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wit1h any oncl
wr itten consent
wish any suob i
please advise u

Mi M1f 20U

mineve. 2 U, 5..ti

J@ration derived is oe.ineion
m becoing public wi thout the
t: and the Coialsiono Should you
me part of the public record,

Unclosed you 411 find a fully executed copy of the finalconciliation agweeat for your files.

Sincerely,

Charles N. Steele

Deputy General Counsel

EnclosureCoiliation &gremnt



sthIgt*.V nC..*I

demonstrate that no action should be te in this mtto. ,:,

I. Respondents enter voluntarily !0 .this agreumnt with

the Comission.

IV. The pertinent facts in this m~ter are as follows

1. The National Canservativ* Ui~littcal Action

Committee is a multicandidate political Committee r Asterd

with the Commsion. ;i ... :

2. Lit3 orni .tb t .r~ of .
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. , ll•t bet ,.,. @i@; -d the *.

[~rom the date this agreement becomes. *tofgtLv@ to mnpy with. and

implement the requirenents contained tn this agr mn and to go. .

notify th a • ." uissi'o..
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31cis b io, 4 bt, +ti~ -~ n~u.

ittE th C~si, deidt , i, -vitt L f 6-0 oot

Action.Cate s M .Mrn
as trastrer,,a iW8.m ene" izJ: the

'" 2. Approve and send th letter, as recoammnd
in the General Counsel's Report signed
July 18, 1986.•

3. Close the file.

Coissioners Aikens, Elliott, Harris, Josef iak,

McDonald and McGarry voted affirmatively for this decision.

Attest:

Date Secretary of the Comision

Received in Office of Coitmission Secretary: Non.,Circulated on 48 hour tally basis: Tues.,
Deadline for vote: Thurs.,

7-21"86,7-22-86,
7-24-86.,

0

0

m

0

4:07
11:00
11:00
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reach an agl Wek i 1. the ii ou~l! 3S

we enclose ! co* ill!at al.. tnt tht tis offlce is
prepared to resn o the Coision in iettleut of this

csatter, If yo agrt~ itha th provisions of the enlosed
agreemnt, pleaesign and return it along it the civil pnalty

~to the Comisio1n withlin ten days. z wiil then recamend that
the coumission approve the agreement.

If you have any questions or suggestions for changes in the
enclosed concilition agrement, please contact Jobn Drury, the
attorney assigned to this matter, at (202-it820

Enclosure
Conciliation Agireement



PeerlRbcto q~sion ezec

actrion,, in NOR+ 2i0

1. Fai2+ +aY vot of.+. -.

I to m i+e+ ++++ + ++ + 4 ;++ fl :+,+ s

a) Vin probable cause to beim that thbe
Watonal Conservative Polit oa Ac.ton
Cinttee and Leif I . Bron, as trauer,
violated 2 U.S.c. $ 441a(f) in connetion
with contributions from Villiam Thmumn,
Larry Bloomer, and I.F. Von Seggern.

b) Take no further action with respect to
the contributions of Solomon Barrow,
Douglas Cuings, and Glenn Norris.

c) Approve the conciliation agreinents attached
to the General Counsel' s report dated June 2,
1986.

d) Approve the letter attached to the General
Counsel's report dated June 2, 1986.

Co+missioners Harris and Moar voted affirma-
tively for the motion; Caiaes Lies
Ulliott, and Josef iak diszt* coisoe
McDonald was not present at the timeo of the vote.

(continued)
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I ~iS~ORr.t wa a#~

"..

b~ a Vote of ~ft to,
*) Find probable cause to believe tb~

Eat3onal ~omservativ. Political &
C~ittee and LaA* 5. Moron, tre*~
violated 2 U.S.C. S 441a(f) in c*i
with a contribution from 3.?. Von

b). i
Take no further action with respect :
contributions of Solmon Darrow, D
CU1±Wng, Glenn Norris# Villiam !hU*

C

d) Approve the sending of appropriate letters
consistent with the actions taken above.

Co missiLoners Aikens, Elliott, Harris, Josef iak,
and NcGarry voted affirmatively for the decision.
Coimissioner McDonald was not present at the tiam
of the vote.

Attest:

z' -'a ~g'~ S

SMarjorie V. 'aSecretary of the CisionDate

L -Io

• . -. ,., " ,\:, : .
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2U.8.f. S 4a .Bwdon s ~rr .eiiz i

.-- rcilrThe that reete giviSg ID "me• C •.... to t i i,:iio i ,O: :t*:. , th ,: . , :...irty

twnt-fu o teindividuals woh8meeorthe cutoniution8~ ter excesiv

~if aggregated. With regard to the remaining six individuals, the

Ccontributions involved appeared illegal on their face. It was

this latter class of contributions which the Comission elected

to pursue.

In reply, NCPAC asserts that the contributions which the

Commission has chosen to examine are not facially illegal.

Instead, NCPAC claims, these apparently illegal contributions are

also aggregations of all contributions received for the

individuals involved. Au NCPAC explains, if cotributions of

$4,000, $3,000, and $3,000 are received from a contributor on



NI! one c-heck fo $,O",~ g .... ,... .., $....

staemnt s ccuat . th ... " kwas

~$5,025, such check would have been facially illegal only to the

oextent of $25. Under these ci1rotaJstawes, this Office recinends

~that the Commission take no further action.

oIn connection with Douglas Cummings, UCPAC explains that it

~received two checks for $4,000 and $2,000 resPectively. As NCPAC

observes, neither check is facially excessive. Attached to the

respondents' brief are copies of these checks. At the reason to

believe stage, the Commission elected to pursue only those

contributions in this matter that are facially illegal. For

purposes of treating the respondents in this MUR similarly,this

Office recommends that the Commission take no further action.
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"++ ++? + Ibe + resuets asser+ +t SiR +bat Ume + of tb kb+e++ec '+

.r....rma .Sc ttmn olwd nitta Qt a t"+ .

O+ Theref ore thi Office recmmnds the ++1at t .com mo Ofin

" probable cause to believe that NCPAC violated S 441as(f),
0 In connection with Larry Bloomer, NCPAC states that it

received one check in the amount of $5,500.00. The respondents

contend that of this sum, $500 was earmarked for NCPAC's non-

federal account, pointing to a notation on the copy of the check

as evidence of this claim. From the premise, UCPAC asserts that

this check was not facially illegal. This assertion is

unconvincing. The notation *ll-2 500-Bef' standing alone gives

no indication of the alllegJed designation to a non-federal
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.,, ...... ontributou

2. Take no turtqi

], Lrry Blo

to the cont 3SSand Glenn gorL .

3. Approve the
5. Approve the

Date

Attaobaents
Respondents' br1e~

Proposed Cono 11~t

General Counsela
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+ - contribution being Lun, minmt ;in exeno 500.0 h

0£££ffeie of General Counsel th~en goes on to * assert that the

o receipt by Respondents of a check in an amount in excess of

'B $5,000.00 is a per so violation of 2 U.S.C. §441a(f) and

recommends that the Comssion find probable cause to believe

that Respondents violated 2 U.S.C. §441a(f).

Respondents reply that the facts demonstrate that

National Conservative Political Action Committee ('NCPAC')

exercises due diligence and takes every reasonable and

responsible action to assure compliance with the Act. Further,

the factual representations of the Office of General Counsel are

demonstrably erroneous. Only two of the checks - not six as

alleged by the Office of General Counsel -were in excess of



i+,s .og and itheyt wreorted l.4 o++ +m .to , .t...

tlh btilinal onRibuodnt 3ek). btamamasm th g stt pp.

'r~l aprop4reatt€ri etiveo aton. eo ndenbts. futher ffceoft

* 4ir hoeerl Cout se sues hate aund aet be then. th@V

e staitical citene in r.0ce2pt of d ques~*G~rtion cbr hi-I

t From a f inaiidua could shdpit and haOthe use ofm suhfnd*

ast 00taetnatrreoreornep of the CommisionRadsptsstatf

~5Ot tht this ot timaed thet n hatcas Ncomes efee

N appropries orrective seat onrsponts fthera asert

$1owv,8000.Tpres that th sushr nexrareviwry vre af

consttitiaondnsNceof 0.00028s and quespstiwhter sytis is

prthetypes ofaimatte Thahouldsproperlynconsomedthestie aeind

attenionaof thoise onplane it stff. vson f

FeeaEet isn relialy esAted tha, in 198,endedrceve

inxceso 700,000saat acotibutvions toalingcmpiac

seiialtoasrcopinewith the provisions of the Atrltn olmttoso

contributions. For example, all contributions to NCPAC, and the

attendant contributor data, are entered into a computer designed

-2-
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thes pa~tios. q0t4km i .*( *~~

DiweoThe osautqwh ant e to 4z Eidenti Pis£t

icontiuis d wntt any a nthlbtcWhO upda*tis~

S~~rpcif, cPall refunds thet esseork $50.0 ht* onbutrdt

is kcotyibutr o eres wintte conmtrn that subeqen toh

end conthutonisto bhe attriuted protes a ltit@ conriuton

~~Trecd ii he ros thath in 1964dulePAC rfurnde ao fo

$59h mo2.0 ntheessr contrbutiNsPC which aer idtfiontibutough

matria woTh e diee steo used stro to idntfy eepoe

coibutdaion, isuonas a monthl atchf tpdatingh Systeinm.

Specificallysithe watatsye wo rksutiis that cnteributodat

peamnthlys reports fild by intiyi n, anlst contributors

might have exceeded the limitation of 2 U.S.C. §441a (a)(l)(C).



eesive €oateb44 s @ ore~iut@ re 4o4.ne

learno thet fapt uitre rc eivont br0t* S |t#

repot proto flsng thi eayeplary rueor *0 i * f

excessivte o00r000 ont rbtin ref ddcive by f NPC n 4.

Toexcontributions cin nsituals 0.00d 5 ot retS toal Not

onyi hsd hn~ubt sthe Office of General Counsel nvse i osedistm n

admits, "all of the (subject]I contributions were later refunded,

or reattributed to the spouse of the original contributor."

General Counsel's Brief at p 1. While this observation should be

sufficient to dispose of this matter, we shall nevertheless

examine the facts with respect to the six contributions the

Office of General Counsel finds so patently of fensive.

The six contributions the Office of General Counsel

alleges were "facially illegal" are as follows:

-4-
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response to a direot-mail solicitation. Zn :i~iil ,, Mr Barrow sent WCPAC a separate checkfo
"""i:.i :, -i Neither check was "facially illegal."

+ . ... ........ Wile cpAC doe not have a copyo!+
~check, there is attached a copy of the dopos* .14
, . : -, .. . t h e $ 5 ,0 0 0 .0 0 c h e c k . !"

• - preparing NCPACs Report of Receipts and DAsb.'a* iwwt !
i due Sept-ember 20, 1984, NCPAC discovered Jtha
. ~~Barrow'. 5 contributions in August aggregated! i i 'ii/: ..$5,025.00 and, on September 28. 1984, refunded Pj.*0
. ~~to Mr. Barrow . - .-..

(2) Douglas Cummings. In August, 1904.-.:::.i
. t;. .Douglas Cumi~ngs sent two contributions to NCMC .b

N~~i check was in the amount of $4,000.00 and the s .... 4
• check was in the amount of $2,000.00. Copies of thorN
.e checks are attached. Neither check was "facially

ilegl.* When NCPAC received its computer reportL
._ for the month of August, NCPAC discovered that Mt.o

Cummings two contributions in August aggregated~$6,000.00-and, on September 28, 1984, with the consent
of Mr. Cummings, transferred $1,000.00 to itso non-Federal account, the National Conservative
Political Action Committee - State Election Fund

~( NCPAC-SEF) .

0(3) Larry D. Bloomer. In November, 1984,
~Larry D. Bloomer sent NCPAC a check in the amount of

$5,500.00, the check being in payment of admission to a

• It appears that the reason why the Office of General Counsel
believes NCPAC routinely accepts checks in excess of $5,000.00 is
because of the computer format of its schedule A's. If an
individual contributes more than once during a given reporting
period and exceeds $200.00 in the aggregate, the computer
generated schedule A will show the date of the last contribution.
All contributions received from that contributor in the period
are aggregated and shown as one contribution. Thus, if anindividual contributes $500.00 on 1/1/86 and $1,000.00 in
1/15/86, the schedule A will show the individual contributed
$1,500.00 on 1/15/86. The detail of each contribution, e~g.
date, amount, etc., i s maintained in the system.

-5-



UCPAC fund-raising event for Mr. Blo e
,:,,guests. A copy of that check is atta~

noted, however, that $500.0O0 was earmali
..... , non-lVederal account, UCPAC-SEV. (see thj
• the upper-left corner of the check, to

i. .,:i~ii:500-8EV. ) The transfer to UICAC-SIV of
- , was made on December 28. 1984. the datai

NCPAC made eleven contribution refund t.i
November receipts. .,,,

october, 1984,Wln . :nl~7Turansent 'a
the amount of $lI0,000.00. It was reoe£iw !I  with* ...

knowledge that $5,000.00 of that amont v ,
attributable to Nrs. Thurman. As reqsit, by*
Commission regulations, written confi~rmationO_
attribution was requested and received. A CoPY

~~~confirmation is enclosed. ;

el divert the attention of the Commssion from th.#
legitimacy of this conduct through the use of : ::e

disproving an argument by showing that it le..
-absurd consequence. On page 3 of its Brief .. ice

of General Counsel states: = Under NCPAC' s constrcton.
a political committee in receipt of a $50,000.00

ocontribution check from an individual could deposit and
have the use of such funds, as long as it later

~reported receipt of the money." That would be an
absurd consequence. but that is not this case and it is

o not NCPAC' s argument. Thus, this observation by the

C Office of General Counsel is irrelevant and
< inappropriate. NCPAC did not accept $50,000.00 from an
~individual. It accepted a $10,000.00 check knowing

that it was a contribution from a husband and wife and
that, as a consequence, the receipt and deposit of the
check was lawful.

(5) Mr. and Mrs. Glenn H. Morris. In
January, 1984, Glenn H. Morris sent NCPAC a check in
the amount of $5,000.00. In May, 1984, Mr. Morris sent
NCPAC a second check in the amount of $2,000.00. that
check clearly indicating on the memo line that it was
for Mr. and Mrs. Morris. In July, 1984, Mrs. Morris
sent NCPAC a check in the amount of $2,000.0. Copies
of those checks are attached. None of the checks was
"facially illegal."*

At that point, of the aggregate received,



< $.,000.*0 wee allocab3#to Mr. Norrs and $3,00*E#J j,•

i v:' +>:"Norris and, eight days after it bscae r. o
'L Jr + +' '-apparet overage, ICUAC transfettl $4,000.*0 O 4i+i

++ non-Federal Acount. !bat was $3,000.00 mote th ll
fi!" ' >i++ :+!: required. The .reason for this confusion was tht
? ;. ++' 1 ? :+ + Na y ch Was keyunhe into th computer in Jul, n;+ :+
-+ ~showin a May date, thus not appearing in the. JUi S I

- ~reconciliations.* The computer did report the $9. 0.0* +iJ

aggegaio, hweerwhn te .al ceckwa
In December, 1984, Mr. Norris sent NCPAC• y .,* .

another check, it being in the amount of $8,000.00j t .
being intended by Mr.* and Mrs . Norris to be the ;ir + L$5
contribution to NCPAC.* That check was deposte.Ld, + :ii.  +.
subsequently refunded, but replaced by Mr. and +++?++
Norris in 1985. Attached is a copy of a letter ftQ +i+

I.. Mr . and Mrs.* Norris confirming the allocation of th*f
$8,000.00 conribution in 1985 as being $5,000.00 ,:.

V attributable to Mr. Norris and $3,000.00 attributbe
e to Mrs. Norris.

r (6) 3. F. Von Seggern. In December, 3984,
Ms. Von Seggern sent NCPAC a check for $6,000.00. Of

-- that amount, $1,000.00 was for admission to a
fund-raising event and $5,000.00 was intended by Ms.
Yon Seggern to be her 1985 contribution to NCPAC. Msl.

C Von Seggern had previously contributed $5,000.00 tO
NCPAC in 1984. This overage was discovered in April,

~1986, at which time the full amount was refunded to Ms.
Von Seggern.

In sumary, of the 700,000 contributions received by

~NCPAC in 1984, we have identified only two checks in excess of

$5,000.00 which were neither attributable to a spouse nor

earmarked for NCPAC's non-Federal account at the time of receipt.

Those were the checks in December from Morris, in the amount of

$8,000.00, and from Von Seggern, in the amount of $6,000.00. All

but $1,000.00 was sent with the intention that they be 1985

contributions. Two checks out of 700,000 checks. NCPAC s record

should be applauded, not punished. Clearly, this does not

-7-
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h ! ... . .......... .. .. .. ... , ! I /,i
.... -a .. p ~e~ by *0! ~i ! y4 J

$ .*~ Os b< A s h e*.. , %

Seoipa~ 1 S i b) of t • U oF i h Co: o :,fi

.,ma ttein oferdng tree asio sUPC e ul (1) aho of4 't..i

:!:i . illegality, s required by 11 CU 103.3 (b)(i);(2) incl.u, in the

• report f or the relevant period a statement noting that the

legality of the contribution vas in question, as required, by 11

CFR 103.3 (b)(l); and, (3) report the refund on the next required

oD report, as required by 11 CFR 103.3 (b)(2).

~Section 103.3(b)(l) provides that contributions which

oappear to be illegal shall be, within 10 days, either returned to

~the contributor or deposited into the campaign depository and

reported. First, that section only applies to contributions

"which appear to be illegal". If an individual sends in a $25.00

check, there is no appearance of illegality in the check. The

legality of the contribution can only be determined after that

contribution is processed and the contribution aggregated with

other contributions made previously by the same contributor in

that year. The appearance of illegality can thus only be

determined at a later date. Second, that section does not say

-8--



r bca Se tailed itOa.f a )( of thO tw O h i!

i~i~i!Regulations provides,-as follows::i . 
.

W h a cotribution cannot be e tln

"to be legal. .. d..be.a ihi
time, and the trHeare note the re
amending the current report or noting the. Change on the

o committee' s next required rport (Emphasis added.•)

r Thus, the regulatory requirement is that refunds be made within

C a reasonable time" once it is determined that a contribution is

not legal.o Neither the Act, nor the regulations, provides that

illegal contributions must be refunded within ten days of the day

they are received or even of the day they are found to be

illegal. As a consequence, absent more specific regulatory

language, the system followed by NCPAC violated neither -the Act

nor the regulations.

The Office of General Counsel may nevertheless point

out that in two cases, Morris and Von Seggern, it took NCPAC

approximately 100 days between the date the check was received

---



tate CPAC lolo theA sto bed of Uc3 0.3b bymo smltityif

0 a montrlybtc excedi s stem.5,000.0 htaLain s eo vl naingth

trstiue ao syste oefundsir oply then e up in I1984. s
oyofaltte fro evide ecfroZthe f oreon thtTneasddet onCaCl

< aconimn thusti tui onr thrate sytem. m atr Syte villofth

fact that, in 1984, NCPAC had approximately 250,000 contributors,

who contributed approximately $14,128,000.00 in approximately

700,000 separate contributions, NCPAC' s record of ferreting out

contributors who exceed the limitation of 2 U.S.C. §441a~a)(l)(C)

must be considered excellent. Virtually all those problems were

found, reported and corrected as required by 11 CFR 103.3(b).

The two isolated situations which did not fall within those

parameters are statistically insignificant and do not justify a

-10-
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... onai), t onls. orort ches and csAn epo tof

m s~btauoy ai t r routief identfied, rtureMrotews

sudive reie d ,a fr I t the Cera cont shuld be ontitions,

r whnine updreatdin eysts in anheffoatutoy ienify aerd refunde

propty oelwceshsiecve contribuionsreenomtesprmptly

idecntribuions Cheororae heck ancheckrsrci in excess of

~$5,000.00, but with the knowledge that the excess was

attributable to a spouse, the checks are deposited and written

confirmation secured. The Commission is now being asked,

however, to take action against NCPAC because two of the 700,000

checks were "facially illegal." This recommendation is made

notwithstanding the fact that those amounts were refunded. Those

two checks represent 0.00028% of the total number of checks

received by NCPAC in 1984. The Office of General Counsel

-11



r r~~e oishe to wt bf 8 ed the 4 t £on 0mtae y CAo '.

. Ibe teola os rlimnt o th Eot:. As aesult o, ver f mel-

•action should be taken on this matter and the file should be

~closed.

-- Dated: March 11, 1986 Respectful1/ submitted

~J. Curtii Herge
Attorney-at-Law

C 8201 Greensboro Drive,
Suite 200

~McLean, Virginia 22102
~(703) 848-4700

Counsel of Record for
National Conservative
Political Action Committee

and Leif E. Noren, Treasurer
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Thank yr@~a,

- SIncerely.

0

enn
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cc G. Morris

Date:______________________
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Dan Sullivan
Production anger



" that the Rational Conservative Polittoll Aetion Comittee (CPAC)

!!:.a-d Le.if 3. Noren, as treasurer, violated 2 U.S.C. S 441a(f). The

Commission notified respondents of this determination by letter

~dated August 15, 1985. Respondents hand delivered their response

~to the Commission on September 9, 1985.

Respondents' violation vas based on the receipt of

contributions in excess of $5,000 from six individuals. All of

~the contributions were later refunded, or reattributed to the

o spouse of the original contributor.

'YB II. LEA ANALYSIS

CSection 44la(f) of Title 2, United States Code, provides

that no political committee, or officer or employee of a political

committee, shall knowingly accept any contribution in violation

of the provisions of section 441a.

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

provides that no person shall make contributions to eany other

political committee in any calendar year, which in the aggregate,

exceed $5,000,. where such other political committee is any

political committee other than a candidate's authorized committee

or a committee established and maintained by a national political
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. expeditiously with contributions the legalty Of which is

.. uncertain. As NCPAC itself states, =Section 103.3(b)..

r provides that the treasurer of a political comtittee must make

o his best efforts to determine the legalty of [such]

W contributions." (Attachment p. 3). Moreover, NCPAC relates that

C
in handling these contributions, it would "include in the report

for the relevant period a statement noting that the legality of

the contributions were [sic] in question, as required by

11 C.F.R. S 103.3(b) (1) ....'" (Id.)

It is clear from its terms that 5 103.3(b) pertains only to

contributions of uncertain legality. Indeed, there is no

language in the section to suggest that it encompasses those

contributions which are facially illegal. Moreover, to construe

S103.3(b) as applying to facially illegal contributions would be

to destroy the act's effectiveness in combitting illegal
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The six contri;butious , at isapue ters. •each exceeded the $5,00

limitation of S 44la(a) (Z)(C), and hence, were illegal. Thus,

S 103.3(b) is inapposite here, and NOCPAC's reliance on that

section is misplace.

WCPAC also asserts that the COmmission should find no

V violation of S 441a(t), because NCPAC employed wehat it considered

-- to be a sophisticated computer system. Designed to detect

~illegal contributions, this 'monthly batch updating system" would

0 process contribution data at the end of each month and report the

names of any individuals whose contributions exceeded the $5,000

limitation of S 441a(a) (l)(c). (Attachment pp. 2,6).

C However, the contribution checks in issue should have been

examined by NCPAC's prior to computer entry. Last year, as the

respondents state, NCPAC took in over $14 million in

contributions, and certainly was familiar with the $5,000 ceiling

on contributions by individuals imposed by S 441a (a) (1) (C) .

Thus, to say, as NCPAC does, that it could not be aware that



face. %eceei Ing nddepositi1 g :su h checks, re apondenta

knowingy cepled cofttibutins that vOioted~ .S 44]*. In 50

doing, they violatd S 441a(f).

ru. Giuma~ c ..I'

e 1. Find probable cause to believe that the National

Conservative Poltical Action Coittee, and Leif K. Noren,

Dat "Charles N. Steele
~General CoUnsel

~Attachments

1. Respondents' answer to RTB notification
2. Proposed letter
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The Honorable John Warren KoarrySeptember 9, 1985
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an aggregate total of $14,128,000.00 in 1984, the average *+r

contribution being approximately $20.00. To process that-
extraordinary volume of contributions, NCPAC utilis the mt -I

sophisticated systems and procedures available. Those iystL .. :
and procedures are designed specifically to assure compli-anoe
with the provisions of the Federal Ilection Campaign Act of 1971.
as amended.

WCPAC maintains an active vigil to assure compliance
with the provisions of the Act relating to limitations on
contributions. For example, all contributions to WCPAC, and the
attendant contributor data, are entered into a computer designed
to aggregate the data relevant to a single contributor. This
data entry system is maintained by Directech, Inc., 11600 Webel
Street, Rockville, Maryland. In order to secure compliance with
the limitations contained in 2 U.S.C. 441 a (a) (1) CC), the

N.Directech computer has an inquiry feature which regularly
identifies and reports any contributor whose cumulative year-to-

~date total exceeds $5,000.00. Utilizing those reports, UcPAC
~refunds the excess over $5,000.00 to the contributor or secures

written confirmation that the excess contribution is to be
~attributed to the contributor's spouse. The record will show

that, in 1984, NCPAC refunded a total of $59,524.00 in excess
- contributions to various contributors.

The Directech system used to identify excessive
ocontributions is known as a monthy batch updating system.

Specifically, the way that system works is that contributor data
qr is keyed, or entered, into the computer and, subsequent to the

end of each month, the computer produces a list of contributions
~received in the previous month, a Schedule A for line lla for

each monthly report filed by NCPAC and a list of contributors, if
any, who exceeded the $5,000.00 limit in that month. That

~material would be delivered to NCPAC just prior to the report
filing deadline, usually the 20th day of the month following the
month in question. NCPAC would utilize that material in preparing
its reports and in identifying any contributor who might have
exceeded the limitation of 2 U.S.C. 441a (a) (1) (C). Following
the immediate requirement of compiling and filing the report, the
staff would then turn to making any necessary refunds.

Specific examples of this monthly procedure can be
found in reviewing NPCAC's reports. In May, 1984, for example,
NCPAC received excessive contributions from six individuals.
NCPAC learned of that fact when it received the Directech
computer report prior to filing its May report on June 20,
1984. The excessive contributions vere refunded on June 28,
1984. Similarly, in August, 1984, MPCAC received excessive
contributions from nine individuals and it refunded the excess
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amounts on September 28, 1984, promptly after learning of ki~ii
preparing the August report due on September 20, 1984.

Section 103.3 (b) of Title 11 of the Code of Fed.#
Regulations provides that the treasurer of a political oailit* ;
must make his best efforts to determine the legality of :i
contributions. That requirement was clearly met by the tr~is w*
of NCpAC. As soon as excessive contributions came to the
attention of the treasurer of NCPAC, he would (1) make and retain
a written record noting the basis for the appearance of
illegality, as required by 11 cUR 103.3 (b) (l) (2) include Ln
the report for the relevant period a statement noting that the
legality of the contributions were in question, as required by 11
CTR 103.3 (b) (l)i and , (3) reported the refunds on the next
required report, as required by 11 cUR 103.3 (b) (2).

0 The Office of General Counsel appears to interpret 11
CUR 103.3 (b) to mandate a refund of excessive contributions

( within ten days of the day they are received. This
interpretation is made evident by the statement in the General~Counsel's Factual and Legal Analysis to the effect that the

~Office of General Counsel believes that WcPAC's 'batch' updating
of contributions at the end of each month, rather than 'on-liae =

-- updating of its receipts on a daily basis, is not sufficient for
it to meet the requirements of 11 CFR 103.3 (b). That

~interpretation of the regulations is not correct.

~Section 103.3 (b) (1) provides that contributions vhich
~appear to be illegal shall be, within 10 days, either returned to

the contributor or deposited into the campaign depository and
Creported. First, that section only applies to contributions

'which appear to be illegal'. If an individual sends in a $25.00
~check, there is no appearance of illegality in the check. The
€ legality of the contribution can only be determined after that

contribution is processed and the contribution aggregated with
other contributions made previously by the same contributor in
that year. The appearance of illegality can thus only be
determined at a later date. Second, that section does not say
that even contributions which do in fact appear to be i -egal
must be refunded within ten days. The section says that the
contribution must be either returned to the contributor or
deposited and reported within ten days. There is no suggestion
that NCPAC failed to deposit the questioned contributions within
ten days. As a result, because it availed itself of one of the
two permissible alternatives, NCPAC did not violate 11 cFR 103.3
(b) (1). In fact, the applicable regulatory standard for
situations such as these is found in 11 CUR 103.3 (b) (2).
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Section 103.3 (b) (2) of Title 11 of the Code of ++, +
Federal Regulations provides, as followst

"When a contribution cannot be determined
to be legal, refunds shall be made within a
reasonabi tim, and the treasurer shall note ....
t ifiiyaending the current report or
noting the change on the cemittee's next
required report." (Emphasis added. )

Thus, the regulatory requirement is that refunds be made within
"a reasonable time" once it is determined that a contribution is
not legal. Neither the Act, nor the regulations, provides that
illegal contributions must be refunded within ten days of the day
they are received or even of the day they are found to be
illegal. As a consequence, absent more specific regulatory

~language, the system followed by WCPAC violated neither the Act

nor the regulations.

e The Office of General Counsel may nevertheless point
out that in two cases it took NCPAC approximately 100 days

r between the date a contribution was received and the date the
excessive amount was either reattributed to the contributor's

-- spouse or refunded to the contributor. In reply, NCPAC reminds
. the Office of General Counsel that those were 2 out of 700,000

contributions. That is an incidence of error of .00028%. It is
cnot reasonable to suggest that those two situations or that

incidence of error is proof that the treasurer of NCPAC failed in
qT meeting the best efforts standard in 11 CFR 103.3 (b).

CNotwithstanding the fact that no showing has been made
O that NCPAC violated the standards of 11 CFR 103.3 (b) by
'C utilizing a monthly batch updating system, NCPAC has nov
~voluntarily instituted a system of daily "on-linee updating.

Enclosed is a copy of a letter from Directech, Inc. to the
Treasurer of NcPAC, confirming the institution of that system; a
system which the Office of General Counsel seems to believe is
the panacea to this problem.

It is evident from the foregoing that no additional
action is justified or warranted in this matter. In view of the
fact that, in 1984, NCPAC had approximately 250,000 contributors,
who contributed approximately $14,128,000.00 in approximately
700,000 separate contributions, NcPAC's record of ferreting out
contributors who exceed the limitation of 2 U.S.C. 441 a (a) (1)
(C) must be considered excellent. Virtually all those problems
were found, reported and corrected as required by 11 CFR 103.3
Cb). The one or two isolated situations which did not fall
within those parameters are statistically insignificant and do
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not justify a finding that the Treasurer of WC1AC failed toW !
his best efforts in identifying and correcting problems.i ! ..
regulations do not require that refunds be made within tee 4 0
or that a daily 'on-line' updating system be used as opo *
monthly batch updating system. If it is the view ofth
Coaission that such is required, then the Commission sh 24
specific and amend its regulations accordingly and apply the
prospectively. Nevertheless, NICPAC has now voluntarily
instituted a daily 'on-line' updating system in an effort to
identify and refund excessive contributions even more promtl.

It is suggested, therefore, that the actions takes by
NPC&C under the circumstances are actions that should be
encouraged by the Commission without penalty and be recgnsed as
meeting the best efforts requirement of the Act. As a result, no
further action should be taken on this matter and the file should

o be closed.
C We appreciate this opportunity to respond and are

( willing to provide such other documentation or inforation as may
be reasonably required to dispose of this matt7 r

O.Cri Hrej
Counsel to Nati hal

" Conservative Political
&Action Comittee
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fulfilling the thasnk you acknowlegement letters, we wil
receive the source in a more timely maner.

Leif, if this procedure is not satisfacoroy, or if there areo
any additional steps you would lke us t0o take, please let
me knOw.

Production Mange
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o Bftde-allectio Commision1

wiV e 2 #. !ta pr€ Ovii of the Federal Ulect ion

the i~siea tut, is attaced for yOUr information.

rno sote So.sho~4be taken agais you and the commilttee. You may
Subait. any fctalor lea materials which you believe are

orelevant to thei oissi~ns8 consideration of this matter.
Please submit any such materials, within fifteen days of your
receipt of this letter.

CIn the absence of any additional information which
< demonstrates that no further action should be taken against your

committee and you, as treasurer, the Commission may find probable
aC cause to believe that a violation has occurred and proceed with

conciliation.

If you tre interested in pursuing pre-'probable cause
conciliation, you should so request in writing. See 11 C.F.R.
S 111.18(d). Upon receipt of the request, the Office of General
Counsel will make recommendations to the Commiss ion either
proposing an agreement in settlement of the matter or
recomueding declining that pre-probable cause conciliation be
pursued. The Office of General Counsel may recommend that pre-
probable cause conciliation not be entered into at this times8o
that it may ooqlete its investigation of the mtter. Further,
requests for pre-probable conciliation after briefs on probable
cause have been mailed to the respondent will not be entertained.



i: Request. for eztezions of time vil not be routine
granted. Requests oust be mae in vriting at least five i~i!i

i prior to the due date of the response and pecific good
must be demonstrated. In addition, the Of flo, of General
is not authorized to give extensions beyond 20 days.r

If you intend to be represented by counsel in this matter
please advise the Comission by coleting the enclosed fotm .

stating the rnme, address and telephone number of each counsel,
and a statement authorizing such counsel to receive any
notifications and other coummunications from the Commission.

The investigation now being conducted will be confidential
in accordance with 2 u.S.C. SS 437g(a) (4) (5) and 437g(a) (12)(A),
unless you notify the Comission 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 Paul
aReyes, the staff member assigned to this matter, at (202) 523-

4000.

WV John Warren IMcGarry
~Chairman

Enclosures
General Counsel's Factual and Legal Analysis
Procedures
Designation of Counsel Statement
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'be Uationbal Conservative Political Action Comittee amd ..

Lef . Notes. as treasrer, violated 2 U.S.C. S 441a(f) b:i,

accepting contributions from individuals in 1964 made in eoessI

of the liit of 2 U.S.C. S 44la(a) (1) (C).

lVa5UAL IU WA ANALYSIS

section 441a(f) of Title 2, United States Code, provides

that mo political coinittee shall knowingly accept contributions

in violation of the Act's limitations.

Section 441a(a) (1) (C), of Title 2, United States Code, "no

person shall make contributions to any political comittee in any

calendar year, which in the aggregate, exceed $5,O00."

According to information referred to the Office of General

Counsel from the Commission's Reports Analysis Division (RBAD')

NCPAC received contributions in excess of the allowable

limitation from six (6) individuals.

The excessive contributions were disposed of by refund, or

reattribution to the original contributor's spouse.

NCPAC received an RFAI or IN from RMD concerning excessives

each month in 1984. On January 9, 1985, NCPAC's treasurer called
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RAD to complain about receiving an R I every month when he had

already explained that NCPAC does not know about its receipt of

excessives until the end of each month when' its computer vendor

runs a printout of its receipts just prior to filing its monthly

report. Then, according to the treasurer, NCAPC takes steps to

remedy the matter.

The Office of General Counsel continues to believe that

NCPAC's "batch" updating of contributions at the end of each

month rather than "on-lineu updating of its receipts on a daily

,n basis is not sufficient for it to meet the requirements of

o 1 C.F.R. S 103.3(b). That section requires that contributions

which appear to be illegal must, within 10 days be returned or

deposited and reported. In the instant matter, all six

contributions were apparently illegal since each was for an

~amount over $5,000. The refunds of reattributions were in every

~instance well over the ten day limitation ranging from 35 days to

~107 days.

As indicated herein, NCPAC took action on the excessive

contributions it received, but its operating system simply does

not allow it to take that action within the time frame required

by the Act. Therefore, the General Counsel recommended that the

Commission find there is reason to believe that NCPAC and Leif E.

Noren, as treasurer, violated 2 U.S.C. S 441a(f).
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cbryton o,m rep ,0 1se
Co.isi. seati~ng onJuly 1, 198,

the Federal .Election -
y certify that the Cor-

mision decided by a vote of 5-0 to tehe the following; actions i~n
BAD Referral 85L.-21:

1. Find reason to believe.that NCJPAC and Leif E.
Noren, as treasurer, violated 2 U.s.c. S 441a(f).

2. Draft a revised Legal and Factual Analysis to
reflect the reaon to believe find relates to
the six individuals whose contributions were
in excess of the allowable limi~tation.

Comissioners Aikens, Elliott, Harris, McGarry, and Reiche voted

affirmatively in this matter. Coissioner McDonald did not cast

a vote.

Attest :

Record g. Secretary
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MTE T ::,:: A,.ND ' .: W NW-ii:; REFERRAL NO. *

RESPONDENTB' MbS *ti@. I Irvat ive Poli tical Action

LOU 3. :, Treasurer

CHECKE, D: C~ittee b1iotI
BA Deferral 83L-34

CHECKED: None

33AT10 OF -
Based on information obtained in the ordinary course of its

supervisory responsibilities under the Federal Election Campaign

Act of 1971, as mended, (the eActw), the Reports Analysis

Division (eRAD') of the Federal Election Commission (the

"Commissione) referred this matter to the Office of General

Counsel on May 10, 1985. The referral vas received in the Office

of General Counsel on May 13, 1985.

SW8ARY OF ALGTIONS

The National Conservative Political Action Committee and

Leif E. Noren, as treasurer, violated 2 U.S.C. S 441a(f) by

accepti~ng contributions from individuals in 1984 made in excess

of the limit of 2 U.S.C. S 441a(a) (1)(C) vhich aggregated in the

amount of $52,860.50.
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provides that nh person 'shall sake contributions to any

political citee in any calendar year, which in the aggregate,

exceed $5,@O00,.

According to lAD's Referral, NICPAC received contributions

o totaling $52,660.50 in excess of the allowable limitation from 30

individuals. Soe apparent violations, according to the

Referral, were transferred to NCPAC's state election fund (wSEr )

.. within 30 days. This Office's review of the Referral materials

.r indicates that the excessive contributions were disposed of by

Crefund, transfer, or in three instances reattribution to the

F original contributor's spouse, in an average of 36 days.

However, 40-60 days is the more representative time frame seen in

the respondent's reports included in the Referral materials. The

average excessive contribution is approximately $938. This

average includes only 4 contributors who gave in excess of $1,000

over the $5,000 limit of section 441a (a) (l)(C) . The rest are

generally well under that amount, typically in the $25-500 range.

NCPAC received an RFAI or IN from R&D concerning excessives

each month in 1984. On January 9, 1985, NCPAC's treasurer called

R&D to complain about receiving an RFAI every month when he had



already explained that UC?& does a know about itSre ceipt .-E

ezoessives until the end of each m~ntb when its computer emdr-

runs a printout of it. receipts lut prior to filing its montki

r eport. Then, according to the treasurer, UCP takes steps to

remedy the matter.

This matter is virtually identical to R&DReferral 83L-'34

involving excessive contributions received by ElCPAC in 1962. In

DAD Referral 83L-34 RCPAC was referred for receiving $30,290 in

apparent excessive contributions. UCPAC had initiated corrective

~measures with respect to $28,840 prior to notification from P&D.

The Commission declined to open a matter under review.

In both 83L-34 and the instant referral, R&D noted that

__ NCPAC had recently been referred for possible audit under

~2 U.S.C. $ 438(b). The Commission declined to institute audits.

~The only apparent difference between the instant matter and 83L-

r 34 is that here three contributions were reattributed to the

contributors' spouses. In one such instance a copy of the

spouse's written authorization was included in the Referral. The

excess amount involved in the other two instances totals

$1,042.50. This Office recommends that no action be taken as to

these reattributions in view of the relatively small amount

involved.

The Office of General Counsel continues to believe that

NCPAC's *batch" updating of contributions at the end of each

month rather than *on-line" updating of its receipts on a daily
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report.•. . .*

As indicated herein, UCPAC. took action on the excessive

not allow it to take that aioo within the tie fram required

by the Act. Therefore, the General Cwnal recoiends that the

Commission find there is reason to believe that UCPAC and

Leif B., Noren, as treasurer, violated 2 U.S.C. S 441a(f).

1. Open a NUR.

2. Find reason to believe that NCPAC and Leif H. Noren, as
treasurer, violated 2 U.S.C. S 441a(f).

3. Approve and send the attached proposed letter and Legal and
Factual Analysis.

Charle . Steele /

Attachments

RAD Referral
Proposed Letter and Factual and Legal Analysis

0

Cr



TO

OwnXCz Or

ANALYST:

National ConsegCoinittee *
Leif Noren• Tre
1001 Prince Stri
Alexandria• VA

STATUTE: 2 U.S.C. 544:

Iptof Excessive Contributi

Wbeli National Conservative !..." disclosed approximate~
ezo give contributions from thirty (8
caa year 1984 (Attachments 2 t

@*y, SCIAC either refunded th ....i
tramaf erred the latter to its Stat.
53').

'4! i

k ~m*1vi1 •m,

ttee

IS~~4wa1 during
3),). Za most

ye ~nts, or
an Puod (N~PAC

Requests for Additional Xnforastips and InformationalNotices were sent to NCPAC on the following dates concerning
the receipt of apparent excessive contributions:

Report

1984 March Monthly1984 Apr il Monthly
1L984 May Monthly
1984 June Monthly
3984 July Monthly
1984 August Monthly
1984 September Monthly
1984 October Monthly

-19*4 12 Day Pre-General
19*4 30 Day Post-General
1984 Tear End

Date of Notice
June 20, 1984 (Attachment 32)
June 20, 1984 (Attachment 33)
July 13,• 1964 (Attachment 34)
August 22, 1984 (Attachment 35)
September 5, 31984 (Attaent 36)
October 11, 39*4 (AttaIet 37)
October 11, 194 (Attahet 36)
November 21, )9*$4 (Athet39)

Februay 2?, :1915 (&t s t 42)

On January 9, 1985, NCPAC's treasurer, Leif. Noren,contacted the analyst in the Reprt Analysis Division
regarding the notices sent for the ecestve cotributions
(Attachment 43). Mr. Noren sae hedid not knw hy he
cotinued to receive the notices ,ith after mnth. He

em
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