGAL ANALYSIS

The Reports Analysis Division in a June 12, 1982,
conversation with Signal PAC's assistant treasurer, who was
responding to a May 12, 1982, informational notice, learned that
Signal PAC was engaged in the practice of having its connected
organization, Signal Companies, Inc., reimburse it for its
administrative expenses. Reimbursements from Signal Companies,
Inc. were deposited into one checking account comprising Signal
PAC's administrative expense fund and contribution fund. Signal
PAC noted, in one of its responses to requests for additional
information, that detailed accounting records were kept to
segregate the administrative expense fund activity from other
activity.

Signal PAC did not disclose these transactions in its
reports, The assistant treasurer stated that Signal PAC's
failure to disclose was due to its ignorance of the reporting
requirement in this instance.

In response to the Reports Analysis Division's advice as to
Signal PAC's violation of the Act, Signal PAC filed on June 18,
1982 a 1981 Comprehensive Amendment showing a total of $39,817.84
in administrative expense reimbursements from Signal Companies,
Inc. for the period between February 10 and December 18, 1981.

The cover letter accompanying the amendment explained that Signal

PAC had engaged in the reimbursement practice in question since
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Signal PAC's inception in 1977 and that, in the future, Signal
Companies, Inc. would directly pay for administrative expenses.

Another Comprehensive Amendment was received by the Reports
Analysis Division on December 27, 1982 for the period between
January 1, 1982 and June 30, 1982. This Amendment revealed that
Signal Companies, Inc. reimbursed Signal PAC $29,179.69 in
administrative expenses. */ A Request for Additional Information
was sent to Signal PAC on December 29, 1982. Signal PAC answered
with the argument that no corporate contributions were made. As
of the date of this report, Signal PAC's position remains
unchanged; consequently, it has not refunded any of the
reimbursements from Signal Companies, Inc.

Signal PAC's practice of receiving reimbursements for
administrative expenses from Signal Companies, Inc. and
subsequently depositing such reimbursement into its political
contributions bank account presents the question of improper
commingling of treasury and contribution monies and consequent

illegal corporate contributions. \

*/ Of this amount, $500.00 may not have been an administrative
expense as Signal PAC lists the expense as money going to
Business Industry Political Action Committee ("BIPAC"). Further,
a second $750.00 administrative expense disbursement for seminar
registration was made from Signal PAC to BIPAC. Signal PAC's
June 2, 1982 report described the purpose of the $750.00
disbursement as "other" in its itemized candidate schedule 22B.
In its June 17, 1982 report, it appears that Signal PAC
redescribed this $750.00 disbursement to BIPAC as one for
"seminar registration"” (administrative expense). BIPAC reported
in its year-to-date totals of contributions from other PACs that
it had received $1,250.00 from Signal PAC as of June 10, 1982.




o

10

o

a ” (i Qi e

1=

2 U,S.C. § 441b(a) makes "[i]t unlawful for any ...
corporation whatever to make a contribution or expenditure in
connection with any [federal] election ... or in connection with
any primary election or political convention or caucus held to
select candidates for any [federal office)] ..., or for any ...
political committee knowingly to accept or receive any
contribution prohibited by this section...." However, 2 U.S.C.

§ 441b(b) (2) (C) specifically excludes from the restrictive
definition of contribution or expenditure, funds used for "the
establishment, administration, and solicitation of contributions
to a separate segregated fund to be utilized for political
purposes by a corporation ...." Thus, this expenditure exception
allows a corporation to use treasury monies for the
establishment, administration, and solicitation of contributions
to its separate segregated fund. 11 C.F.R. § 114.5(b). Such use
of corporate treasury monies may not be made as a means of
exchanging treasury monies for voluntary contributions.

11 C.F.R. § 114.5(b).

The principle against commingling of treasury funds and
contribution funds is stressed by the U.S. Supreme Court's

statement in Pipefitters v. United States, 407 U.S. 385, 414

(1972) , that a separate segregated fund must separate itself from
its connected organization to the extent "that there must be
strict segregation of its monies from union dues and
assessments." This same requirement of segregation of funds

applies to corporations as well as unions.
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The Commission has considered other matters involving the
reimbursement of administrative expenses to a separate segregated
fund by its connected organization. 1In those instances where the
Commission permitted reimbursement, the connected organization:
1) made a one-time reimbursement to the separate segregated fund,
2) reimbursed its separate segregated fund because of the
latter's inadvertant or mistaken payment of expenses, and 3)
could have paid the cost directly in its own right. Advisory

Opinions 1979-72 and 1979-33 and AOR 1976-111.

e

~ The present matter is distinguished from the factual

1n situations in the above advisory opinions in that here there is a

™ course of considered, discretionary practice over a five-year
period rather than a single, mistaken payment. See Advisory

) Opinion 1982-42. The long period of the reimbursement practice

fz coupled with the one and a half year period of commingling

é; treasury and contribution funds is cause to find reason to

< believe that Signal PAC and Signal Companies, Inc. have violated

o 2 U.S.C. § 441b.
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RECOMMENDATIONS
1) Pind reason to believe that Signal Companies, Inc. Political
Action Committee and Signal Companies, Inc. violated 2 U.S.C.
§ 441b; and,
2) Approve attached letters.

Charles N. Steele
General Counsel

S, 193 =Y /ﬁ% ZZA

Dige Kenneth A. Gross
Associate General Counsel

Attachments:
I. Letters
II. PFactual and Legal Analysis
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1325 K Street, NW
Washington, D.C. 20485 JUNQ Am: 08
FIRST GENERAL COUNSEL'S REPORT

DATE AND TIME OF TRANSMITT ‘ MUR 1544
BY OGC TO THE COMMISSION:( /83-!04? STAFF MEMBER:
G.A. Finch

SOURCE OF MUR: INTERNALLY GENERATED

RESPONDENT'S NAME: The Signal Companies, Inc.
Political Action Committee
and
The Signal Companies, Inc.

INTERNAL REPORTS CHECKED: The Signal Companies, Inc.
Political Action Committee
and
Business Industry Political
Action Committee

FEDERAL AGENCIES CHECKED: None

GENERATION OF MATTER
This matter was referred from the Reports Analysis Division
on February 16, 1983. The Commission voted to open a MUR
regarding the Signal Companies, Inc. Political Action Committee

and Signal Companies, Inc. on April 22, 1983.

SUMMARY OF ALLEGATIONS
The Signal Companies, Inc. Political Action Committee
("Signal PAC"), by accepting payments for administrative expenses
from Signal Companies, Inc., commingled political contributions

and corporate funds in violation of 2 U.S.C. § 441b(a). Also,
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Signal Companies, Inc. by making such payments, made illegal

corporate contributions to Signal PAC.

FACTUAL AND LEGAL ANALYSIS

The Reports Analysis Division in a June 12, 1982
conversation with the assistant treasurer of Signal PAC learned
that Signal PAC was engaged in the practice of having its
connected organization, Signal Companies, Inc., reimburse it for
its administrative expenses. Reimbursements from Signal
Companies, Inc. were deposited into one checking account
comprising Signal PAC's administrative expense fund and
contribution fund., Signal PAC noted, in one of its responses to
requests for additional information, that detailed accounting
records were kept to segregate the administrative expense fund
activity from other activity.

Signal PAC did not disclose these transactions in its
reports. The assistant treasurer stated that Signal PAC's
failure to disclose was due to its ignorance of the reporting
requirement in this instance.

In response to the Reports Analysis Division's advice as to
Signal PAC's violation of the Act, Signal PAC filed on June 18,
1982 a 1981 Comprehensive Amendment showing a total of $39,817.84
in administrative expense reimbursements from Signal Companies,
Inc. for the period between February 10 and December 18, 1981.
The cover letter accompanying the amendment explained that Signal

PAC had engaged in the reimbursement practice in question since
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Signal PAC's inception in 1977 and that, in the future, Signal
Companies, Inc. would directly pay for administrative expenses.

Another Comprehensive Amendment was received by the Reports
Analysis Division on December 27, 1982 for the period between
January 1, 1982 and June 30, 1982. This Amendment revealed that
Signal Companies, Inc. reimbursed Signal PAC $29,179.69 in
administrative expenses. */ A Request for Additional Information
was sent to Signal PAC on December 29, 1982. Signal PAC answered
with the argument that no corporate contributions were made. As
of the date of this report, Signal PAC's position remains
unchanged; consequently, it has not refunded any of the
reimbursements from Signal Companies, Inc.

Signal PAC's practice of receiving reimbursements for
administrative expenses from Signal Companies, Inc. and
subsequently depositing such reimbursement into its political
contributions bank account presents the question of improper
commingling of treasury and contribution monies and consequent

illegal corporate contributions.

X7 Of this amount, $500.00 may not have been an administrative
expense as Signal PAC lists the expense as money going to
Business Industry Political Action Committee ("BIPAC"). Further,
a second $750.00 administrative expense disbursement for seminar
registration was made from Signal PAC to BIPAC. Signal PAC's

2 June 1982 report described the purpose of the $750.00
disbursement as "other" in its itemized candidate schedule 22B.
In its 17 June 1982 report, it appears that Signal PAC
redescribed this $750.00 disbursement to BIPAC as one for
"seminar registration" (administrative expense). BIPAC reported
in its year-to-date totals of contributions from other PACs that
it had received $1,250.00 from Signal PAC as of June 10, 1982,
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2 U.S.C. § 441b(a) makes "[i]t unlawful for any ...
corporation whatever to make a contribution or expenditure in
connection with any [federal] election ... or in connection with
any primary election or political convention or caucus held to
select candidates for any [federal office] ..., or for any ...
political committee knowingly to accept or receive any
contribution prohibited by this section...." However, 2 U.S.C,
§ 441b(b) (2) (C) specifically excludes from the restrictive

definition of contribution or expenditure, funds used for "the

<o

o establishment, administration, and solicitation of contributions
15 to a separate segregated fund to be utilized for political

™ purposes by a corporation ...." Thus, this expenditure exception
B allows a corporation to use treasury monies for the

:; establishment, administration, and solicitation of contributions
<) to its separate segregated fund. 11 C.F.R. § 114.5(b). Such use
o of corporate treasury monies may not be made as a means of

< exchanging treasury monies for voluntary contributions.

[ o}

11 C.F.R. § 114.5(b).

In order for the payment of administrative expenses to
Signal PAC by Signal Companies, Inc. to be legally sufficient,
the latter must either pay directly for the expenses or must
deposit the reimbursement funds into an account segregated from

political contribution funds. See Pipefitters Local Union No.

562 v. United States, 407 U.S. 385 (1972).
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The Commission has considered other matters involving the
reimbursement of administrative expenses to a separate segregated
fund by its connected organization. In those instances where the
Commission permitted reimbursement, the connected organization:
1) made a one-time reimbursement fo the separate segregated fund,
2) reimbursed its separate segregated fund because of the
latter's inadvertant or mistaken payment of expenses, and 3)
could have paid the cost directly in its own right. Advisory
Opinions 1979-72 and 1979-33 and AOR 1976-111.

The present matter is distinguished from the factual
situation in the above advisory opinions in that here there is a
course of considered, discretionary practice over a five-year
period rather than a single, mistaken payment. Advisory Opinion
1982-42. The long period of the reimbursement practice coupled
with the one and a half year period of commingling treasury and
contribution funds is cause to find reason to believe that Signal

PAC and Signal Companies, Inc. have violated 2 U.S.C. § 441b.
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RECOMMENDATIONS
The Office of General Counsel recommends that the
Commission:

1) find reason to believe that Signal Companies, Inc.
Political Action Committee and Signal Companies, Inc. violated
2 U.S.C. § 441b; and,

2) approve and authorize sending to the respondent the

attached factual and legal analysis and letters.

= Charles N. Steele
Xa} General Counsel
N
< K (o1
< D i
Associate General Counsel

(o)

Attachments:
bt I. Letters
o II. Factual and Legal Analysis
<




FEDERAL ELECTION COMMISSION

WASHINGTON, D.C. 20463

David H. Skinner

Signal PAC

11255 North Torrey Pines Road
LaJolla, California 92037

»J Re: MUR 1544
L) Dear Mr. Skinner:
| i Y
On , 1983, the Federal Election Commission determined
~! that there is reason to believe that your committee violated
- 2 U.S.C. § 441b(a) a provision of the Federal Election Campaign
\ Act of 1971, as amended ("the Act") by commingling political
- contributions and corporate funds. The General Counsel's factual
' and legal analysis, which formed a basis for the Commission's
(] finding, is attached for your information.
e 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.
e 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 conciliation. Of
course, this does not preclude the settlement of this matter
through conciliation prior to a finding of probable cause to
believe if you so desire. See 11 C.F.R. § 111.18(d).

If you intend to be represented by counsel in this matter,
please advise the Commission by completing the enclosed form
stating the name, address and telephone number of such counsel,
and a statement authorizing such counsel to receive any
notifications and other communications from the Commission.

A Yo Vovenc 1) Q.
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David H. Skinner
Page Two

- The investigation now being conducted will be confidential
in accordance with 2 U.S§.C. § 437g(a) (4) (B) and § 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. 1If you have any questions, please contact G.A.
Finch, the attorney assigned to this matter, at (202)523-4060.

Sincerely,
-
Fs Enclosures
o l. General Counsel's Factual and Legal Analysis
2. Procedures
< 3. Designation of Counsel Statement
T
M
C
v
L o]
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

The Signal Companies, Inc.
1255 North Torrey Pines Road
La Jolla, California 92037

MUR 1544

Dear Sir:

On June , 1983, the Federal Election Commission determined
that there is reason to believe that your committee violated
2 U.S.C. § 441b(a) a provision of the Federal Election Campaign
Act of 1971, as amended ("the Act") by commingling political
contributions and corporate funds. 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.

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 conciliation. Of
course, this does not preclude the settlement of this matter
through conciliation prior to a finding of probable cause to
believe if you so desire. See 11 C.F.R. § 111.18(d).

If you intend to be represented by counsel in this matter,
please advise the Commission by completing the enclosed form
stating the name, address and telephone number of such counsel,
and a statement authorizing such counsel to receive any
notifications and other communications from the Commission.

k\* QQ\N\N\Q,\/\* e 3 \" :),




The Signal Companies, Inc.
Page Two

The investigation now being conducted will be confidential
in accordance with 2 U.S.C. § 437g(a)(4) (B) and § 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 G. A.
Finch, the attorney assigned to this matter, at (202)523-4060.

Sincerely,

3 6
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Enclosures
l. General Counsel's Factual and Legal Analysis
2. Procedures
3. Designation of Counsel Statement
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FEDERAL ELECTION COMMISSION

GENERAL COUNSEL'S FACTUAL AND LEGAL ANALYSIS

MUR 1544 _

STAFF MEMBER & TEL. NO.
G.A. Finch
(202)523-4060

RESPONDENT: The Signal Companies, Inc.

SOURCE OF MUR: INTERNALLY GENERATED

SUMMARY OF ALLEGATIONS

i~ This matter was referred from the Reports Analysis Division
o on February 16, 1983. The Signal Companies, Inc. Political
'

Action Committee ("Signal PAC"), by accepting payments for
administrative expenses from Signal Companies, Inc., commingled
political contributions and corporate funds in violatidn of

2 U.S.C. § 441b(a). Also, Signal Companies, Inc. by making such

payments, made illegal corporate contributions to Signal PAC.

FACTUAL BASIS AND LEGAL ANALYSIS

84030442

The Reports Analysis Division in a June 12, 1982
conversation with the assistant treasurer of Signal PAC learned
that Signal PAC was engaged in the practice of having its
connected organization, Signal Companies, Inc., reimburse it for
its administrative expenses. Reimbursements from Signal
Companies, Inc. were deposited into one checking account
comprising Signal PAC's administrative expense fund and

contribution fund. Signal PAC noted, in one of its responses to
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requests for additional information, that detailed accounting
records were kept to segregate the administrative expense fund
activity from other activity.

Signal PAC did not disclose these transactions in its
reports. The assistant treasurer stated that Signal PAC's
failure to disclose was due to its ignorance of the reporting
requirement in this instance.

In response to the Reports Analysis Division's advice as to
Signal PAC's violation of the Act, Signal PAC filed on June 18,

1982 a 1981 Comprehensive Amendment showing a total of $39,817.84

in administrative expense reimbursements from Signal Companies,

b

Inc. for the period between February 10 and December 18, 1981.

2

The cover letter accompanying the amendment explained that Signal
PAC had engaged in the reimbursement practice in question since
Signal PAC's inception in 1977 and that, in the future, Signal
Companies, Inc. would directly pay for administrative expenses.

Another Comprehensive Amendment was received by the Reports
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Analysis Division on December 27, 1982 for the period between
January 1, 1982 and June 30, 1982. This Amendment revealed that

Signal Companies, Inc. reimbursed Signal PAC $29,179.69 in
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administrative expenses. X/ A Request for Additional Information
was sent to Signal PAC on December 29, 1982. Signal PAC answered
with the argument that no corporate contributions were made. As
of the date of this report, Signal PAC's position remains
unchanged; consequently, it has not refunded any of the
reimbursements from Signal Companies, Inc.

Signal PAC's practice of receiving reimbursements for
administrative expenses from Signal Companies, Inc. and
subsequently depositing such reimbursement into its political
contributions bank account presents the question of improper
commingling of treasury and contribution monies and consequent
illegal corporate contributions.

2 U.S.C. § 441b(a) makes "[i]t unlawful for any ...
corporation whatever to make a contribution or expenditure in
connection with any [federal] election ... or in connection with
any primary election or political convention or caucus held to

select candidates for any [federal office] ..., or for any ...

X/ Of this amount, $500.00 may not have been an administrative
expense as Signal PAC lists the expense as money going to
Business Industry Political Action Committee ("BIPAC"). Further,
a second $750.00 administrative expense disbursement for seminar
registration was made from Signal PAC to BIPAC. Signal PAC's

2 June 1982 report described the purpose of the $750.00
disbursement as "other" in its itemized candidate schedule 22B.
In its 17 June 1982 report, it appears that Signal PAC
redescribed this $750.00 disbursement to BIPAC as one for
"seminar registration" (administrative expense). BIPAC reported
in its year-to-date totals of contributions from other PACs that
it had received $1,250.00 from Signal PAC as of June 10, 1982.
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political committee knowingly to accept or receive any
contribution prohibited by this section...."” However, 2 U.S.C.

§ 441b(b) (2) (C)  specifically excludes from the restrictive
definition of contribution or expenditure, funds used for "the
establishment, administration, and solicitation of contributions
to a separate segregated fund to be utilized for political
purposes by a corporation ...." Thus, this expenditure exception
allows a corporation to use treasury monies for the
establishment, administration, and solicitation of contributions
to its separate segregated fund. 11 C.F.R. § 114.5(b). Such use
of corporate treasury monies may not be made as a means of
exchanging treasury monies for voluntary contributions.

11 C.F.R. § 114.5(b).

In order for the payment of administrative expenses to
Signal PAC by Signal Companies, Inc. to be legally sufficient,
the latter must either pay directly for the expenses or must
deposit the reimbursement funds into an account segregated from

political contribuion funds. See Pipefitters Local Union No. 562

v. United States, 407 U.S. 385 (1972).

The Commission has considered other matters involving the
reimbursement of administrative expenses to a separate segregated
fund by its connected organization. 1In those instances where the
Commission permitted reimbursement, the connected organization:
1) made a one-time reimbursement to the separate segregated fund,

2) reimbursed its separate segregated fund because of the
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latter's inadvertant or mistaken payment of expenses, and 3)
could have paid-the cost directly in its own right. Advisory
Opinions 1979-72 and 1979-33 and AOR 1976-111.

The present matter is distinguished from the factual
situation in the above advisory opinions in that here there is a
course of considered, discretionary practice over a five-year
period rather than a single, mistaken payment. Advisory Opinion
1982-42. The long period of the reimbursement practice coupled
with the one and a half year period of commingling treasury and
contribution funds is cause to find reason to believe that Signal

PAC and Signal Companies, Inc. have violated 2 U.S.C. § 441b.
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of
" RAD Referral 83L-10

)
)
The Signal Comvanies, Inc. )

Political Action Committee )

CERTIFICATION

I, Marjorie W. Emmons, Secretary of the Federal
Election Commission, do hereby certify that on April 21,
1983, the Commission decided by a vote of 6-0 to open

a MUR in the above-captioned matter.

Commissioners Aikens, Flliott, Harris, chbnald, McGarry

ani Reiche voted affirmatively in this matter.

Attest:

H-9.9 -&3 L
Date Marjorie W. Emmons
Secretary of the Commission

Received in Office of Commission Secretary: 4-19-83, 11:07
Circulated on 48 hour tally basis: 4-19-83, 4:00
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April 19, 1983

MEMORANDUM TO: The Commission

FROM: Charles N. Steele
General Counsel

Kenneth A. Gross
Associate General Counse

RAD Referral:
83L~10 ~ The Signal Companies, Inc.
Political Action Committee

The Office of General Counsel has prepared for Commission
review, twelve critiques of referrals from the Reports Analysis
Division.

Attached to this referral is a critique prepared by this
Office, a copy of the referral from the Reports Analysis
Division, and a 48-hour tally vote sheet. The OGC critique
summarizes the facts, presents an analysis of the legal issues
involved, and makes a recommendation as to the disposition of the
referrals, The copy of the RAD referral is attached for
informational purposes; and the separate vote sheet provides for
a vote on this referral.

Attachments
Critique and Referral
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RAD REFERRAL NUMBER: 83L-10
SUBJECT: The Signal Companies, Inc. Political Action Committee

Date of referral: February 16, 1983.

Financial background:

a. Total 1979-1980 receipts: $112,627.

b. Total 1979-1980 disbursements: 5102,988.
Total 1981-1982 receipts: $138,011.
Total 1981-~-1982 disbursements: §143,936.
Cash on hand (December 31, 1982): §$9,703.
Debts owed to the committee
(December 31, 1982): § 0.

Debts owed by the committee
(December 31, 1982): § 0.

L

Status of candidate: N/A

SUMMARY OF RAD ACTIONS

Referral category 22 (Commingling of Treasury and Voluntary
Funds)

On June 12, 1982, the assistant treasurer for the Signal

Companies, Inc., Political Action Committee ("Signal PAC") called
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in response to an Informational Notice sent on May 12, 1982.
Several reports had been questioned for failure to disclose
operating expenditures on the appropriate expenditure schedules.
The caller stated that they had a system whereby Signal PAC would
pay for administrative expenses and be subsequently reimbursed by
their connected organization, The Signal Companies, Inc. He went
on to state that none of this activity had been disclosed on

their reports because they were not aware that this
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activity had to be reported. The caller was advised that all
this activity had to be disclosed and that the described activity
was a violation of the Act and Regulations.

On June 18, 1982, Signal PAC filed a 1981 Comprehensive
amendment disclosing a total of $39,817.84 in "expense
reimbursements” from their incorporated connected organization,
which were received from February 10 to December 18, 1981. The
treasurer indicated in a cover letter that this method of

accounting for administrative expenses had been used since Signal

5

PAC was formed in 1977. He stated that in the future the

5

connected organization would pay for all operating expenditures
directly, thus discontinuing their current system of the PAC
paying for administrative expenses and being reimbursed by their
connected organization.

A Request For Additional Information was sent on
September 8, 1982, questioning the receipt of prohibited funds.

On September 21, 1982, the treasurer called and stated Signal
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PAC's position that the monies received from their connected
organization were not corporate contributions. On September 24,
1982, a letter was received from Signal PAC indicating that a
response would be submitted within two weeks.

A Second Letter was sent on October 1, 1982, acknowledging
the letter received September 24, 1982, and indicating that a

response was still required. On October 15, 1982, Signal PAC
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responded by providing documentation from their accounting firm,
which indicated that reimbursements by the connected organization
represented specific administrative expenses incurred by the PAC.
The response also noted that until the practice was discontinued
on July 1, 1982, the PAC account contained two funds, an expense
fund and a contribution fund, and that "[i]n order to reduce
administrative costs, both the expense fund and the separate
contributions fund utilized the same bank checking account.” 1/
On December 27, 1982, a 1982 Comprehensive Amendment
covering January 1, 1982, through June 30, 1982, was filed which
disclosed a total of $29,179.69 received from Signal PAC's
connected organization during a period from January 14 to
June 30, 1982. A Request For Additional Information was sent on
December 29, 1982. On January 11, 1983, Signal PAC responded by
reiterating its position that no corporate contributions were
made. 2/ Signal PAC has not refunded any of the "expense
reimbursements” from the connected organization.

OGC ANALYSIS

Pursuant to 2 U.S.C. § 441b(a) a corporation is prohibited

from making a contribution or expenditure in connection with any

1/ According to the response submitted, "[d]etailed accounting
records were kept to segregate the activity in the expense fund
from all other activity."

2/ No Second Letter was sent since it appeared that Signal PAC
would not take any corrective action.
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federal election. 1In addition, a political committee is
prohibited from knowingly accepting or receiving any contribution
from a corporation. 1Id. A specific exemption to the § 441b
prohibition permits the expenditure of corporate monies for the
establishment, administration, and solicitation of contributions
to a separate segregated fund to be used for political purposes
by a corporation. 2 U.S.C. § 441b(b) (2) (C). A corporation,
however, may not use the establishment, administration, and
solicitation process as a means of exchanging treasury monies for
voluntary contributions. 11 C.F.R. § 114.5(b).

The issue involved herein arises from the fact that Signal
PAC pays for its administrative expenses and then seeks
reimbursement from its connected organization, The Signal
Companies, Inc.; the reimbursement is deposited into Signal PAC's
political contributions account. This is not an isolated
occurrence but a continuing practice which has been in effect
since 1977. Such activity, in the General Counsel's view,
constitutes a violation of 2 U.S.C. § 441b(a) by The Signal
Companies, Inc. and Signal PAC as political contribution monies
are commingled with corporate monies. While The Signal
Companies, Inc. may pay the administrative expenses of Signal PAC
pursuant to 2 U.S.C. § 441b(b) (2) (C), it must either do so
directly, or the reimbursement to Signal PAC must be deposited

into an account segregated from political contribution monies.
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Pipefitters Local Union No. 562 v. United States, 407 U.S. 385

(1972).

The Commission has on some occasions permitted a connected
organization to reimburse its separate segregated fund, on a one
time basis, for expenses initially paid for by the fund but which
could have been paid for by the connected organization. 1In
Advisory Opinions 1979-72 and 1979-33 and Re: AOR 1976-111 the
Commission allowed the connected organization involved to
reimburse its separate segregated fund for costs paid by the fund
inadvertantly or by mistake. Each of those situations is
distinguishable from the present set of facts as it was the
constant practice of Signal PAC for over five years to seek
reimbursement from The Signal Companies, Inc. for the
administrative expenses it incurred. See Advisory Opinion
1982-42. Furthermore, while in MUR 1411 the Commission was
unable to reach a decision as to whether a violation occurred and
determined to take no further action against the National
Education Association ("NEA") and its separate segregated fund, a
one time reimbursement by the NEA of the cost of certain PAC
fundraising items paid for by its fund was involved.

An additional consideration in determining whether a matter
under review should be opened is that two of the "administrative
expenses”" which were incurred by Signal PAC during 1982 and

apparently reimbursed by The Signal Companies, Inc. involved
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disbursements to the Business ‘Tndiis
Committee ("BIPAC"), a registered political committee. 3/ Each
disbursement will be discussed in turn.

Signal PAC's summary of 1982 administrative expenses lists a
$500 disbursement to BIPAC on January 19, 1982, which is itemized
on its 1982 Comprehensive Amendment as a 'contributioh to
political education division." BIPAC, however, not its Political
Education Division, appears to have accepted this contribution as
BIPAC reported the receipt of a $500 contribution from Signal PAC
on February 2, 1982. This circumstance suggests that The Signal
Companies, Inc. made an indirect corporate contribution to BIPAC
as Signal PAC was reimbursed by The Signal Companies, Inc. for its
disbursement. Signal PAC's summary of 1982 administrative
expenses which were apparently reimbursed by The Signal
Companies, Inc. also lists a $750 disbursement to BIPAC on June 2,
1982, which is itemized on its 1982 Comprehensive Amendment as a
disbursement on June 17, 1982, for conference registration. From
Signal PAC's reports it seems that Signal PAC may have directly
contributed $750 to BIPAC on June 2, 1982, and made the above
disbursement to BIPAC on either June 2 or June 17, 1982. 1In that
BIPAC, on June 10, 1982, reported the receipt of $750, not

$1,500, from Signal PAC, the $750 conference registration may

3/ During 1981 Signal PAC made five disbursements totalling
$630 to BIPAC's Political Education Division for "registration
fees" and a directory, and appears to have been reimbursed by its
connected organization for such administrative expenses.
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have gone to BIPAC's Political Education Division, but this is

not clear. Additional information needs to be obtained in order

to determine whether an indirect corporate contribution from The
Signal Companies, Inc. to BIPAC may have occurred in this
instance as well.

In view of the foregoing, and the fact that over $68,000
during a one and a half year period alone was commingled, the

General Counsel recommends that a matter under review be opened.

RECOMMENDATION

Open a Matter Under Review.
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REPORTS ANALYSIS REFERRAL
.To
OFFICE OF GENERAL COUNSEL LS

DATE: 16 February 1983
ANALYST: Mark Kl_éinpan

I. COMMITTEE: The Signal Companies, Inc. )
Political Action Committee (000079673)
David H. Skinner, Treasurer :
11255 North Torrey Pines Road
La Jolla, CA 92037 .

II. RELEVANT STATUTE: 2 U.S.C. 441b(a); 11 CFR 114.5 (b)

III. BACKGROUND:
Commingling Treasury and Voluntary Funds

On June 12, 1982, the assistant treasurer for the Signal
Companies, Inc., Political Action Committee ("Signal PAC") called
in response to an Informational Notice sent on May 12, 1982.
Several reports had been gquestioned for failure to disclose oper-
ating expenditures on the appropriate expenditure schedule(s).
The caller stated that they had a system whereby Signal PAC would
pay for administrative expenses and be subsequently reimbursed by
their connected organization. He went on to state that none of
this activity had been disclosed on their reports because they
were not aware that this activity had to be reported. The caller.
was advised that all this activity had to be disclosed and that
the described activity was a violation of the Act .and Regulations
(Attachment f2)._

On June 18, 1982, Signal PAC filed a :1981 Conprehensive
Amendment disclosing a total of $39,817.84 in “expense reimburse-
ments” from the incorporated connected organization, which were re-
ceived from February 10 to December 18, 1981 (Attachment $3).
The treasurer indicated in a cover letter that this method of ac-
counting for administrative expenses had been used since Signal
PAC was formed in 1977. 1In the future, he stated, the connected
organization would pay for all operating expenditures directly;
thus, discontinuing their current system of the PAC paying for
administrative expenses and being reimbursed by their connected
organization (Attachment $#4).




Signal Companies, Inc., PAC
Page 2

A Request For Additional Information was sent on September
8, 1982, questioning the receipt of prohibited funds (Attachment
45).

On September 21, 1982, the treasurer called and stated the
committee's position that the monies received from their connect-
ed organization were not corporate contributions (Attachment $6).
On September 24, 1982, a letter was received from the committee
indicating that a response would be submitted within two weeks
(Attachment #7).

A Second Letter was sent on October 1, 1982, acknowledging
the letter received September 24, 1982, and indicating that a re-
sponse was still required (Attachment #8). On October 15, 1982,
Signal PAC responded by providing documentation from their ac-
counting firm, which indicated that reimbursements by the con-
nected organization were always for specific administrative ex-
penses incurred by the PAC. The response also noted that until
the practice was discontinued (i.e., July 1, 1982), the PAC ac-
count contained two funds: an expense fund and a contribution
fund. "In order to reduce administrative costs, both the expense
fund and the separate contributions fund utilized the same bank
checking account" (Attachment $#9).

The 1982 Comprehensive Amendment covering January 1, 1982
through June 30, 1982, filed December 27, 1982, disclosed a total
of $29,179.69 received from the incorporated connected organiza-
tion during a period from January 14 to June 30, 1982. A Request
For Additional Information was sent on December 29, 1982 (Attach-
ment #10). On January 1ll, 1983, Signal PAC responded by reiter-

ating its position that no corporate contributions were made
(Attachment $#11). */

Signal PAC has not refunded any of the "expense reimburse-
‘ments®” from the connected organization.

IV. OTHER PENDING ACTIONS INITIATED BY RAD:

_ There are no outstanding RFAIs or other matters receiving
referral at this time.

>/ No Second Letter was sent since it appeared that Signal PAC
would not take any corrective action.
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POS I ~GENERAL : X 39100 140LTH2 -22N0VB2 H2FEC/255/5346
YEAR-END . thy b 250 23NUVE2 -31DECH2 BIFEC/263/73370
COMPREHENSIVE AMEND - AMENUMENT - = 1JANB2 -30JUNB2 HSrEC/261/7233 :
REQUEST FUR ALLLTLUNAL INFURMAIIUN 1JANB2 -30JUNB2 H2$ LU/ 260/ 245 Eg;

L] 2

TOVAL : 136011 0 1481936 TUTAL PABES

ALL REPORTS HAVE RECEIVED BASIC REVIEW EXCEPT THE YEAR-END 1982 REPORT

CASH-ON-HAND (12/31/82) . $9,703
DEBTS it 0




® ATTACHMENT #2 . o
TELECON TO THE FILE: THE SIGNAL COMPANIES, INC. POLITICAL ACTION mmge
FROM : MARK KLEINMAN | Lt
DATE : 6-12-82

1 spoke with Raymond Butner, Assistant Treasurer, (714) 457-3555.
The caller stated that they had a system whereby the committee would pay
for administrative expenses and be subsequently reimbursed by their
connected organization. He went on to state that none of this activity
had been disclosed on their reports because they were not aware that
this activity had to be reported.

The caller was advised that all this activity had to be disclosed
and that the described activity was a violation of the Act and Regulations.

The caller stated that he would consult with their attorney and
respond accordingly.

Raymond Butner, Assistant Treasurer
(714) 457-3555
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'SCHEDULE A ® « ITEMIZED RECEIPTS rvoige o SORNEREEL

estegory of the Detsited
TNt 43 @ By Poge)
Any information cobied from such Reports or Statements May nOt be soid Or used by any Person for the Purpose of soliciting contributions or for
commercial Purposes, other then using the name snd address of sny Politicsl committes 10 solicit contributions from such committes.
! Committee (in Full)
"The Signal Companies, Inc. Political Action Commit e Conprehensive Amen
A. Full Name, MQ“NMGMMZPM N.mof&um Deate (month, Amount of Esch
Thgsgigna% Comparr}ies s ngcd day.veer) | Receipt this Period
11 N. Torrey Pines a
La Jolla, CA 92037 ?'IZ-ZY 02/10/81]$ 1,031.25
- Occupstion
Receipn For: O Primery D Geners!
X Orner aoecity): Expense Reimbursement | agorepste YesraoDew-8 1 031,25 ‘
8. Full Name, Mailing Address and 2P Code Neme of Employer Dete (month, Amount of Each
day, yeer) Receipt This Period
. D3/31/81($ 4,951.92
Occupstion
Receip For: O Primary O Geners!
¥ Omer soecity): Expense Reimbursement | Acprepste Yesrto-Dee-$ 5 083,17
C. Full Name, Mailing Address snd 23 Code Name of Emplover Dete (month, Amount of Each
r day. yesr) Receipt This Period
< n D4/30/81(|$ 4,649.96
Occupation
Receipt For: D Primary O Geners!
X Otner soecity): EXxpense Reimbursement [ Acgsregate Yesr-to-Dare-$ 10,632.63
D. Full Name, Mailing Address snd Z® Code Name of Employer Dete (month, Amount of Each
5 day, yesr) Receipt This Period
‘ x D5/12/81|$ 4,251.13
P Occupation
Receipt For: D Primary O Genera!
~} X Other 6oecity): Expense Reimbursement | Agsregate Year-to-Dete-$ 14 883,76
| E. Full Name, Mailing Address snd 2P Code Name of Employer Dete (month, Amount of Each
day, vesr) Receipt This Period
- 06/19/81|$ 1,688.59
Occupation
Receipt For: O Primary O Geners!
X Orher specity): Expense Reimbursement | Acoregets Year-to-Date-8 1 35 :
"} F. Full Name, Mailing Address snd 2P Cede Nome of Employer Date imonth, Amount of Each
; day, yeer) Receipt This Period
4 7/15/81($ 1,647.71
z Occupation
Receipt For: D Primery O Genensl
X Ower (specity): Expense Reimbursement [ agoregste Yesrto-Dere-s 18, .0
G. Full Name, Mailing Addrem snd ZIP Code Name of Employer Date (month, Amount of Each
: dsy. veer) Receipt This Period
o P8/14/81|$ 3,479.04
Occupstion
Receipt For: D Primery D Geners!
X other (specity): Expense Reimbursement [ Aggrepste Year1o-Dare-$  21,699.10
SUBTOTAL of Receipts ThisPage foptional). . . .. ... ..ointteteieccnrtncacecncnnns PRI $21g699~10
TOTAL This Period (15t Pege this ine NUMBET ORIY) . . . . . v o v veeeonesaasesoeossccasssasasssasasd
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. ATTACHMENT #3 CONTINUED

ITEMIZED RECEIPTS .-

brisugpasmeg oy e
amegory of the Detsited

oo opch

. Summery Poge)

’MMilimﬂmﬁ Reports or Statements mey not be soid or used by any peron lonhowmo'b“ehﬁmnibmbmufm
commercis! purposts, other than using the neme and sddress of any Dolitical commities to solicit contributions from such committes.

Name of Committee (in Full)

The Signal Companies, Inc. Politica

Comprehensive Amdmenﬂ

A. Full Nome, Mailing Addrem ond ZIP Cede Neme of Employer Daw (month, Amount of Esch
The Signal Companies, Inc. dev, vesr) Recsipt this Period
11255 N. Torrey Pines Road -
La Jolla, CA 92037 7_4»"? 4 09/25/81 $ 2,429.28
72 Occupetion
Receipt For: O Primery D Geners!
XOrer ipecity): ExXpense Reimbursement | Agpregste Yesr4o-Dsre—8 _§_§ 1_2_5 53
8. Full Name, Mailing Address and ZIP Code Name of Emplover Date (month, Amount of Each
: day, yeor) Receipt This Period
o 10/16/81 $ 2,791.81
Occupstion
Receipt For: D Primery D Geners! e ;
Other soecity): Expense Reimbursement | Aopregste Yesro-Der-8 26,920,119
C. Full Name, Mailing Address and 2P Code Name ot Employer Dete (month, Amount of Esch
~N dev.veer) | Receipt This Period
(Y
I " 11/12/81 $12,160.99
(=l ¢ Occupstion
~ | Receipt For: D Primary O Genera!
“'Yn  XOrer specity): Expense Reimbursement [Agprepste YesrioDere—s 35, 081,18
™~ | D. Full Name, Mailing Address end Z1P Code Name of Employer Deste (month, Amount of Each
T day, vesr) Receipt This Period
o |
i v 12/18/81 $ 736.16
LA § . Occupation -’
¢ | Receipt For: D Primary D Geners! e
s &Korner specity). EXpense Reimbursement [ agoregate Yearto-Dere-s 39 817. 84
IR 4}. Full Name, Mailing Address and Z1P Code Name of Empiovyer Date (month, Amount of Each
[~ day, vesr) Receipt This Period
(]
N
<-
:2 Occupstion
Receipt For: D Primary D Geners!
D Orher (specify): Aggregste Yesr<o-Dete—$ -
F. Full Name, Mailing Address and 2P Code Nome of Employer Date (month, Amount ot Each
day, yeer) Receipt This Period
Occupation
Receipt For: O Primary D Geners!
D Other (specity): Aggregate Yesr4o-Dete—~$
G. Full Name, Mailing Address and ZIP Code Name of Emplover Dete (month, Amount ot Esch
dey, vesr) Receipt This Period
Occupstion
Receipt For: D Primary D Geners!
O Orher (specity): Aggregste Year-to-Dete~$
SUBTOTAL of Receipts ThisPage (optionsl) . . . . . . ...t ottt i it iveneeteesocnscnecossoasacsssocns

TOTAL This Period {last page this line number only)

-------------------------------------------

.$39,817.84

- oo s nm g

i o e A



Signal PAC @ .'ATTACHMENT nw @

Federal Election Commission
Mr. John D. Gibson

June 18, 1982

Page Two

Your letter referencing our February Monthly Report (1/1/81 to
1/31/81) requests separate Schedule B listings for Federal and non-Federal
candidates/committees. We have included this in our Amended Full Year
Report.

Your letter referencing our Year End Report (12/1/81 to 12/31/81)
requests a Schedule A listing for all refunds received from candidate
contributions. Mr. Kleinman agreed that Schedule B is better suited since
these refunds are actually stop payment orders on checks issued but never
cashed. This list is also ¥rovided in'sur Amended Full Year Report.

In our discussions with Mr. nman, he indicated that he believes
| our method of accounting for adminjStrative expenses is not appropriate. We
have used our present PAC accounting g system since The Signal PAC was
formed in 1977. At that-time we wege unable to find any clear guidelines on
accounting systems. Although we a ?empted to obtain advice from FEC we
were obliged to use our 6wn best )udgement in setting up the PAC accounting
system. In doing so we gonsidered it:very important to clearly identify PAC
expenses, and therefore arranged a s§stem whereby PAC administrative
expenses were initially paid by PAC gnd subsequenty reimbursed by Signal.
We understand that, according to Seckion 114.5 of the CCH Federal Election
Campaign Financing Guide, the preferred arrangement is direct payment of
these expenses by Signal. We plan taimplement a change to this preferred
i accountmg system effetive July 1, 1382

&
o«
n
«
~
(]
an

4
2

We hope the abbve replies toBour inquiries, meet with your approval.

M- {J V

B840

David H Skinner
Treasurer

DHS/Lm
gnclosures

cc: ;Robert Snow - Corporate Section

A copy ot our report i fied with the Federsl Elscion Commeusmon and is svailaie 1or purchase from the Federal Elsction Comwnission. Washington. D.C.




@ * ATTACHMENT 45 o

FEDERAL ELECTION COMMISSION
WASHINGTON,D.C. 20463

8 September 1982

David B. Skinner, Treasurer

The Signal Companies, Inc. Political
Action committee

11255 North Torrey Pines Road

La Jolla, CA 92037

Identification Number: C00079673

Reference: Comprehensive Amendment Report (1/1/81—12/31/81)

Dear Mr. Skinner:

This letter is prompted by the Commission's preliminary
review of the report(s) referenced above. The review raised
questions concerning certain information contained in the
report(s). An itemization follows:

-Your report discloses an apparent contribution(s) from
e & corporation(s) (pertinent portion attached). You are_
: advised that a contribution from a corporation is
. prohibited by the Act, unless made from a separate
" segregated fund established by the corporation. (2

U.S.C. 441b(a)) If you have received a corporate
contribution(s), the Commission recommends that you
refund the full amount to the donor(s). The Commission
should be notified in writing if a refund is necessary.
In addition, any refund should appear on Line 26(a) of
the Detailed Summary Page of your next report.

Note: A sponsoring organization may: pay for the
administrative expenses of running .its separate
segregated fund. Such payments may not be transferred -
into the separate segregated fund, and voluntary
contributions may not be commingled with prohibited
funds. (11 C.F.R. 114.5(b))

If you £find the contribution(s) in gquestion was
disclosed incompletely or incorrectly, please amend
your original report with the clarifying information.

Although the Commission may take further legal steps
concerning the acceptance of a prohibited contribution._//)
‘. prompt action by you to refund the full amount will be
taken into consideration by the Commission.

My




-On Line 19 of the Detailed Summary Page your report
discloses $2,890 in operating expenditures. However,
Schedule B shows that amount to be $42,708. Please
amend your report to clarify the discrepancy.

-Your report disclosed certain line number totals which
have been reflected on the wrong lines of the Detailed
Summary Page. Offsets to operating expenditures should
be properly disclosed on Schedule A, supporting Line 15
of the Detailed Summary Page. Please refer to the
instructions contained on the forms to determine the
proper categorization when preparing your next filing.
(11 C.F.R. 104.3(a) and (b))

-On Line 15 of the Detailed Summary Page your report
discloses $0 in offsets to operating expenditures.
However, Schedule A shows that amount to be $39,817.

(o Please amend your report to clarify the discrepancy.

- An amendment to your original report(s) correcting the above

o problem(s) should be filed with the Federal Election Commission

By within fifteen (15) days of the date of this letter. If you need

o assistance, please feel free to contact me on our toll-free
number, (800) 424-9530. My local number is (202) 357-0026.

<

- - Sincerely,

Mtk £

Mark Kleinman
Reports Analyst
Reports Analysis Division




o ATTACHMENT #6 R
TELECON TO THE FILE: THE SIGNAL COMPANIES POLITICAL ACTION COMMITTEE .

FROM MARK KLEINMAN
DATE 9-21-82

(X )

RE: Expense reimbursements from connected organization and other matters in RFAls

1 spoke with David Skinner, Treasurer, (714) 457-3555 ext. 295.
He stated that it was the committee's position that the transfers from
their connected organization are not corporate contributions. The committee
‘ A.Lwill respond to that effect.

In addition, the treasurer will file the necessary amendments to
clarify the discrepancies between the Detailed Summary Page and the Schedules
of the Comprehensive Amendment.

The treasurer, added, with regards to the transfers from their
connected organization, that they would discontinue this practice. In
addition, Mr. Skinner stated that the committee had separate records
Ne} for the transactions between their committee and their connected organization.

However, they do not have separate bank accounts. Al1l transactions occurred
N in their PAC account, although they had separate accounting methods for the

< transfers between their PAC and their connected organization.
T ~ A response will be sent as soon as'possible.

o .

c David Skinner, Treasurer

(714) 457-3555 ext. 295




ATTACHMENT #7

Mr. Mark Kleinman

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

e —_—E

Identification Number: 000079673
Nt ———- - -
Dear Mr. Kleinman,

Confirming our telephone conversation earlier today, it is
our understanding that the Signal Companies, Inc. Political Action
Committee will have until October 7 to reply to your letter of
September 8, 1982, which we did not receive until September 14, 1982.

It is our intention to submit by October 7 amended reports
with clarifying information in response to the Commission's questions
raised in your letters of Septeder 8, 1982.

3 i'[f the :above dates are not satisfactory with the Commission
; pleasc conuct me at (714) 457-3555.

Sincerely,

l""‘/ </(03.1\ ‘f>// /

Amuum-umnmmmnnwvmmnwmm Washington D.C.
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ATTACHMENT #8

FEDERAL ELECTION COMMISSION ‘
WASHINCTON, D.C. 20463 October 1 s 1982

David H. Skinner, Treasurer
The Signal Companies, Inc.
Political Action Committee
11255 North Torrey Pines Road
La Jolla, CA 92037

Identification Number: C00079673

Reference: Comprehensive Amendment (1/1/81-12/31/81),
March Monthly (2/1/82-2/28/82) and@ July Monthly
(6/1/82-6/30/82) Reports

Dear Mr. Skinner:

On September 8, 1982 you were notified that a review of the
above-referenced report(s) raised gquestions as to specific
contributons and/or expenditures, and the reporting of certain
information required by the Federal Election Campaign Act.

The Commission is in receipt of your letter dated September
20, 1982. Please be advised that if the information regquested by
the Commission is not received within fifteen (15) days from the
date of this notice, the Commission may choose to initiate audit
or legal enforcement action.

If you should have any gquestions related to this matter,
please contact Mark Kleinman on our toll-free number (800) 424-
9530 or our local number (202) 357-0026.

Sincerely,

g at

John D. Gibson
Assistant Staff Ditecto:
Reports Analysis Division
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Mr. John D. Gibson

Federal Election Commission
Reports Analysis Division
1325 K Street, N.W.
Washington, DC 20463

Identification Number: C00079673 -
Reference: Mark Kleinman Letters of September 8, 1982
Dear Mr. Gibson, _.

This is in response to Mr. Kleinman's three letters of September 8 and
the subsequent telephone conversation which we had on September 20. As
discussed in our telephone conversation we have prepared this response in
writing with the understanding that if the Commission requires further
clarification we will be willing to visit your offices in Washington, DC. The
following is a summary of our responses:

Reference: March Monthly Report (2/1/82 - 2/28/82)

‘Response to this question was mailed on October & and provided a
detailed listing of all contributions received during the month of .
- February 82. ‘We believe that this item was included withowr ~ ™ - i =
.ongmalﬁlilg Mew,nmhnppytoprowdeywwm\m ".,“.,,

Reference: Comprehelmve Amendment Report (1/1/8] - lZI)llll)- o,
amended report for calendar year 1981 is enclosed. e

820324720356

Please be assured that there have been absolutely no contributions S
" from the Corporation to the Signal Political Action Committee. We ]
have maintained in our cash account a separate fund for L4
administrative expenses up until July 1, 1982, when an accounting R
practice change was jnitiated. Detuled accounting records were
kept to segregate the activity in the expense fund from ail other .
activity. In order to reduce administrative costs both the expense
fund and the separate contributions fund utilized the same bank
checkmg account. The enclosed Exhibit 1 indicates the existance of
. these two funds within the Political Action Committee's cash
" account. Reimbursements by the sponsoring organization were

5 - .

/
foome 'uvmlw.t
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RN 20
always for specific allowable expenses sbcady paid by the mno
Action Committee. The detall of these espenses i provided in
Schedule B, Line Number 19, attached 10 the amnended repert.
Contribution activity, which was entirely seperate from the espens
activity, is summarized in Exhibit | with detsil provided in Schedule
B, Line Numbers 21 and 27, attached 10 the anmended report. The
summation of this activity is 1ied 10 the beginning and ending balance
of the Political Action Commitiees cash fund balance, and the
appropriate enteies made on FEC Form 3X as shown by the ulema
notes in Exhibit L

A further detail of administrative expenses, and the associated
reimbursements is shown in Exhibit 1L b addition, our auditors,
Deloitte Haskins & Sells, who have audited the Political Action
Committee's records since 1978, have provided us with a confirming
letter and schedules to indicate that the payments made by Signal
Companies to the Signal Political Action Committee, which were

Questioned in Mr. Kieinman$ jetter of September 8, 1982, were for
L_—— the purpose of reimbursing previously incurred administrative
expenses (Exhidit ND.

Me

Reference: July Monthly Report (6/1/82 - 6/30/32) — An amended repors for
the first six months of 1932 is enclosed.

Your question concerning this report covers these same areas
referred to0 in the above discussion of calendar year 1981. Therefore,
we have provided the same detail for the {irst six months of 1982 in
Exhibits |, 1, I as described above.

As previously mentioned, we have revised our accounting procedures
effective July 1, 1982 t0 eliminate any administrative expense activity within
the Political Action Committee s cash account. All future reports will be
easier for you to review, and there will be no possibility of misinterpretation
concerning the payment by the sponsoring organization of administrative
expenses. .

]
™
=
D |
~N
<
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~
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“We trust that the enclosed information will clear up any cMc!
the Commission, but will be happy to discuss them further with you-either.dby
telephone or in person. ‘Please feel free to call me at (714) 457-35535.

Very truly yours, L

Y,
David H. Skinner
Treasurer

DHS/Lm
enclosures

cc: QRIEEDNEER. - w /0 attachments
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62032472042

SIGRAL POLITICAL ACTION COMMITTER
SUMMARY OP EXPENSES AND CONTRIBUTIONS
CALENDAR YEAR 1901

EXPENSE CONTRIDUTION
e ) Fumo

Bxpenses incurred in Dec. '80 ¢ 1,001.23
but not teimbursed until 1901

BALANCE JANUARY 1, 1901 $ (1,031.23) $ 16,659.17 $ 13,627.92 6é(a) Colomn ®

Receipts in 1981
Contributions from members $ 66,245.49 $ 66,245.49 11(s) Colamn ®
772.90 17 Column B

Interest Income $. 772.90 ]

Expense Reimbursements
1980 ] $ 1,03.28 ] 1,031.2% 13 Colam B

1901 . 8 30,706.39 §_ 30,706.39 15 Colsmn 8

Total 1961 Receipts $ 39,017.84 $ 67,010.47 $ 106,036.31 6é{c) Colemm B

Disbursements in 1961
Pederal Contecibutions | $ 49,4735.00 49,473.00 21 Colam §

Non-Pederal Contributions $ 2,680.00 2,600.00 27 Colums §

Expenses - 1901
Reimbursed in 1901 $ 30,706.59 30,706.%9 19 Colomm 9

Not Reimbursed until 1982 $ 3,441.79 3,001.79 19 Colamm 8
Tax on Interest Income 400.00 400.00 19 Colum 9

Totii 1901 Disbursements $ 42,220.30 32,633.00 g __94,003.% 7 Colama A

BALANCE Decesber 31, 1901 $ (3,001,790 ¢ 31,042.64 . __27,600.0% 8 (olum B

e e—

Rehsdit I ~ Rege !}
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Expenses incurred in Dec. ‘01
but not reisburesed until 1982

BALANCE JANUARY 1, 1902 6ls) Column B

Recefpts Por € Monthe 1982
Contributions from membecs 11(a) Column B
17 Columm D

Interest Income

Expense Reimbutsesents
1981 150k -
1902 LI Belamd

Total RMeceipts

Disbursements in 1982
Pederal Comtributiocas
Non-Pederal Contributions
Expenses - 1982

Reimbursed in 1982 $ 25,737.90
Tax on Interest Income

Total 1982 Disbursements $ 23,737.90

BALANCE June 30, 1982 0.00

Bxhibit 1 - Page 2




2032472044

THE SIGWAL CONPANIES POLITICAL ACTION CONMITYRE
SUSIARY OF EXPFNSRS AND

T 1981 AND ¢ MOWTHS OF 1983

EXPERSRS
' Newowr
1,001.25  ¢1,001.28

8,49 ¢ 35,0
4,951.92 ¢ 4,951.92
400.00

Tanes 89,60 =
4,250:1) $ 4,292.13

Aptil

1,642.72 $ 1,647.71
3,41.04 $ 3,479.04
’0‘”0" . 3.‘2’.2.
September 3,791.04 9 2,791.01
Debebor 12,160.99 $12,160.99

Novesber ’ :36.1 - 9 736.16
decesber 60.79
Total 1901 *‘I%f?%*f%i iR

Januery 1,214.90 9 1,214.90 1902
Pedruary 8,164,5¢ 9 5,164.5¢  Maroh 1902
March 3,031.3¢ $ 3,091. 1902
Pases $95.00 - - ot folabursed
Apel) 3,9012.87 9 3,013.07 lny 1003 _
May 1,032,360 ¢ 3,023.2 xvoxt:>{o 9,713.7
3

oar v HEHRE g e

Bxhidbie 13

June
July
Auguet

)
$
¢
$
'
May : 1,600.%9 ¢ 1,600.99
’
$
¢
$
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The Advi oor{ Coonmittee of Jenuety 22, 1982
The Signal Companies, Iunc.
Politicel Action Coumlittee

The Signal Cowpanies, 1lnc.

11255 North Torrey Pines Road

Ls Jolls, Celiforntes 92037

Dear Sivs:

We bheve exenined the finsncial statements of The Signel
Compenies, Inc. Politicael Action Cozmittee (Signel PAC) for
the year ended December 31, 1981 and have (ssued our report
thereon, which contsins & qualificstion teleting to the
scope of our examinstion, dated January 22, 1982. Except
as explaived iv the foliowlng paragraph, our exssinstion
wes made {o accordence with generslly accepted asuditiog
standerds and, accordingly, tncluded such tests of the ac-
counting records and such other suditing procedures (includ-
ing 8 reviev of the system of internsl accounting control)
as ve considered necessery {n the circumstences.

Because of the confidentislity of tbis progrem, the Commit-
tee requested that we not confirm receipts with eligible
participents of Signal PAC. Accordiogly our examination

does not extend to participants contributions prior to their
initisl recording as receipts.

As a part of our exemivation, we tested the accompanyin
"“Summary of Administretive Expenditures (Schedule 1)” oo
the ‘“Summeary of Relmbursements Received from Tne Signal
Coupsnies, Inc. (Schedule 11)* of Signsl PAC for the yesr
ended December 31, 1981. TR ae N AT

In our opinion, except for the effects of such adjustments,
{f any, that might hsve resulted had the teceipts wentioned
fn the second preceding peragraph been confirwmed, the ac-
companying schedules resent sitly the edoinistretive

-expenditures of Signal PAC and the reimbursements from The

Signsl Companies, Inc. related to those expenditures for the
year ended December 31, 1981 {o conformity with generslly
accepted accounting principles applied on & basis consistent
with that of the preceding yesr.

ki s _-‘_- A ,w“ : 3’ v;: ﬂ"&’
Tt e D Wk 1 K A el i L i~




‘ AL'COHPANlBS. INC. POLITICAL ACTION OOHHlTTll
%, SUMMARY OF ADMINISTRATIVE EXPENDITURES S
' POR TH! YlAl ENDED DECEMBER 31. 1901

" PAYEE

Michael P. Kelly o e
Y'Celt fornle Chember Services, Inc, "
Py G, Decagon : e
‘4 The Signel Companies, Inc.
Deloitte Haskine & Sells . -
: Neyenesch Printets lnc.;,}-
nl e McCacrville . Wi o
+ NABPAC b
g;gonooch Peinters lnc.g"
Celifornle Frenchige Tex lootd
Michséel P. Kelly ;
The Jefferies Al.ocl.tloo o
I i Coli fornl e Photograrhy 00.. Inc. .
: 'iiThe Jefferies Assoclation! s
iiMichael P, Kelly 8
:3Call fornis Photo;tnphy Co.. lnc.'“
J.. M Newell .
““The Slgnal Couwpanies, lnc.
{ iMichael P. Kelly
-,v‘Unltod for ‘Arlzons Confetence
' %Thc Hettz Corrotatloo '
,'fnltc McCervil 2119
.‘Ro J. Burke
i,Metgaret Orrey
Ncyonooch Ptlntcto. lnc.
‘Micheel P, Kelly
:The ‘Information Press e
s Mécgaret Orrvey . ; g
;' BIPAC - Politlicel sducctton Dlvlllon '
.. BIPAC - Educetion Division
/Chilton Company
CAPLCO Photogrephy
The Jefferles Associetion
“‘Michesel P. Kelly :
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i, COMPANIES, INC. POLITICAL ACTION COMMITTEE .
‘SUMMARY OF ADMINISTRATIVE EXPENDITURES .
FOR THE YEAR ENDED DECEMBER 31, 1981

" BIPAC - Politicel Educetion Divieton .-
;i BIPAC. - Education Divietion . e oy
0. Metgatet Otrey =) b

i3 Pederel lxgrooo Cot;orctioo-
' Neyenesch Printere . a

i Michael P. Kelly 7% o=

Mike McCerville v

tce Clescing House
¢« The Signsl Compenies, Inc.
#: Metgearet Orcey :
1 NABPAC

©EE
P st s gt

4 =t

)

= The Jefferles Asesocistion
+ SGPA logortln; Servicees, Iuc.
~Margaret Orrey
. Reader's Digest
‘Michael P. Kelly
+F.'Gs Deragon .
il Gatrett Turbine Englne Co
11! Mike McCarville ’
i The Si{ncl Compenies, Inc.:
i Micheel P, Kelly o

i
Bl

D

¥ gt oo g

.

; The Jefferies A:ooclutlon
Metgacret Ocrrey ;

- Marciott Merco Beach Resoct e

50 D s 0, Bt 8 s o g
=0t (s b b st b Gt b Y

2t T s g gt
S NN

. Netlionel Assocletion of chu(octﬁtotiffﬂf

.CAPCQO Photography
{tectly to Bank Account
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SCHEDULE 11

ANIES, INC. POLITICAL ACTION COMMI

RY ‘OF REIMBURSEMENTS RECBIVID‘IROH

Tﬁl SIGNAL COMPANIES, llc.

£G unleo
fTbc‘S‘gucl]cg:glnleo:‘

The :Signel:Companies,
The {SignaliCompanies,
The ;Signal Companies,
The . 813n51100¢ponleo.
Tbo‘SI nél Companies,
ThcvSl;nol .Compani es,

The! Slgnal Compenies,
el Companies,
.Co-panloo.,

The. SI;u
The

Polliticel
Politicel
Politicel
Politicel
Politliceal
Politicel
Policticel
Politicel
Politicel
Political
Pollticel

Actlon
Action
Action
Actlion
Actlion
Actlon
Action
Action
Action

Action’

Actlon

'Co-nltteé'

Commi ttee’ Q‘
Commi ttee '
Comnl ttee:

.fh slgnal 00|panlo-. Inc. on 1122181 for 1980 °
; 3

ik s 1

!,
mhw’z xn D1

..—..,.-.",, ‘-'-. , »

18 vwnff




CHECK
DATE

1/05/82
1/19/82
1/19/82
1/19/82
2/01/82
2/09/82
2/09/82
2/09/82
2/25/82
3/04/82
3/09/82
3/09/82
3/09/82
3/09/82
3/11/82
3/11/82
3/11/82
3/24/82
4/07/82
4/07/82
4/09/82
4/19/82
5/03/82
5/19/82
5/19/82
6/02/82
6/09/82
6/09/82
6/09/82

©203 247203

THE SICHAL COMPANIES, INC. POLITICAL ACTION COMMITTER

CHECX

mam
88l
884
885
887

891
897
898
900
919
927
928
929
934
933
938
939
940
948
955
956
95?7
962
978
982
983
1014
1018
1019
1020

SUMMARY OF ADMINISTRATIVE EXPENDITURES
FOR THE SIX MONTNS ENDED JUME 30, 1982

pAYRS annr
Micbheel P. Kelly ‘ $ 87.68
BIPAC ' . $00.00
NABPAC 400.00
nnrgcrct Orrey 337.32
The Signel Co-poo!oﬂ. Isc. 2,803.16
oololtto Heskine & Selle 1,000.00
McCarville Publicaetions 600.00
Michasel P. Kell 473.40
Whitmore Photo Works 224.00
The Signal Companies, Inc. 509.02
Matgaret Orrey 712.10
Michael P. x.u{ 81.61
Enterprise Americs 298.00
CAPCO 'bot ! 4 379.48
Ametican Socl ! lof Mechenicel Eagiseers 195.00
Csliforote !rcacbioc Tex Boetd z”b"
IRS 0.00
The Jefferlies Associatiocn 1,656.13
Michael P. Kelly 454.28
The Jefferies Associetion 1,547.96
Mergaret Orrey 182.50
Garrett Turbine Engine Co. 1,728.15
Micheel P. Kelly 122,13
McCarville Publicstione . 600.00
White House Weekly 293.00
Business Induetry !olltlccl Action Committee 750.00
person Business Forms, Inc. 447.85
Michael P. Kelly 1,697.52
The Signel Co-pnoioo. lec. 7,696.33

Bank Charge Deblited Directly to Bank Account

ToTAL $26,012,%




CHECK
DATE _

1/14/82
2/16/82
3/09/82
4/27/82
5/18/82
6/17/82
7/06/82
7/15/82

CHECK

NUMBER

052075
052576
052932
053784
054151
054654
054867
055117

vw2035247208542

SCHEDULE 11
E———

THE SIGNAL COMPANIES, INC. POLITICAL ACTION cmurru
SUMMARY OF REIMBURSEMENTS RECEIVED FROM

THE SICHNAL COMPANIES, INC.
FOR THE SIX MONTHS ENDED JUNE 30, 1982 —

The
The
The
The
The
The
The
The

Signal Compeanies,
Signal Coapanies,
Signal Companies,
Signel Companies,
Signal Compenies,
Slgnal Compenies,
Signal Companies,
Signal Compenies,

PAYEE

Inc. Political Action Committee
Inc. Politicel Action Committee
Inc. Politicel Action Committee
Inc. Politicel Actlon Committee
Inc. Politicel Action Committee
Inc. Political Action Commicttee
Inc. Politicel Action Commicttee
Inc. Politicel Action Committes

TOTAL REIMBURSEMENTS RECEIVED FOR THE SIX MONTHS ENDED JUNE 30, 1982
Less: Reimbursement from The Signsl Companies, Inc. oo 1/14/82’ for 1981

expenses

Add: Tex on interest {ncome paid by The Signel Compenies, Inc. Politicel

Action Comumittee

TOTAL ADMINISTRATIVE EXPENDITURES FOR THE SIX MOWTHS ENDED JUME 30, 1982

29,179.69

(3,461.79)
—223:00
[0,




ATTACHMENT #10
' 3 pages
FEDERAL ELECTION COMMISSION

WASHINCTON. D.C. 20463
RQ-2

December 29, 1982

David B. Skinner, Treasurer
The Signal Companies, Inc.

Political Action Committee
11255 North Torrey Pines RA.
La Jolla, CA 92037

Identification Number: C00079673
Reference: Comprehensive Amendment” Report (1/1/82-6/30/82)
Dear Mr. Skinner:

This letter is prompted by the Commission's preliminary
review of the report(s) referenced above. The review raised
questions concerning certain information contained in the
report(s). An itemization follows:

-Your report discloses an apparent contribution(s) from
a corporation(s) (pertinent portion attached). You are
advised that a contribution from a corporation is
prohibited by the Act, unless made from a separate
segregated fund established by the corporation. (2
U.5.C. 441b(a)) If you have received a corporate
contribution(s), the Commission recommends that you
refund the full amount to the donor(s). The Commission
should be notified in writing if a refund is necessary.
In addition, any refund should appear on Line 26(a) of
the Detailed Summary Page of your next report.

Note: A sponsoring organization may .pay for the .
administrative expenses of running its separate

r.i. segregated fund. Such payments may not :be transferred:

into +the separate segregated fund, and voluntary
contributions may not be commingled with prohibited
funds. (11 CFR 114.5(b))

'If you . £ind the contribution(s) in question was
disclosed incompletely or incorrectly, please amend
your original report with the clarifying information.

Although the Commission may take further legal steps
concerning the acceptance of a prohibited contribution,
prompt action by you to refund the full amount will be
taken into consideration by the Commission.




CEAPRT A

ATTACHMENT #10 CONTINUED

An amendment to your original report(s) correcting ‘the above
problem(s) should be filed with the Federal Election Commission
within fifteen (15) days of the date of this letter. If you need
assistance, please feel free to contact me on our toll-free
number, (800) 424-9530. My local number is (202) 357-0026.

Sincerely,

Mark Kleinman
= -Reports Analyst '
, ‘ Reports Analysis Division

6

~e
nR




SCHEDULE A @ * ITEMIZED RECEIPT: L o AT s
ATTACHMENT #10 CONTI A by oy

Any information copied from such Reports or Stsements May not be 50id or weed by any Person for the purpose of soliciting contributions or for
commercial Purposes, Other then using the neme snd address of any political commirtes 10 solicit contributions from such committes.
Name of Committes lin Full)
The Signal Companies Inc. Political Action Committee
A. Full Neme, Mailling Addeoss snd 2P Code Neme of Employer Dawe (month, Amount of Each
The Signal Companies, Inc. day, yesr) Roceipt this Period
11255 North Torrey Pines Road 1/14/82 | $3,442.79

La Jolla, CA 92037
F-13-22 o0

Receipt For: O Primery D Geners!
D Orther (specity): Aggregete Yesrto-Dete—§ 2

8. Full Name, Mailing Address end ZIP Code Name of Employer Dete (momh, Amount of Each
Same as above day, yeer) Receipt This Period

2/26/82 | $1,214.90

Occupstion

Receipt For: O Primery D Genens!
D Orher (specify): Aggregate Yesr-t10-Detre—$

C. Full Name, Mailing Address and ZIP Code Name of Employer Oete (month, Amount of Esch
Same as above dey, vesr) Receipt This Period

3/5/82 $5,164.56

Occupation

Receipt For: O Primary O Geners!
O Orher (specify): Aggregate Yesr-10-Dete—$

D. Full Name, Mailing Addres and 2P Code Name of Emplover Dete (month, Amount of Each
Same as above day, vesr) Receimt This Period

4/27/82 | $3,831.36

Recsipt For: D Primery O Geners!
O Other (specify):
E. Full Name, Mailing Address and 2P Code Dete (month, Amount of Each
day, yesr) Receipt This Period
Same as above

5/18/82 | $3,912.87

Occupation

Receipr For: O Primary O Genensl
C Orther (specity): Aggregate Yesr-to-Dete—$
F. Full Neme, Mailing Address and ZIP Code Name of Employer _| Dete (month, Amount of Esch
b ) Receipt This Period
Same as above ek o

6/17/82 | $8,713.70

Occupstion

Aggregste Yesr-to-Dete—-$
Naome of Empioyer Dete {(month, Amount of Esch
day, yeer) Receipt This Period

6/30/82 |$2,900.51

Occupetion

.{ Receipt For: O Primary O Genera!
O Other ispecify): Aggregate Year-t0-Dete—$

SUBTOTAL of Receipts This Page (optionet)

TOTAL This Period (last pege this line number only) $29,179.69




11200N Toroy Pnes Ao
aJdetis, CA 02097
(714) 487-3000

ATTACHMENT #11

Mr. Mark Kieinman

Federal Election Commission
Reports Analysis Division
1325 K Street, N.W.
Washington, DC 20463

Identification Number: C00079673

Reference: Comprehensive Amendment Report (1/1/82 - 6/30/82)
Dear Mr. Kieinman,

We recently received your letter of December 29, 1932 referencing
the above report, and are anxious to clarify any questions you may have.

The point raised in your most recent letter appears to be the same as .
in your earlier letter dated September 8, 1982. Our reply to that letter was .
mailed Octodber 14, 1982 to Mr. John D. Gibson of your office. In our October -
16 response we explained our accounting system and provided complete detail !
for all expenses and reimbursements for the full year 1931 as well as the
period 1/1/82 - 6/30/82. We also verified in that response that there were no
corporate contributions to the Signal PAC in either the 1/1/81 - 12/31/81 or
IIII82 6/30/82 reporting periods.

Ase:ﬂumdhwwmmwﬂumnmmdu .
accounting system as of July 1, 1982 to eliminate any confusion on this point !
in reports submitted after that date.

11 it would be of assistance to you to further explain the 1981 or first
half 1982 reports, either by telephone or by a visit to your office, we will be
happy to do so. '

-':Sincenly. !

Tt €
‘ tbavidﬂ.ilm\'m
Treasurer




FEDERAL ELECTION COMMISSION
‘ ; WASHINGTON,D.C. 20463

16 February 1983

CHARLES N. STEELE
GENERAL COUNSEL

B. ALLEN CLUTTER

STAFF DIRECTOR

JOHN D. GIBSON

ASSISTANT STAFF| pPIRECTOR, RAD

REFERRAL OF THE SIGNAL COMPANIES, INC.
POLITICAL ACTION COMMITTEE

This is a referral of the Signal Companies, Inc., Political
Action Committee ("Signal PAC"). Signal PAC appears to have com-
mingled treasury and voluntary funds and failed to refund trea-
sury funds, which according to the Review and Referral Procedures
(Chart $#22), requires further examination by your office.

Originally, Signal PAC had been referred for possible audit
under 2 U.S.C. 438 (b); however, on November 30, 1982, the Commis-
sion voted not to conduct an audit, but to the refer the matter
to the Office of General Counsel.

If you have any questions, please call Mark Kleinman at
357-0026.

Attachment

cce: Commissioners
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REPORTS ANALYSIS REFERRAL
TO
OFFICE OF GENERAL COUNSEL

DATE: 16 February 1983

ANALYST: Mark Kleinman

COMMITTEE: The Signal Companies, Inc.
Political Action Committee (C00079673)
David H. Skinner, Treasurer
11255 North Torrey Pines Road
La Jolla, CA 92037

RELEVANT STATUTE: 2 U.S.C. 441b(a); 11 CFR 114.5(b)

BACKGROUND:
Commingling Treasury and Voluntary Funds

On June 12, 1982, the assistant treasurer for the Signal
Companies, Inc., Political Action Committee (“"Signal PAC") called
in response to an Informational Notice sent on May 12, 1982,
Several reports had been questioned for failure to disclose oper-
ating expenditures on the appropriate expenditure schedule(s).
The caller stated that they had a system whereby Signal PAC would
pay for administrative expenses and be subsequently reimbursed by
their connected organization. He went on to state that none of
this activity had been disclosed on their reports because they
were not aware that this activity had to be reported. The caller
was advised that all this activity had to be disclosed and that
the described activity was a violation of the Act and Regulations
(Attachment $2).

On June 18, 1982, Signal PAC filed a 1981 Comprehensive
Amendment disclosing a total of $39,817.84 in “"expense reimburse-
ments® from the incorporated connected organization, which were re-
ceived from February 10 to December 18, 1981 (Attachment #$3).
The treasurer indicated in a cover letter that this method of ac-
counting for administrative expenses had been used since Signal
PAC was formed in 1977. 1In the future, he stated, the connected
organization would pay for all operating expenditures directly;
thus, discontinuing their current system of the PAC paying for
administrative expenses and being reimbursed by their connected
organization (Attachment $#4).




8ignal Companies, Inc., PAC
Page 2

A Request For Additional Information was sent on September
8, 1982, questioning the receipt of prohibited funds (Attachment
$#5).

On September 21, 1982, the treasurer called and stated the
committee's position that the monies received from their connect-
ed organization were not corporate contributions (Attachment $6).
On September 24, 1982, a letter was received from the committee
indicating that a response would be submitted within two weeks
(Attachment #7).

A Second Letter was sent on October 1, 1982, acknowledging
the letter received September 24, 1982, and indicating that a re-
sponse was still required (Attachment #8). On October 15, 1982,
Signal PAC responded by providing documentation from their ac-
counting firm, which indicated that reimbursements by the con-
nected organization were always for specific administrative ex-
penses incurred by the PAC. The response also noted that until
the practice was discontinued (i.e., July 1, 1982), the PAC ac-
count contained two funds: an expense fund and a contribution
fund. "In order to reduce administrative costs, both the expense
fund and the separate contributions fund utilized the same bank
checking account”™ (Attachment #9).

The 1982 Comprehensive Amendment covering January 1, 1982
through June 30, 1982, filed December 27, 1982, disclosed a total
of $29,179.69 received from the incorporated connected organiza-
tion during a period from January 14 to June 30, 1982. A Request
For Additional Information was sent on December 29, 1982 (Attach-
ment #10). On January 11, 1983, Signal PAC responded by reiter-

ating its position that no corporate contributions were made
(Attachment $11). */

Signal PAC has not refunded any of the "expense reimburse-
ments” from the connected organization.

IV. OTHER PENDING ACTIONS INITIATED BY RAD:

There are no outstanding RFAIs or other matters receiving
referral at this time.

®/ No Second Letter was sent since it appeared that Signal PAC
would not take any corrective action.
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nAKUH MUNIHLY - ANLENLNLEN) 1FERB2 ~28FERHL 29 B2rEL/245/7407Y9
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AFKLIL MUNIHLY -~ AMENLNMENI = < 1MARBZ ~31NAKRBYZ 82rtL/24//7421Y
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MAY MUNIHLY AMENLIMEN | - = 1APRE2 -3VAFRHZ BLHEC/ 24774240
JUNE MUNIHLY 49992 /79999 L1MAYE2 -S1MAYHL B2FEL/233/8785
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JULY MUNIMLY ~ ARENUDNRENI - = 1JUNB2 -30JUNB2 72 Q2FEC/247/2102
JULY MUNIHLY - AMENDMENI = = 1JUNB2 -30JUNB2 B2FEC/7247/742126
JULY MUNIHLY ~ AMENLMEN) - - LJANH2 -30JUNBZ H2FEC/260/1651
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UC IUBEN MUNIHLY 49642 69150 18EPHE2 -30SEFPH2 S7 B2¢EC/250/2471
HRE-GENEKRAL 19296 Yr8u0 1oLig2 -1400182 B2FEC/253/718YY
FOYS f -BENERAL brhud 39100 140U 182 ~22N0V82 2 B2FELC/25%5/754846
TEAK-END Br0ODS L9890 23NUVEB2 ~31pELY2 B3rEC/263/3370
CUMPKEHENS LUE AMENY ~ AMENLMEN) - - 1JANBZ -30JUNB2 8IrEC/ 261723539 4
KEWUES) FUK ALUL I SUNAL INFUKMAILLUN 1JANB2 -30JUNB2 B2F£C/260/2420
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ALL REPORTS HAVE RECEIVED BASIC REVIEW EXCEPT THE YEAR-END 1982 REPORT

CASH-ON-HAND (12/31/82) $9,703
DEBTS 0




® ATTACHMENT #2 @

TELECON TO THE FILE: THE SIGNAL COMPANIES, INC. POLITICAL ACTION COMMITTEE
FROM : MARK KLEINMAN
DATE ¢ 6-12-82

RE: Expense reimbursements from connected organization

I spoke with Raymond Butner, Assistant Treasurer, (714) 457-3555.
The caller stated that they had a system whereby the committee would pay
for administrative expenses and be subsequently reimbursed by their
connected organization. He went on to state that none of this activity
had been disclosed on their reports because they were not aware that
this activity had to be reported.

The caller was advised that all this activity had to be disclosed
and that the described activity was a violation of the Act and Regulations.

The caller stated that he would consult with their attorney and
respond accordingly.

Raymond Butner, Assistant Treasurer
(714) 457-3555




'SCHEDULE A

ITEMIZED RECE!PT‘
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LINE UM

(Use separew scheduie(s) for sach

T R e T e o

f the Detsi
ATTACHMENT #3 ey P
Any information copied from such Reports or Statements may not be sold or used by any Person for the purpose of soliciting contributions or for
commarcial purposes, other than using the name snd sddress of any politics! committes to solicit contributions from such committee.
¢ Committee (in Full) 9
"The Signal Companies, Inc. Political Action Comm:l‘tt:gge Comprehensive Amenw
A. Pull Neme, Mailing Address and ZIP Code Neme of Empioyer Deate (month, Amount of Each
m55§i§na'}' COmpagies A l{nc& day. yeer) Recsipt this Period
11 . Torre nes Roa
La Jolla, CA 92037 2.12-2¢ p2/10/81|$ 1,031.25
S o A
Receipt For: D Primery D Genera!
X Orher boecity): Expense Reimbursement [ agprepete YesrtoDew-$ 1 .031.25
8. Full Neme, Mailing Address and ZIP Code Neme of Employer Dete (month, Amount of Each
day, yesr) Receipt This Period
' 03/31/81|$ 4,951.92
Occupstion
Receipt For: D Primary D Geners!
% Other ipecify): Expense Reimbursement | Acgrepste Yesr-to-Date-$ 5,983,177
C. Fult Neme, Mailing Address and ZIP Code Name of Employer Dste (month, Amount of Each
o day, year) Receipt This Period
~N k. 04/30/81|$ 4,649.96
o Occupation
¥ Receipt For: D Primary D Genera!
-1 X Omer tecity): Expense Reimbursement [Agsregate YesrtoDere—$ 10,632.63
R D. Fuli Name, Mailing Address and ZIP Code Name of Employer Dete (month, Amount of Each
p? day, vesr) Receipt This Period
1 x 5/12/81|$ 4,251.13
~ Occupation
Receipt For: O Primary O General
X Orther specify): Expense Reimbursement | Agoregate Yesr-to-Dste-S 14 ,883,76
E. Full Name, Mailing Address and ZIP Code Name of Emplover Deate (month, Amount of Each
day, vesr) Receipt This Period
&l 06/19/81|$ 1,688.59
Occupation
Receipt For: D Primary D Geners!
X Other ispecify): Expense Reimbursement | Aspregste YeartoDate-$ 16,572, 35
F. Full Name, Mailing Address and ZIP Code Name of Employer Date (month, Amount of Each
day, vesr) Receipt This Period
o 07/15/81|$ 1,647.71
Occupation
Receipt For: O Primary O Genensl e
X Otner specity): Expense Reimbursement [Taggregste Yearto-Dere-s 18,220.06
G. Full Name, Mailing Address and ZIP Code Name of Employer Date (month, Amount of Each
day, veer) Receipt This Period
12 p8/14/81|$ 3,479.04
Occupstion
Receipt For: D Primary D Genera!
X Other soecity): Expense Reimbursement [ Aggregate Yearto-Date—$ 21,693 .10
SUBTOTAL of Receiots This Page (0Ptional) . . . . . . . vttt ottt e vt oensssaescsssasecossocsannosens $2 1 ) 699.10
TOTAL This Period (last page thisline number onty) . . . . . . ... v e vt oeeseeocasstsaseanosassssssasss




- gBHEDULE A

. ATTACHMENT #3 CONTINUED

ITEMIZED RECEIPTS

R _
(Use ssperate schadulefs) for each
ostegory of the Detaited
Summery Page)

Any information copied from such Reports or Statements may not be sold or used by any Person for the purpose of soliciting contributions or for
commaercis! Purposes, other than using the name and address of any politicel committes to solicit contributions from such committes.

Name of Committee (in Full)
The Signal Companies, Inc. Polw gRTIEAIve dnent
A. Full Name, Mailing Address and ZIP Code Neme of Employer Date (month, Amount of Each
The Signal Companies, Inc. dey, vesr) Receipt this Period
11255 N. Torrey Pines Road
La Jolla, CA 92037 7_,- ,¢ 09/25/8Y § 2,429.28
s Occupetion
Receipt For: O Primery O Geners!
XOther boecity): Expense Reimbursement | Ageregsre Yearao-Dere-8 24 17
8. Pull Neme, Mailing Address and ZIP Code Name of Emplover Date (month, Amount of Each
dey. veer) Receipt This Period
e 10/16/81 § 2,791.81
Occupation
Receipt For: D Primary O Geners!
XOter specity): Expense Reimbursement | Acgresste Yesr-to-Dete-8  26,920,19
C. Full Name, Mailing Address and ZIP Code Name of Employer Dete (month, Amount of Each
d day, yeer) Recsipt This Period
" 11/12/81’ $12,160.99
. Occupation
Receipt For: O Primary O Geners!
XOther soecity): EXpense Reimbursement [Aggregste YesrtoDee—§ 39 081,18
D. Full Name, Mailing Address snd ZIP Code Name of Employer Dere (month, Amount of Each
‘ day, yesr) Receipt This Period
A L 12/18/8L § 736.16
g Occupation :
Receipt For: O Primary O General
'  Xorer specity): Expense Reimbursement | Aggregste Yearto-Dete-s 39 . 817.84
h" Full Name, Mailing Address and ZIP Code Name of Employer Date (month, Amount of Each
dr‘ day, vesr) Receipt This Period
r Occupation
Receipt For: O Primary O Geners!
D Other (specify): Aggregate Yesr-to-Dete—$
F. Full Name, Mailing Address and 2P Code Name of Emplover Date (month, Amount of Esch
day, yesr) Receipt This Period
Occupstion
Receipt For: O Primary D Genera!
O Other (specify): Aggregate Yasr-to-Date—$
G. Full Name, Mailing Address and ZIP Code Name of Employer Dete (month, Amount of Each
day, vesr) Receipt This Period
Occupstion
Receipt For: D Primary D Genera!
O Other (specify): Aggregate Year-to-Date—~$
SUBTOTAL of Receipts This Page (0ptional). . . . . . ¢ ittt vttt e oeesooosossosoosssosssacsacnsosssess
TOTAL This Period (last page thisline numberonly) . . . . . .ttt ittt eeeorsossosonsassoosassssessss $39 ) 817.84

e e g




Signal PAC @ ATTACHMENT #4 ®

Federal Election Commission
Mr. John D. Gibson

June 18, 1982

Page Two

Your letter referencing our February Monthly Report (1/1/81 to
1/31/81) requests separate Schedule B listings for Federal and non-Federal
candidates/committees. We have included this in our Amended Full Year
Report.

Your letter referencing our Year End Report (12/1/81 to 12/31/81)
requests a Schedule A listing for all refunds received from candidate
contributions. Mr. Kleinman agreed that Schedule B is better suited since
these refunds are actually stop payment orders on checks issued but never
cashed. This list is also $rovided in'ar Amended Full Year Report.

In our discussions with Mr. hman, he indicated that he believes
our method of accounting for admingstrative expenses is not appropriate. We
have used our present PAC accounting system since The Signal PAC was
formed in 1977. At that-time we wedge unable to find any clear guidelines on
accounting systems. Although we a§tempted to obtain advice from FEC we

were obliged to use our éwn best judgement in setting up the PAC accounting
H system. In doing so we gonsidered itivery important to clearly identify PAC

expenses, and therefore arranged a spstem whereby PAC administrative
expenses were initially paid by PAC and subsequenty reimbursed by Signal.
We understand that, according to Sexon 114.5 of the CCH Federal Election
Campaign Financing Guide, the prefe#red arrangement is direct payment of
these expenses by Signal. We plan taimplement a change to this preferred
accounting system effeétive July 1, 1982,

i

Sl

8408032443%41%

i o, t .
We hope the abbve replies to 'gour inquiries, meet with your approval.

M¢- N g Y

David H Skinner
Treasurer

DHS/Lm
enclosures

cc: Robert Snow - Corporate Section

A copy of our report if filed with the Federal Elecbon Commasion and s avasiable for purchase from the Federal Election Commisson, Washington, D.C.
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ATTACHMENT #5 Bols

FEDERAL ELECTION COMMISSION
WASHINGTON.D.C. 20463

8 September 1982

David H. Skinner, Treasurer

The Signal Companies, Inc. Political
Action committee

11255 North Torrey Pines Road

La Jolla, CA 92037

Identification Number: C00079673
Reference: Comprehensive Amendment Report (1/1/81-12/31/81)

Dear Mr. Skinner:

b This letter is prompted by the Commission's preliminary
s~ review of the report(s) referenced above. The review raised
questions concerning certain information contained in the
e report(s). An itemization follows:
ON -Your report discloses an apparent contribution(s) from
<r a corporation(s) (pertinent portion attached). You are
r advised that a contribution from a corporation is |
< prohibited by the Act, unless made from a separate
segregated fund established by the corporation. (2
o U.S.C. 441lb(a)) If you have received a corporate
s contribution(s), the Commission recommends that you
T refund the full amount to the donor(s). The Commission
o should be notified in writing if a refund is necessary.
In addition, any refund should appear on Line 26(a) of
< the Detailed Summary Page of your next report.
o0

Note: A sponsoring organization may pay for the
administrative expenses of running its separate
segregated fund. Such payments may not be transferred
into the separate segregated fund, and voluntary
contributions may not be commingled with prohibited
funds. (11 C.F.R. 114.5(b))

If you find the contribution(s) in question was
disclosed incompletely or incorrectly, please amend
your original report with the clarifying information.

Although the Commission may take further legal steps
concerning the acceptance of a prohibited contribution,’//)
prompt action by you to refund the full amount will be
taken into consideration by the Commission.

My




=On Line 19 of the Detailed Summary Page your report
discloses $2,890 in operating expenditures. However,
Schedule B shows that amount to be $42,708. Please
amend your report to clarify the discrepancy.

-Your report disclosed certain line number totals which
have been reflected on the wrong lines of the Detailed
Summary Page. Offsets to operating expenditures should
be properly disclosed on Schedule A, supporting Line 15
of the Detailed Summary Page. Please refer to the
instructions contained on the forms to determine the
proper categorization when preparing your next filing.
(11 C.F.R. 104.3(a) and (b))

-On Line 15 of the Detailed Summary Page your report
discloses $0 in offsets to operating expenditures.
However, Schedule A shows that amount to be $39,817.
Please amend your report to clarify the discrepancy.

An amendment to your original report(s) correcting the above
problem(s) should be filed with the Federal Election Commission
within fifteen (15) days of the date of this letter. If you need
assistance, please feel free to contact me on our toll-free
number, (800) 424-9530. My local number is (202) 357-0026.

Sincerely,

%‘ A 8nuca.

Mark Kleinman
Reports Analyst
Reports Analysis Division

(v
~
0
~N
<r
T
o
(e}
<
(- o}




@ atTachMenT 46 @

TELECON TO THE FILE: THE SIGNAL COMPANIES POLITICAL ACTION COMMITTEE
FROM ¢ MARK KLEINMAN
DATE : 9-21-82

RE: Expense reimbursements from connected organization and other matters in RFAIs

1 spoke with David Skinner, Treasurer, (714) 457-3555 ext. 295.
He stated that it was the conmittee's position that the transfers from
their connected organization are not corporate contributions. The committee
ﬁu&"iI‘ respond to that effect.

In addition, the treasurer will file the necessary amendments to
clarify the discrepancies between the Detailed Summary Page and the Schedules
of the Comprehensive Amendment.

t
)

The treasurer, added, with regards to the transfers from their
connected organization, that they would discontinue this practice. In
addition, Mr. Skinner stated that the committee had separate records

I

R for the transactions between their committee and their connected organization.

o~ However, they do not have separate bank accounts. A1l transactions occurred
in their PAC account, although they had separate accounting methods for the

<r A.‘fransfers between their PAC and their connected organization.

T A response will be sent as soon as'possible.

(@ e

(e} David Skinner, Treasurer

< (714) 457-3555 ext. 295




ATTACHMENT #7

September 20, 1982

Mr. Mark Kleinman

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

g ey g T~ -

s g
Identification Number: C00079673 ™
\m‘-—m-‘

Dear Mr. Kleinman,

Confirming our telephone conversation earlier today, it is
our understanding that the Signal Companies, Inc. Political Action
Committee will have until October 7 to reply to your letter of
September 8, 1982, which we did not receive until September 14, 1982.

It is our intention to submit by October 7 amended reports
with clarifying information in response to the Commission's questions
raised in your letters of September 8, 1982.

If the above dates are not satisfactory with the Commission
please contact me at (714) 457-3555.

Sincerely,
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ATTACHMENT #8
FEDERAL ELECTION COMMISSION

WASHINGTON, D.C. 20463 October 1, 1982

David H. Skinner, Treasurer
The Signal Companies, Inc.
Political Action Committee
11255 North Torrey Pines Road
La Jolla, CA 92037

Identification Number: C00079673

Reference: Comprehensive Amendment (1/1/81-12/31/81),
March Monthly (2/1/82-2/28/82) and July Monthly
(6/1/82-6/30/82) Reports

Dear Mr. Skinner:

On September 8, 1982 you were notified that a review of the
above-referenced report(s) raised questions as to specific
contributons and/or expenditures, and the reporting of certain
information required by the Federal Election Campaign Act.

The Commission is in receipt of your letter dated September
20, 1982. Please be advised that if the information requested by
the Commission is not received within fifteen (15) days from the
date of this notice, the Commission may choose to initiate audit
or legal enforcement action.

If you should have any questions related to this matter,
please contact Mark Kleinman on our toll-free number (800) 424-
9530 or our local number (202) 357-0026.

Sincerely,

/7

John D, Gibson
Assistant Staff Director
Reports Analysis Division
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Mr. John D. Gibson

Federa) Election Commission
Reports Analysis Division
1325 K Street, N.W.
Washington, DC 20463

Identification Number: C00079673
Reference: Mark Kieinman Letters of September 8, 1982
Dear Mr. Gibson, ..

-
¢,
[ S

This is in response to Mr. Kieinman's three letters of September 8 and
the subsequent telephone conversation which we had on September 20. As
discussed in our telephone conversation we have prepared this response in
writing with the understanding that if the Commission requires further
clarification we will be willing to visit your offices in Washington, DC. The
following is a summary of our responses:

Reference: March Monthly Report (2/1/82 - 2/28/82)

Response to this question was mailed on October & and provided a
detailed listing of all contributions received during the month of
February '82. We believe that this item was included with our
original filing, however, we are happy to provide you with an
additional copy.

620324720358

DE
o~ f
<
<1
of
R
of
<}
ol

Reference: Comprehensive Amendment Report (1/1/81 - 12/31/81) -- An

amended report for calendar year 1981 is enclosed.
Please be assured that there have been absolutely no contributions
from the Corporation to the Signal Political Action Committee. We
have maintained in our cash account a separate fund for
administrative expenses up until July 1, 1982, when an accounting
practice change was initiated. Detailed accounting records were
kept to segregate the activity in the expense fund from all other
activity. In order to reduce administrative costs both the expense
fund and the separate contributions fund utilized the same bank
checking account. The enclosed Exhibit 1 indicates the existance of
\ these two funds within the Political Action Committee's cash

™ account. Reimbursements by the sponsoring organization were
e
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always for specitic allowable expenses akrecady pawd by the Politiral
r" Action Coinmittee. The detall of these expenses is provided i

Schedule B8, Line Number 19, attached 10 the arnended report.
Contribution activity, which was entirely seperote from the eapenee
activity, is summarized in Exhibit | with detail provided in Scheduls
8, Line Numbers 2] and 27, attached to the amended report. The
summation of this activity is tied to the deginning and ending balance
of the Political Action Committee s cash fund balance, and the
appropriate entries made on FEC Form 3IX as shown by the refereice
notes in Exhidit L

A further detail of administrative expenses, and the associated
reimbursements is shown in Exhibit IL b addition, our auditors,
Deloitte Haskins & Sells, who have audited the Political Action
Committee records since 1978, have provided us with a confirming
Jetter and schedules to indicate that the payments made by Signal
Companies to the Signal Political Action Committee, which were

62032472036

questioned in Mr. Kieinman$ letter of September 8, 1982, were for
L'— the purpose of reimbursing previously incurred administrative
M. SrPenses (Exhidit 1D.

Reference: July Monthly Report (6/1/82 - 6/30/32) —- An amended report for
the first six months of 1982 is enclosed.

Your question concerning this report covers these same areas
referred to in the above discussion of calendar year 1981. Therefore,
we have provided the same detail for the first six months of 1982 in
Exhibits I, I, Il as described above.

As previously mentioned, we have revised our accounting procedures
effective July 1, 1982 to eliminate any administrative expense activity within
the Political Action Committee$ cash account. All future reports will be
easier for you to review, and there will be no possibility of misinterpretation
concerning the payment by the sponsoring organization of administrative
expenses.

Ve trust that the enclosed information will clear up any concerns of
the Commission, but will be happy to discuss them further with you either by
telephone or in person. Please feel free to call me at (714) 457-3555.

Very truly yours,

s i ‘;, ‘.

¥ 5 e .

5. - —— /. -
David H. Sinner
Treasurer

DHS/Lm
enc losures

cc: @ESXTNmm. - W /o attachments
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Expenses incurred in Dec. '80
but not reimbursed until 1961

BALANCE JANUARY 1, 1981

Receipts in 1981
Contributions from members
Interest Income
Expense Reimbursesents

1980
1981

Total 1981 Receipts

Disbursements in 1981
Pederal Contributions
Non-Pederal Contributions
Expenses - 1981
Reimbursed in 1901
Not Reimbursed until 1982
Tax on Interest Income

Total 1981 Disbursements

BALANCE December 31, 1981

$ 1,031.2% $ s

$ (1,031.25) $ 16,639.17 $ 15,627.92
$ 66,245.49 $ 66,245.49
$. 772.90 $ 772.99
$ 1,001.25 $ 1,031.28
$ 38,786.39 30,706.99
$ 39,017.84 $ 67,018.47 $ 106,836.31
$ 49,475.00 $ 49,475.00
$ 2,600.00 $ 2,680.00
$ 39,786.59 $ 30,706.%9
$ 3,401.79 $ 3, a01.79
] 400.00 $ 480,00
$ 42,228.38 $ S52,635.00 g 94,003.9
$  (3,001.79) ! 31!003.60 27,600,083

Exhabait I - Pege !

6(a) Columm B

11(a) Column ®
17 Column B

13 Colam 3
1S Csl=m B

6é(c) Colum B

21 Columm ®
27 Columm B

19 Colamm B
19 Col=mm B
19 Colam B

? Colamm A

8 ol B
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Pebruary

Mar
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May
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11

June

Total 19002
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820324972044

THE SIGNAL COMPANIES FOLITICAL ACTION CONMITTES

SUGIARY OF EXPENSES AND
1961 AND 6 NOWTHS OF 1982

AounT
1,031.2%

$5.43
4,951.92
4,594.53
480.00
4,251.13
1,600.59
1,647.71
3,879.04
3,429.28
2,791.01
$ 12,160.99
{ ] 736.16

§ 3,401.79
¢ 42,708.38

1,214.90
8,164.56¢
3,631,336
335.00
3,912.87
1,022.29

Hulid

ISDGURSINNT
NOOWT N

$ 1,031.2% Pebeuary

s $5.43
$ 4,951.92 Narch
$ 4,394.93

8 4,291.13
$ 1,688.99
$1,647.71
$ 3,879.04
$ 2,029.20
¢ 2,791.81
$12,160.99
$ 73.16

s
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The Adv(oori Comui ttee of January 22, 1982
The Signal Compsnies, Inc.
Political Action Committee

The Signal Companies, Inc.

11255 North Torrey Pines Road

La Jollas, Celifornte 92037

Desr Sirts:

We beve examined the financial stetements of The Signsl
Companies, Inc. Politicel Action Committee (Signal PAC) for
the yesr ended Deceanber 31, 1981 and have i{ssued our report
thereon, which contsins & qualificetion relating to the
scope of our examination, dated Januery 22, 1982. Except
as explained (n the foliooiog petagraph, our exsmination
vas wmade {n accordance with tcnerclly accepted asuditiog
stendards and, accordingly, included such tests of the ec-
counting records and such other auditing procedures ({nclud-
ing a reviev of the system of internsl accounting control)
88 ve considered necessary {n the circumstances.

Because of the confidentiality of tbis program, the Commit-
tee requested that we not confirs creceipts with eligible
participants of Signal PAC. Accordinmgly our exsmination

does not extend to participants contributions prior to their
initisl recording as receipts.

As a part of our exsmination, we tested the accompanyin
“Summary of Administrative Expenditures (Schedule 1)" aen
the "Suumary of Reimbursements Received from Tne Signal
Companies, Inc. (Schedule 11)*" of Signal PAC for the yesr
ended December 31, 1981.

In our opinion, except for the effects of such adjustments,
{f any, that might have tesulted had the receipts mentioned
{n the second preceding paraegreph been confirmed, the ac-
companying schedules present fesirly the administretive
expenditures of Signal PAC and the reiwmbursements from The
Signal Companies, Inc. related to those expenditures for the
year ended December 31, 1981 {m conformity with generally
accepted accounting principles applied on & basis consistent
with that of the preceding year.

Yours truly,

W/A’A;h%—
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THE SIGNAL COMPANIES, INC. POLITICAL ACTION COMMITTER
SUMMARY OF ADMINISTRATIVE EXPENDITURES
FOR THE YEAR ENDED DECEMBER 31, 1981

" PAYEE

~2/10/81 ‘Nlebcol . Kollz.
-~ 2/10/81 - : Celifornte Ch ¢ Services, loc.
2,15,81 e e . F. G. D.I'l'on
_2/25/81 The Signal Companies, Ine.
2/25/81 - it ‘ Dololtto Haskine & 8011.
2/25/81 . . NABPAC
2/25/81 i o Neyenesch Printers luc.‘g,
3/03/81 I= T Mike McCerville ne
3/03/81 - . : NABPAC
3/03/81 . Neyenesch Printers lnc. :
3/10/81 = IRS '
3/10/81 = California Praochlpa Tlx Ioard
3/31/81 - Michael P. Kelly
. 4/06/81 - - The Jefferies Association:
4/06/81 . : Celifornia Photogtcrhy Co., Imec.
4/06/8Y . : The Jefferies Associati on:
- 4/13/81 - - I Micheel P. Kelly
- &f23/8Y - , ~ Californis Pboto;rnpby Co., louc.
.. 4/27/81 . - - 3 .Jo M. Newell
. 6/29/81 : The Signal Companies, lnc.
- :9/06/81 . . .. 41 Micheel P. Kelly
© 5/06/81 - - s United for Arizons Conference
- S/11/8% - o . The Herts Corgorutloo
<o 9fL3/8Y T Mike McCerville
5/13/81" = ] Margaret Orrey
. 6/05/81, Neyenesch Printers, luc.
6/05/81 ‘ Michasel P. Kelly
1 16709/81 << T, The Informetion Press
56097811 Lk St ©  Matgaret Orrey
- 6/16/81 ' BIPAC - Political Education Divieton
-~ 7/02/81 BIPAC - Education Division
7/02/81 Chilton Company
_ -—17/02/81 CAPCO Photography
1/02/81 The Jefferies Association
7/07/8% Michael P. Kelly
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THE SIGNAL COMPANIES, INC. POLITICAL ACTION COMMITTEE
SUMMARY OF ADMINISTRATIVE EXPENDITURES
FOR THE YEAR ENDED DECEMBER 31, 1981

CHECK.. .~ '

DATE " _ PAYEE :
7/07/81 BIPAC - Politicel Bducation Division
7/14/81 ‘ BIPAC - Educetion Divisios
1/14/81 " Matgaret Orrey
1/29/81 = o~ Pederal Ex uu Cor atlu
1/29/81 : : Neyenesch Printets
8/03/81 A Hichool P. Kelly
8/03/81 . Mlike McCatville
8/10/81 , ! Commerce Clearing House
8/10/81 - The Signal Companies, Inc.
8/10/81 Macgaret Orrey
9/08/81 NABPAC
9/18/81 Michael P. Kelly
9/22/81 .. ' CAPCO
9/22/81 { Margaret Zimole
9/22/81 .NABPAC
9/22/81 - The Jefferies Association
9/22/81 S&FA Reporting Services, loc.
9/22/81 - Margaret Orrey

10/01/81 Reader's Digest

10/02/81 - Michesel P. Kelly

10/21/81 » F. G. Deragon

10/21/81 Garrett Turbine Engine 00.
10/21/81 " Mike McCarville

10/29/81 = The St nal Congnnlao. Ine.
11/03/81 - - ! chhac P. Kel

11/10/81 - Macgacet Ocrrey

12/02/8} . =~ . Michael P. Kelly

12/02/81 ;. il The Jeffecries Asooctction
12/02/81 © - Margeret Orrey
12/14/81 . 7 : ‘Macriott Msrco Beach Resort
12/22/81 - - BIPAC

12/22/81 Natlonal Association of Menufactuters
12/29/81 880 CAPCO Photography

Bank Printing Charges Debited Directly to Bank Account

TOTAL
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SCHEDULE 11
L ]

B R R e

THE SIGNAL COMPANIES, INC. POLITICAL ACTION COMMITTEE
2t SUMMARY OF REIMBURSEMENTS RECEIVED FROM
THE SIGNAL COMPANIES, INC.
FOR THE YEAR ENDED DECEMBER 31, 1981

CHECK .. . CHECK
DATE = NUMBER PAYEE AMOUNT

1/22/81 012624 The Signal Companies, Inc. Political Action Commlttee $ 1,031.25
3/05/81 013308 The Signal Companies, Inc. Political Action Committee 6,951.92
4/28/81 - 014296 The Signal Companies, Inc. Political Action Committee 4,649.96
5/11/81 014534 The Signal Companies, Inc. Political Action Committee 4,251.13
6/18/81 015259 The Signal Companies, Inc. Political Action Committee 1,688.59
7/14/81 015702 The Signal Companies, Inc. Political Action Coomittee 1,647.71 -
8/04/81 016030 The Signal Companies, Inc. Political Action Committee 3,679.04
9/24/81 = 000335 The Signal Companies, Inc. Politicsl Action Committee 2,429.28 -
10/13/81 . 050545 The Signal Companies, Inc. Political Action Coamittee 2,791.81 - ¢
11/10/81 - 050970 The Signal Companies, Inc. Political Action Committee 12,160.99
12/17/81 - 051636 The Signal Companies, Inc. Political Action Comnmittee 736.16

TOTAL REIMBURSEMENTS RECEIVED FOR THE YEAR ENDED DECEMBER 31, 1981 39,817.84
Lees: Rci-burncucnt from The Signal Companies, Inc. on 1/22/81 for 1980
; nees (1.031.25) .
Addx lciu ucsement from The Signal Compenies, Inc. on 1/14/82 for 1981 i
: g . expenses 3,4641.79
Tox on interest income paid by The Signal Companies, Inc. Political o
- Action Committee 480.00

%fTOIAL ABHINISTIATIVE BXPENDITURIS FOR THE YEAR ENDED DECEMBER 31, 1981 » !:2!70l.30

GINEINGD 6F- INHIDVLLY
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ATTACHMENT #10
3 pages

FEDERAL ELECTION COMMISSION
WASHINGTON, D C. 20463
RQ-2

December 29, 1982

David H. Skinner, Treasurer
The Signal Companies, Inc.
Political Action Committee
11255 North Torrey Pines RA.
La Jolla, CA 92037

Identification Number: C00079673

Reference: Comprehensive Amendment” Report (1/1/82-6/30/82)
Dear Mr. Skinner:

This letter is prompted by the Commission's preliminary
review of the report(s) referenced above. The review raised
questions concerning certain information contained in the
report(s). An itemization follows:

~Your report discloses an apparent contribution(s) from
a corporation(s) (pertinent portion attached). You are
advised that a contribution from a corporation is
prohibited by the Act, unless made from a separate
segregated fund established by the corporation. (2
U.S5.C. 44l1b(a)) If you have received a corporate
contribution(s), the Commission recommends that you
refund the full amount to the donor(s). The Commission
should be notified in writing if a refund is necessary.
In addition, any refund should appear on Line 26(a) of
the Detailed Summary Page of your next report.

Note: A sponsoring organization may pay for the
administrative expenses of running its separate
segregated fund. Such payments may not be transferred
into the separate segregated fund, and voluntary
contributions may not be commingled with prohibited
funds. (11 CFR 114.5(b))

If you find the contribution(s) in gquestion was
disclosed incompletely or incorrectly, please amend
your original report with the clarifying information.

Although the Commission may take further legal steps
concerning the acceptance of a prohibited contribution,
prompt action by you to refund the full amount will be
taken into consideration by the Commission.




ATTACHMENT #10 CONTINUED

An amendment to your original report(s) correcting the above
problem(s) should be filed with the Federal Election Commission
within fifteen (15) days of the date of this letter. 1If you need
assistance, please feel free to contact me on our toll-free
number, (800) 424-9530. My local number is (202) 357-0026.

Sincerely,

y 27

Mark Kleinman
-Reports Analyst
Reports Analysis Division

8 40 304425653572
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ATTACHMENT #10 CONTINGED ey e e

Any informetion capied from such Reports or Statements may not be soid or used by any Person for the purpose of soliciing contributions or for
commercial purpoess, other then using the name end address of sny political committee to soficit contributions from such committes.

Name of Committes (in Full)
The Signal Companies Inc. Political Action Committee

A. Full Name, Mailing Addres and 2/P Code Neme of Employer Dete (month, Amount of Each
The Signal Companies, Inc. day, veer) Receipt this Period
N
11255 North Torrey Pines Road 1/14/82 | $3,441.79

La Jolla, CA 92037

Receipt For: O Primery O Genera!
O Other (specity): Aggregste Year-10-Dete—$

8. Fuli Neme, Mailing Address and ZIP Code Name of Empioyer Deate (month, Amount of Each
Same as above dey, veer) Recsipt This Period

2/16/82 | $1,214.90

Occupation

Receipt For: D Primary O Geners!
D Other (specify): Aggregate Yesr-to-Dete—$

C. Full Neme, Mailing Address and ZIP Code Name of Employer Dete (month, Amount of Each
Same as above dav, year) Receipt This Period

3/9/82 $5,164.56

Occupstion

Receipt For: O Primary O Genera!
O Other (specify): Aggregate Yesr-to-Dete—$

D. Full Name, Mailing Address snd 2P Code Name of Employer Dete (month, Amount ot Each
Same as above day, vesr) Receipt This Period

4/27/82 | $3,831.36

Occupstion

Recsipt For: O Primary O Genena!
O Other (specify): Aggregate Year-to-Dete—$
E. Full Narme, Mailing Address and Z¥ Code Name of Employer Date (month, Amount of Each
day, yesr) Receipt This Period
Same as above % ' :

5/18/82 | $3,912.87

Occupation

Receipt For: O Primary O Generai
O Other (specity): _Aggregate Yeor-10-Date—$

F. Full Name, Mailing Address snd 2 Code Name of Empioyer Date (month, Amount of Each
Same as above day, vear) Receipt This Period

6/17/82 | $8,713.70

Occupation

Receipt For: O Primary O General
0 Other (specify): Aggregate Yesr-to-Dete—$

G. Fuli Name, Mailing Address snd ZIP Code Name of Employer Date (month, Amount of Each

day, vear) Receipt This Period

6/30/82 |$2,900.51

Same as above

Occupation

Receipt For: O Primary O Geners!
O Orther (specify): Aggregate Year-to-Date—$

SUBTOTAL of Receipts This Page (optiona!)

TOTAL This Period (last page this line number only) .1$29,179.69
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ATTACHMENT #11 Y o Norman V. Wagner &

Mr. Mark Kieinman

Federal Election Commission
Reports Analysis Division
1325 K Street, N.W.
Washington, DC 20463

Identification Number: C00079673

Reference: Comprehensive Amendment Report (1/1/32 - 6/30/82)
Dear Mr. Kleinman,

We recently received your letter of December 29, 1982 referencing
the above report, and are anxious to clarify any questions you may have.

The point raised in your most recent letter appears to be the same as
in your earlier letter dated September §, 1982. Our reply to that letter was -
mailed October 14, 1982 to Mr. John D. Gibson of your office. In our October
16 response we explained our accounting system and provided complete detail ’
for all expenses and reimbursements for the full year 1981 as well as the
period 1/1/82 - 6/30/82. We also verified in that response that there were no
corporate contributions to the Signal PAC in either the 1/1/81 - 12/31/81 or
1/)/82 - 6/30/82 reporting periods.

As explained in our previous correspondence we revised our -
accounting system as of July 1, 1982 to eliminate any confusion on this point
in reports submitted after that date.

If it would be of assistance to you to further explain the 1981 or first
half 1982 reports, either by telephone or by a visit to your office, we will be
happy to do so.

“Sincerely,

N

R - :
¢ ‘David . Skinner
Treanrer

T e e WIEE R ‘@ IOV - WP Ve B T t e “agye U T




FEDERAL ELECTION COMMISSION

1325 K STREET N.W.
WASHINGTON,D.C. 20463
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