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ION COMMISSION

hi ttee, Inc.

Re: MUR 224}

Mondale for President
Committee, Inc., and
Michael 8. Berman, As
Treasurer '

§5 43 (h) (2) (I), 434(b) (3) (F), 441a(b) (1) m. as
d by 2 U.8.C. § 44la(c), and § 44la(f), provisions of the
| Blection Campaign Act of 1971, as amended; 26 U.S5.C.
a), a provision of Chapter 96 of Title 26 of the U.S.
# 11 C.F.R. $S 104.3(a) (3) (ix), 104.3(a) (4) (v), 106.2(a),
110.8(a) (1), 110.9(a), and 9035.1(a) of Commission

ugmtim

mrdingly. the file has been closed in this matter, and it
will become a part of the public record within thirty days.
However, 2 U.8.C. § 437g(a) (4) (B) prohibits any information
derived in connection with any conciliation attempt from becoming

public without the written consent of the respondents 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.

netl c:mml

Enclosure
Conciliation Agreement
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ﬂunﬂnlo Eor Presidqht»*;, i T

Canitton, Ino.:;}
’iﬂml 8. Ilmn' s ;
A 'L'nuuror

The Commission found :ealon to helievo thnt the nondale £o~i
President cOnnittee. Inc.. and liﬁhltl B Bezaan, as tt.llﬂ!ﬁt‘>
("the Respondents®) kut-a 2 v, s.c. § ﬂh(b} (1) (A), as
adjusted by 2 U.S. c.‘s 44la(c), § t41a(f), '26 U.S.C. § 9035(!)'
and 11 C.P.R. §§ 106.2(a), 106. 2(6). 110 8(a) (1), 110. 9(!):
9035.1(a) by making expenditures in excess of the overall
expenditure limitation and the state expenditure limitations for
Iowa, Maine, and New Hampshire; 2 U.S.C. §§ 434(b) (2) (I) and
434(b) (3) (F) and 11 C.F.R. §§ 104.3(a) (3)(ix) and 104.3(a) {4) (v)
for not reporting and itemizing certain refunds: and rebates; and
2 U.S.C. § 441a(f) and 11 C.P.R. § 110.9(a) for accepting
contributions in excess of the contribution limitation of
2 U.S.C. § 441a(a)(1)(A).

NOW, THEREFORE, the Commission and the Respondents, having
participated in informal methods of conciliation prior to a
finding of probable cause to believe pursuant to 11 C.F.R.

§ 111.18(d), do hereby agree as follows:




the uondai‘é tcu.-
3. Walter |

receive -atching'pGYlents putiulnt to‘:ﬁ 0 s.c. s 9033.

4. The ove:all etpenditurc linitation for the campaign for
nomination for the office of Presidont !or a caadidate who
established his eligibility for natching pay-enta in the 1984
election cycle was 320 200,000 00.

S. The sute upﬂaﬂm unit-um t‘ex mh cnpaign in




exceeded the conuiauuoa umuuou oﬁ 20.8.C. 8 '_quaw (1) (A)
by a total amount of' $102,853 00.

10. Section llla(f) of Title 2 and 11 C.F. R. $ 110 9(a)
state that no committee shall knowingly accept any conpribution
or make any expenditure in viol#tion of Section;441a.

11. Section 441la(b) (1) (A) of Title 2 and 11 C.P.R.

§ 110.8(a) (1) state that no candidate for the office of President
who is eligible to receive matching payments may make
expenditures in excess of $10,000,000 in the case of'a-canpaign
for nomination for election to such officc. ezcept the aggregate
of expenditures in any one state shau unl: ozcua the gteat.ct of
16 cents nultxplied by the voting age popnlatlon ot the state o:v
$200,000. Section 44la(c) of Title 2 and 11 C.F.R. § 110.9(c)
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in tht cannun-: ]

the cmndtﬁn ;_iig:dtions ot 2 u.s.c. ! lilttb! (I

13._ mum 106 Z(a) of cuu!uion ughlatim pm
the alloeitiou a! c:ponditutul with :eapnct ta a plttie la
state. l-ation 106. 2(&) of coqliaaion roqnantionl proviki.w
the roportlng ot such allocatcd cxpenditnrcl. e

4. Saction 434(b) (2) (I) of Title 2 aud 11 C.l.l. 5
S 104.3(&)(3)(1:) provide for the teporting of thc wotll nlbunt
of refunds, tohat.;. and other offsets to expenditures. auctian
434(b) (3) (F) of Title 2 and 11 C.F.R. § 104.3(a) (4) (v) provide
for the identification of each person who provides a refund,
rebate, or other offset to operating expenditures in an aggregate
amount or value in exces of $200 in the calendar year, together
with the date and amount of such receipt.

15. Section 44la(a) (1) (A) of Title 2 provides that no
individual shall make contributions to any candidate and his
authorized committees with respect to any election for PFederal
office which, in the aggregate, exceed $1,000. Section
44la(a) (6) of Title 2 states that this limitation applies
separately with respect to each election except that all
elections held in any calendar year for the office of President
of the United States (except a general election for such office)

shall be considered to be one election.




3 Ranpondcutl will puy a clvil lﬂhlltr'to the l!dizal
Election Commission in the amount of sixty-elght‘thousand dollars

($68,000.00) , pursuant to 2 U.8.C. § 437g(a) (5)(A).

Xs The Commission, on request of anyone filing a complaint
under 2 U.S5.C. § 437g(a) (1) concerning matters at issue herein or
on its own motion, may review compliance with this agreement. If
the Commission believes that this agreement or aﬁy‘tigl@tilbnt
thereof hao been violttnd. it may instltut- a eivil actton tor
relief in the United Staten Dilttjct couttfgat thc Dilttlct-ﬁﬁ;
c:;lulblaw




General Counsel

FOR THE RESPONDENTS:

Deputy General Counsel
Mondale for President Committee, Inc.
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1, llnrjori. p mnt.

Election Cmilliun, do hn f

Raport signed Decet

Send the proposed ww-r to 4

as recommended in the General Coun:
Report signed Deccnbor 16, 190,;yf

3. Close the file.

Commissoinets Aikens, Elliott, Josefiak, McDonald,

McGarry and Thomas voted affirmatively for this decision.
Attest:
LR - /18-8¢

Date ﬁ’ Marjorie W. Emmons
Secretary of the Commission

Received in Office of Commission Secretary: Tues., 12-16-86,
Circulated on 48 hour tally basis: . Tues. , 12-16-86,
Deadline for vote: Thurs., 12-18-86,




tc: thn CO-niaaion Meeting of

Open Session

Closed Session

CIRCULATIONS

48 Hour Tally Vote
Sensitive
Non-Sensitive

24 Hour No Objection
Sensitive
Non-Sensitive

Information
Sensitive
Non-Sensitive

Other

DISTRIBUTION

Conpliancc"

Audit uattéts
Litigation

Closed MUR Letters
Status Sheets
Advisory Opinions

Other (s.@_diattibution
below)




2. Send the‘prbpdicd‘lette:.to the-;espondeﬁtn.
3. Close the file. |
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General Counsel

Attachments
l. Signed Conciliation Agreement
2. Proposed Letter to Respondents
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*“jn-unqcon. D.C. 20463

Charles N. Steele

General Counsel

FPederal Election Commission
”9 3 sm‘t' ‘Q'.

MUR 2241

e

Dear Mr. Steele:
Enclosed you will find a signed copy of tll-

| Conciliation Agreement proposed by the C‘.o-.'l.uion in

the above-referenced matter. The only

by the Committee was the insertion of "As" h‘fbr.
“Treasurexr” in the caption of the case. Upon
receipt of notification that the Commission has
signed the Agreement, we will formally notify you
that the Committee does not intend to dispute the
initial repayment determination and that the =
Committee intends to withdraw its appeal in =)
for President v. FEC, No. 85-1338 (D.C. circu-. Fa:

It is our understanding from our discussions with
your staff concerning this agreement that the Addendum
to the Primary Audit Report does not contain any
additional compliance referrals or repayment requests.
Further, it is our understanding that the staff and
Commission will make every effort to send the Addendum
to the Primary Audit Report and the General Election
Audit Report and Addendum to the Committee as soon
as possible.

Thank you very much for your prompt response to
our request for conciliation concerning these matters.

Sincerely,

Carolz . 01

Deputy General connul

Paid for by Mondsle for President, Inc. <@~
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In the lutttt;f-bt 3

Mondale for nuidcutfﬁ'f"‘ e e

_Michael S, Berman,

A ﬂ.llﬁ!!t

; Cﬂlﬂ!ﬁ!l!!ﬂl Illllllll

This neuz was 1uitiatod by t.ho Monl ‘Election Commission
("the Commission®), pursuant to gucomgtgn ascertained in the
normal course of car-fy!ng’ out its supervisory responsibilities.
The Commission found reason to believe that the Mondale for
President cbnﬁittoo. Inc., and Michael 8. Berman, as treasurer
("the Respondents®) violated 2 u.#.c,«s 441a(b) (1) (A), as
adjusted by 2 U.8.C. § 44la(c), § d4la(f), 26 U.S.C. § 9035(a),
and 11 C.F.R. S§ 106.2(a), 106.2(d), 110.8(a) (1), 110.9(a), and
9035.1(a) by making expenditures in excess of the overall
expenditure limitation and the state expenditure limitations for
Iova, Maine, and New Hampshire; 2 U.S.C. $$ 434(b) (2) (I) and
434(b) (3) (P) and 11 C.P.R. 8§ 104.3(a) (3) (ix) and 104.3(a) (4) (V)
for not reporting and itemizing certain refunds and rebates; and
2 U.8.C. § 441a(f) and 11 C.P.R. § 110.9(a) for accepting
contributions in excess of the contribution limitation of
2 U.S.C. § 44la(a)(1)(A).

NOW, THEREFORE, the Commission and the Respondents, having
participated in informal methods of conciliation prior to a
finding of probable cause to believe pursuant to 11 C.P.R.
$ 111.18(d), do hereby agree as follows:




demonstrate t
IIXI. The
with the Comm
] l. Thei
7 is the principal
a candidate for m ; *tion ¢
President of tﬁh-ﬂiﬁﬁiﬂ”!&;ﬁenig ‘ihd”

2. The Wnt n.gch-:oi"'._'S';" Berman is the treasurer of
the Mondale for uuidut Committee, Inc.

3. Waltef.f. Mondale ‘lfibliihed'hil'Qllgibility to

Iv.

! et'tu‘. InC.,
da. e, wvho was

receive matching payments pursuant to 26 U.8.C. § 9033.

4. The overall expenditure limitation for the campaign for

Q7D40~’s23.f;

nomination for the office of President for a candidate who

established his eligibility for matching payments in the 1984
election cycle was $20,2060,000.00.
S. The state expenditure limitations for such campaign in )
the 1984 election cycle were $684,537.50 for Iowa; $404,000.00 r
for Maine; and $404,000.00 for Wew ‘Mlu. }
6. The examination and audit of the Respondent Committee
pursuant to 26 U.8.C. § 9038(a) determined that the Committee had




t:!hlnc: and $12
1. The Re Jen xpe
' to Iowa, Maine, nnﬂ lhv lalpnhltc and haa not to,ﬂtt.d luch
additional .nmtm " |
8. The unlutlm and audit dcutnimd that hﬁl
Respondents did nnt :cport 42 cefunds -ad :cbneos hotllinq
$43,859.52 and did not ttonl:e 32 :e!uuﬂa and rebates totaling
‘43 482.09. ‘
| 9. The examination and audit determined that the
Respondents had accepted contributions from 303 individuals that

-
Bl
™
o~

exceeded the contribution limitation of 2 U.8.C. § 441la(a) (1) (A)

’
3

by a total amount of $102,853.00.
10. Section 44la(f) of Title 2 and 11 C.P.R. § 110.9(a)
state that no committee shall knowingly accept any contribution

or make any expenditure in violation of Section 44la.

R7N040

11. Section 44la(b) (1) (A) of Title 2 and 11 C.PF.R.
$ 110.8(a) (1) state that no candidate for the office of President
who is eligible to receive matching payments may make
expenditures in excess of $10,000,000 in the case of a campaign
for nomination for election to such office, except the aggregate
of expenditures in any one state shall not exceed the greater of
16 cents multiplied by the voting age population of the state or
$200,000. Section 44la(c) of Title 2 and 11 C.FP.R. § 110.9(c)




‘iaiQProvido !ot thldlﬂﬁﬂltﬁ'“t °‘ ““"{1"‘t"ta“'.b‘..d - ch.“".

in the Consumer rtleo !na¢:¢ o
12. SCceion ’ﬂas(l) Of fltll 2‘ lﬂd 11 C.'.lo ’ 9035. l(i)

'.tato that no eanaliit. or hls ‘or her nuthor!lcd do-nittcetl)
 shall knowingly iucut qunli!icd cllpalqn expe | £
| the expenditure liﬁltltionl of 2 0.8 .c. ] Allatb)(l)th).“'?

13. Section 106.2(.) of co-nis-&nn-rcgulationu provides for

~ the allocation of c:ycudituros uith to-pnct to a particular
state. Section 101.2(6) of cou-ission t-gulaeions provides tor
the reporting of anch allocated expenditures.

14. Section 434(b) (2) (I) of Title 2 and 11 C.PF.R.
$ 104.3(a) (3) (iz) provide for the :opb:t!ng of the total amount
of refunds, rebates, and other offsets to expenditures. Section
434(b) (3) (P) of Title 2 and 11 C.P.R. § 104.3(a) (4) (v) provide
for the identification of each person who provides a refund,
rebate, or other offset to operating expenditures in an aggregate
amount or value in exces of $200 in the calendar year, together
with the date and amount of such receipt.

15. Section 44la(a) (1) (A) of Title 2 provides that no
individual shall make contributions to any candidate and his
authorized committees with respect to any election for Pederal
office which, in the aggregate, exceed $1,000. Section
441la(a) (6) of Title 2 states that this limitation applies
separately with respect to each election except that all
elections held in any calendar year for the office of President

of the United States (except a general election for such office)

&

shall be considered to be one election.
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by 2 u.s.c. s «uicl. u vtohuou olﬂ’ :

g 9038a), . and u. ;.i. ss uo.uau"

vi. mwﬂcuts did not prmtl.y 11
expenditures with respect to Iowa, Naine, and
violation of :u,c_.jl.l. $$ 106.2(a) and 10

VII. Bespondents did not report and i " all refunds and
rebates in violation of 2 U.S.C. $$ mm (3 n and
434(b) (3)(P), and 11 C.F.R. $S 104.3(a) m tul a
104.3(a) (4)-(v) . S

VIII. Respondents accepted contr 1but‘t¢'ﬁ;-i-: "‘i.gl"f?tmu of the
contribution limitation of 2 U.S.C. § 44la(a) (1) (A) in violation
of 2 U.8.C. § 44la(f) and 11 C.F.R. § 110.9(a).

IX. Respondents will pay a civil pemalty to the Pederal
Election Commission in the amocunt of sixty-eight thousand dollars
($68,000.00) , pursuant to 2 U.8.C. § 437g(a) (S)(A).

X. The Commission, on request of anyone filing a complaint
under 2 U.S.C. § 437g(a) (1) concerning matters at issue herein or
on its own motion, may reviev compliance with this agreement. 1If
the Commission believes that this agreement or any thuitucnt
thereof has been violated, it may institute a civil action for
relief in the Umited States District Court for the District of




. or agr«-nnt. either wri.tm or oral.

-odc by omhor parey br hy ngmt- of oith.r puty thlt is not
contained in this u':l.tm Wnt shall be vaud.

FOR THE CWISSION :

Charles N. Steele
General Counsel

FOR THE RESPONDENTS:

a/

(o) t
Deputy General Counsel
Mondale for President Committee, Inc.

M ,/ ,,f/

Date




:LECTION COMMISSION
D.C..20463

Re: MUR 2241
Mondale for Ptoatdiut
Committee, Inc., and
Michael S. Berlln. ‘AS
Treasurer

Dcnr !l. OIIFhUn&z

On "--‘ "+ 1986, the Commission accepted the
concillitianflgt%jltnt signed by you in settlement of violations
of 2 U.S.C. !{h)(:)(l). 434(b) (3) (F), 44la(b) (1) (A), as

‘bY 2 U, « § 44la(c), and § 44la(f), provisions of the

@
e
o
N

' lupllgn Act of 1971, as amended; 26 U.S.C.
§ 9035(a), a ptovlcion of Chapter 96 of Title 26 of the U.S.
Code; and 11 C.F.R. 8§ 104.3(a) (3) (ix), 104.3(a) (4) (v), 106.2(a),
106.2(d), 110.8(a)(1), 110.9(a), and 9035.1(a) of Commission
regulations.

Accordingly, the file has been closed in this matter, and it
will become a part of the public record within thirty days.
However, 2 U.8.C. § 437g(a) (4) (B) prohibits any information
derived in connection with any conciliation attempt from becoming
public without the written consent of the respondents and the
Commission. Should you wish any such information to become part
of the public record, please advise us in writing.

87040 5

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

Sincerely,

Charles N. Steele
General Counsel

Enclosure
Conciliation Agreement

A7onctnrns 2



e
j ﬁg,
 &¢3;
m
~N
-
ﬁ,Cﬁ
-
C
~
o

tee, Inc.

RE: MOUR 2241

Committee, ‘Inc.
Michael S. Ber
treasurer

: Jfg_tho Pederal Election Oﬂlh4
18 taason to believe the | ie
ne., and you, as treasurot. vit&;tcd.

=tdjﬁat.d by 2 ©. . , ons of the
Pederal lloction CInpl "Act of 1971, as amended ("the Act®);

26 U.S.C. § 9035(a), a pvision of Chapter 96 of Title 26 of the
U.8. Code; and 11 C.PF. $ 104.3(a) (3) (ix), 104.3(a) (4) (V),
106.2(a), 106.2(4), 11 a) (1), 110.9(a), and 9035.1(a) of
Commission regulations. 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 and the committee. You may
subait any factual or legal materials which you believe are
relevant to the Commission's consideration of this matter.

Please submit any such materials within fifteen days of your
receipt of this letter. Statements should be submitted under

oath.

Requests for extensions of time will not be routinely
granted. Requests must be made in writing at least five days
prior to the due date of the response and specific good cause
must be demonstrated. In addition, the Office of Gensral Counsel
is not authoriszed to give extensions beyond 20 days.




’illél\ul 5. Berssn

please advise the Commission by mpleting the e
stating the name, address and telephone n 9
and a statement authorizing such ; -
notifications and othct mnicatim lrcn :M !

The investigation now boal.n be co!
in accordance with 2 U.S.C. §§ 431“:) m (®) mts 37 m tx‘n m.
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 eulntslion'n Proce ures for
handling possible violations of the Act. e

At your r st, the Commission also datnu.ln-d on :
November 18, 1986, to enter into negotiations direcced tm:dl
reaching a conciliation agreement in settlement of this matter
prior to a finding of probable cause to believe. Iiﬁlou.d i! a
conciliation agreement that the Commission has ove
settlement of this matter. If you agree with tbc=wggwﬁliﬁnl of
the enclosed agreement, please sign and returnm it, along with the
civil penalty, to the Commission. In light of the fact that
conciliation negotiations, prior to a finding of probibh cause
to believe, are limited to a maximum of 30 days, you
respond to this notification as soon as possible.

S ROV S e | (T g Y R

If you have any questions regarding this matter or any
questions or suggestions for changes in the agreement, of if you
wish to arrange a meeting in connection with a mutually
satisfactory conciliation agreement, please contact George
Rishel, the attorney assigned to this matter, at (202) 376-5690.

Sincerely,

D Qhe..

oan D. Aikens
Chairman

o
P
<
o
o~
(V.o
o
T
c
~
«

Enclosures
General Counsel’'s Pactual and Legal Analysis
Procedures
Designation of Counsel Statement
Conciliation Agreement
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and 11 C.F.R. §§ 106. zta). 106. 2(6), 110. 8(&)(1). llod’(l)l
9035.1(a) by making ozponditntes in excess of the overall

expenditure limitation and the state expenditure limitations for
Iowa, Maine, and New Hampshire; 2 U.S.C. §§ 434(b) (2) (I) and
434(b) (3) (F) and 11 C.P.R. §§ 104.3(a) (3) (ix) and 104.3(a) (4) (v)
for not reporting and itemizing certain refunds and rebates; and
2 U.S.C. § 441a(f) and 11 C.F.R. § 110.9(a) for accepting
contributions in excess of the contribution limitation of
2 U.S.C. § 44l1a(a) (1) (a).

NOW, THEREFORE, the Commission and the Respondents, having
participated in informal methods of conciliation prior to a

finding of probable cause to believe pursuant to 11 C.F.R.

§ 111.18(d), do hereby agree as follows:




and cho lubj.ﬂt"ﬂ
thn otﬁoct of ai
g ¢379ta)tc)tnxti

: "fnttlhave h-d a teaeonnhle opportunity to
demonstrate that ﬁo lctton uhould be takon.in this matter.
IXII. The Roapanﬂ-ntu ente: veluntatily 1nto this agrcc-nnt
with the countsszon. )

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

1. The Reapaﬁﬁont Mondale for chnlﬂcﬁt co-n1ttco,1Ine.,
is the principal campaign committee of Walter F. Mondale, who was

a candidate for nomination for election to the office of

2306 2

President of the United States in the 1984 election cycle.

2. The Respohdent Michael S. Berman is the treasurer of
the Mondale for President Committee, Inc.

B Walter F. Mondale established his eligibility to
receive matching payments pursuant to 26 U.S.C. § 9033.

R 70404

4. The overall expenditure limitation for the campaign for
nomination for the office of President for a candidate who
established his eligibility for matching payments in the 1984
election cycle was $20,200,000.00.

5% The state expenditure limitations for such campaign in
the 1984 election cycle were $684,537.50 for Iowa; $404,000.00
for Maine; and $404,000.00 for New Hampshire.

6. The examination and audit of the Respondent Committee
pursuant to 26 U.S.C. § 9038(a) determined that the Committee had
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to Iowa, Maine, a
additional allocat
| 8. The
Respondents did not
$43,859.52 and Aid
$43,482.09. ‘ i e

9. The exuim:lon and mn «mutma that th
Respondents had accopted contributions from 303 indli!‘udls that
exceeded the contribution limitation of 2 U.S.C. § 44la(a) (1) (A)
by a total amount of $102,853.00. |

10. Section 44la(f) of Title 2 and 11 C.F.R. § 110.9(a)
state that no committee shall knowingly accept any contribution
or make any expenditure in violati§n of Section 44la.

11. Section 44la(b) (1) (A) of Title 2 and 11 C.F.R.
§ 110.8(a) (1) state that no candidate for the office of President
who is eligible to receive matching payments may make
expenditures in excess of $10,000,000 in the case of a campaign
for nomination for election to such office, except the agqregate
of expenditures in any one state shall not excéed the greater of
16 cents multiplied by the voting age population 6£ the state or
$200,000. Section 44la(c) of Title 2 and 11 C.F.R. § 110.9(c)




e utund-, ub&teo, ana: othe: onuu to czpcndttm«- Sndtidn
434(b) (3) (F) of Title 2 and 11 C.F.R. ! 10!.3!:)(‘1(?) ptpvidc
for the identification of each person who provides a :efund.
rebate, or other offset to operating expenditures in an aggregate
amount or value in exces of $200 in the calendar year, together
with the date and amount of such receipt.

15. Section 44la(a) (1) (A) of Title 2 provides that no

individual shall make contributions to any candidate and his

-
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™
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c
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authorized committees with respect to any election for Federal
office which, in the aggregate, exceed $1,000. Section
441a(a) (6) of Title 2 states that this limitation applies
separately with respect to each election except that all
elections held in any calendar year for the office of President
of the United States (except a general election for such office)

shall be considered to be one election.




N
S »©
: [ =
o

N

v

cC

T

(=

~

o«

cxpona!turu with' ttncet to Im, mtm. M‘M
violation of 11 c.?. "'ss ws.zm and ms.m'

vII. Rnpondcnu did not report and u;g;tn 'llil
rebates in violltion of 2 v.s.C. ss 434(5)(1)(!) lﬁd~
434(6) (3) (1), and 11 C.F.R. §8 206.3(a) (3) (12) ani
104.3(a) (4) (v). | s

VIII. Respondents accepted contributions in execiiuéiuthe
contribution limitation of 2 U.S.C. § 44la(a) (1) (A) in violation
of 2 U.5.C. § 44la(f) and 11 C.F.R. § 110.9(a).

IX. Respondents will pay a civil penalty to the Pederal
Election Commission in the amount of sixty-eight thousand dollars
($68,000.00), pursuant to 2 U.S.C. § 437g(a) (5)(A).

X. The Commission, on request of anyone filing a complaint
under 2 U.S.C. § 437g(a) (1) concerning matters at issue herein or
on its own motion, may review compliance with this agreement. If
the Commission believes that this agreement or any requirement
thereof has been violated, it may institute a civil action for
relief in the United States District Court for the Dinttiét of
Columbia. |




v'inplenant the teduit--ntu contllnod iu this tgra.-
_nntt!y'thn CO-ntllhon. ’
| 'xIII; This COnelllltion Agrc-uent aon-tltutcn tht cnttte

aqrolntnt betvecn ehn p.rtien on tho nﬂttoz tailcd herein, and no

othor statement, pmontse. or agrceaent. eithe: written or oral,
‘made by either pt:ty or by agentl-o! either party, that is not
eonttinad in this written agteenent -hall be valid.

FOR THE COMMISSION:

Charles N. Steele
General Counsel

FOR THE RESPONDENTS:

(Name)
(Position)




10 '6 7

e
.

2

R71N0405

I. The uondalc for Prosident co-nittté,'lnc.. ("the Co-nittuo')_-

nade c:p.ndltnzos on h-halt of the ca-pnign of Uhltcr F. Hnndala
for nonlnation for election to the o!tlec of. Dtonident of the
United Stntun-which exceeded the ovuraxl agpcndltu:o limitation
in violation'of 2U.8.C. § Glla(b)(ll(n). as adjusted by 2 q-SaCo
S 441.(¢)..an¢‘2 u.8.C. s'441@(:), ¢§¢“2s,n;sgc..s 9035(a), and
11 C.F.R. $§ 110.8(a) (1), 110.9(a), and 9035.1(a).

The respondent Committee made expendl;utes on behalf of the
campaign of Walter F. Mondale for nomination for election to the
office of President which exceeded the state expenditure
limitations in Iowa, Maine, and New Hampshire in violation of
2 U.S.C. § 44la(b) (1) (A), as adjusted by 2 U.S.C. § 44la(c),

2 U.S.C. § 441a(f), and 26 U.S.C. § 9035(a), and 11 C.F.R.
§§ 110.8(a) (1), 110.9(a), and 9035.1(a).

II. The respondent Committee did not report the receipt of
$43,859.52 in refunds and rebates in violation of 2 U.S.C.

§ 434(b) (2)(X) and 11 C.P.R. § 104.3(a) (3) (ix) and d4id not
itemize $43,482.09 in refunds and rebates in violation of

2 U.S.C. § 434(b) (3)(F) and 11 C.F.R. § 104.3(a) (4) (v).
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wiltei‘r.-nbhdi__ !tlad his stttzaeut of Candidacy with the

Commission on Januaty 3. 1383. as’ a ctnﬂldate for nonlnation for

~ the office of President of the United Stat:l. He designated the

Mondale for President Cointttad. Ine., {‘the Committee®) as his
principal campaign eo-littce. According to its Statement of
Organization, Hichlel 8. Berman, iplthﬁjcbniittee's treaﬂure;.
Mr. Mondale established his gltéibllity tur matching paynehts
pursuant to 26 U.S.C. § 9033 on April 14, 1983. The Commission
certified his eligibility for such payments on December 15, 1983.
1. Expenditure Limitations

The Federal Election Campaign Act of 1981, as amended ("the
Act® or “"the Campaign Act") provides that "[n]o candidate or
political committee shall knowingly...make any expenditure in

violation of the provisions of this section.” 2 U.S.C.

o § 44la(f); see 11 C.F.R. § 110.9(a). The Act states that no

candidate for the office of President who is eligible to receive
matching payments may make expenditures in excess of $10,000,000
in the case of a campaign for nomination for election to such
office, except the aggregate of expenditures in any one state
shall not exceed the greater of 16 cents multiplied by the voting
age population of the state or $200,000. 2 U.S.C.




"8 4!1'(5)(1)(l)t luc 11 c.r. Qﬁ! 110.3(¢)(1)-  The Act ditibﬁi

' the certification of the voting age population in each stats.

,"‘2 | ."i.c.‘ ulatlh m 11 e.r.a. $ 110, S(ﬂ. it turthu f'

-‘,providoc for adjustment of hoth the otarcll expenditure |

o lluigation of 610 06&,500 nad the !ndtvﬂdual ntato oxptnﬂitn:e
limitations based on changel 1n the Consumer Price Index.
2 u.s.c. § 44la(c); see 11 C.P.R. § 110. 9(c).= rurthor-oro. the
Presidential Ptilaty uatchinq Payment Account Act ("the Hatehlng
Payment Act") and Commission regulations provide that no
candidate or his or her authorized committee(s) shall knowingly
incur qualifigd campaign expenses in excess of the expenditure
limitations of 2 U.S.C. § 44la(b) (1) (A). 26 U.S.C. § 9035(a);
11 C.F.R. § 9035.1(a).

o
)
o )
T
N

The overall expenditure limitation for 1984 presidential

“

primary candidates who were eligible for matching payments was

1/ The Act further provides that the Commission shall prescribe
rules for attributing expenditures by presidential candidates to
particular states for purposes of the state expenditure
limitations. 2 U.S.C. § 44la(g). The Commission's rules for
such allocations are set out at 11 C.F.R. §§ 106.2(a), (b), and
(c). These rules also require the reporting of these expenditure
allocations. 11 C.F.R. § 106.2(d). They further require the
authorized committees to keep records of all assumptions for
these allocations. 11 C.F.R. § 106.2(e). Commission regulations
under the Matching Payment Act also require candidates receiving
matching funds to allocate expenditures in accordance with

11 C.F.R. § 106.2. 11 C.F.R. § 9035.1(b). The regulations
further set out allocation procedures for expenditures with
respect to the overall expenditure limitation. See generally,

11 C.F.R. §§ 100.8(b) (15) and (21), 106.2(c), 9034.6, 9034.7,
9034.8, and 9035.1(c).

87040
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set at szo.zen,ooo. _The qu-ttj
”lnpbrt repo:tod totui tuptiﬁ&ﬁiJ

to thq ov-:all exp-nditut._lttltatlnn.
of the Committes d.znw-in.c tn;ei3”;“““'
the expenditures subject to thc{ove alljf
totll»allocated txpenditu:ts-t9“$2ﬂ,71 } _ $78.904 -84 in

';brlug thc'

elﬂ.ll of the ovorull oxponciturc 1£-1t ion.”™
The state oxpondit&re lllltltiont #qr v!ﬂl'ﬂrnuideutial
primary candidaten uho were eligible for’nltebing“payncnts vere
set for these statcs as tollowo: : 4 s '
Iowa Maine ; uow Eﬂﬂbﬁllro
$684,537.50 $404,000.00 $404,000.00
The Committee's amended 1984 Year End Report teported the
following amounts of expenditures allocated to these states:
Iowa naihe Rew Haapshitg
$679,988.94 $389,420.59 $470.863.17§/

2/ This amount does not include expenditures made by any Mondale
delegate committee. See Conciliation Agreement in MUR 1704.

3/ The Committee's 1986 July Quarterly Report discloses allocated
expenditures to Iowa of $687,720.05 and to New Hampshire of
$472,134.48. PFurthermore, neither the figure for New Hampshire
in the 1984 Year End Report nor the one in the 1986 July
Quarterly Report includes amounts spent by any Mondale delegate
committee. The Conciliation Agreement in MUR 1704 specified an
additional amount of expenditures totaling $92,975.73, which, for
the purpose of settling that matter, was treated as applicable to
New Hampshire. The Committee repaid $29,640.00 to the U.S.
Treasury with respect to these expenditures as part of its
settlement of the matter.
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AeGOtdingly. thln»Oftieo :ecnnnend- thlt the COnniaslum £ind
realbn ta helievg t.he lumt £oz Pruident c::nittu. Im.; and
Michael S. Bernan. ua q;onture:,‘violated 2 U.8.C.

s dlla(b)(li(l). aS‘ldeIted by 2 U.8.C. § 44la(c), § 441&(!1;
and 26 U.S.C. § 9035{a), and 11 C.F.R. §§ 106 2(a), 106.2(4d),
110.8(a) (1), 110.9(&); and 9035.1(a).

II. Reporting of ggfggds and Rebates

The Act and regulations provide that each report filed by a
political committee shall disclose for the reporting period and
calendar year, the total amount of refunds, rebates and other
offsets to expenditures. l2 U.S.C. § 434(b) (2)(I); 11 C.F.R.

§ 104.3(a)(3)(ix). The Act and regulations also require that
each report shall disclose the identification of each person who
provides a rebate, refund, or other offset to operating
expenditures to the reporting committee in an aggregate amount or
value in excess of $200 within the calendar year, together with
the date and amount of such receipt. 2 U.S.C. § 434(b) (3) (P);

11 C.F.R. §104.3(a) (4) (v).
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1983-84 and hud not lt-ltIQQ 32‘:0!!&6! nnﬁ :ehutol totalin.
9. The Committee lq:dtd in its Iovc-bor 18, 1985,

"renpunbo'to tha zntnrtn nuate lnpozt to au.na its reports to
,tncludt these itcnn. The Coulittoc tiled these amendments noarly

tiv. nontha later on Aprll 16, 19!6. Tho reporting of thoa.
rcecipts was to thcrconntttee : bcn@tit uince they reauccd the
amount of the Committee' sfe:peaditu:ea subject to linitatien.

‘These unreported items do, however, include: (1) a $28,456.13 tax

refund_teéeived on‘beceiber 20, 1983; (2)”£oui'insutance and
parking refunds ieceiied in 1984 on Jannaty ist and 15th and
Pebruary lst and ISth‘tn amounts of $2,349, $2,276, $2,211.50,
and $2,353 respectively; and (3) 22 refunds from 8 vendors
totaling $2,423.14, all received on August 9, 1984.

Accordingly, this Office recommends that the Commission find
reason to believe the Mondale for President Committee, Inc., and
Michael S. Berman, as treasurer, violated 2 U.S.C.

§§ 434(b) (2) (I) and 434(b) (3) (F) and 11 C.F.R. §§ 104.3(a) (3) (ix)
and 104.3(a) (4) (v).

III. Contributions in Excess of Limitation

The Act and regulations provide that no individual shall
make contributions to any candidate and his authorized committees
with respect to any election for Federal office which, in the
aggregate, exceed $1,000. 2 U.S.C. § 44la(a)(l)(A); 11 C.F.R.

§ 110.1(a) (1). The Act and regulations state that this
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-ragulatlonl ‘further

cd{thu shall knwiui;y'}'mopt nuy contr i.buuon in violution of
tho ptovlsiona of thtl agéilca. ‘2 v.8.C. l Cill(t)t 11 c.r.k.

L 110 9(a). !hul. tht cbnnattoannq-ptohibit-d from knovingly
accepting cont:ibutions cqon any 1nﬁividua1 uhteh in the

‘aggregate exceodqh $1, 000. '7-w’ . :f‘!t.

The exunlnution and audit detcrnlned that the COIlittoe ‘had
received excoas!vu contrihuticnl from 303 lhﬂtvlduall. in uhich
the excessive alount of such conttxbutions totaled $102,853. The
Committee did not, within a reasonable time, refund or otherwise
permissibly dispose of the excessive amounts of these
contributions.

In a March 1984 response to a request for additional
information from the Reports Analysis Division, the Commjittee
explained its treatment of apparent excessive contributions. It
noted that a refund was made if the Committee could determine
that the contributor's spouse had also given the maximum
allowable contribution. If this were not the case, the Committee
sent a letter to the contributor requesting the attribution of

the excessive amount to the contributor's spouse. An affidavit




z,l-eond 1ottcr.. No. :dtundu,u-tl sent hoFi ’Lwidunll who aba* 4
be rcachti by phonc or ﬁhﬁ had not - :cnpbndtd; d”the nailiuﬂbxyf;f
 After the o-tablishucne ot a s.pntatc-gnnernl election

eo-pliance tund. thc Committee's letters to contributors nhe -adu
apparent cxceasive contributlona requested that the conttibutor

authorize the transtcr ot ‘the excessive amount to the genl!al

election legal and accounting compliance fund. The letter
included an affidavit to authorize the transfer. Upon receiving
a signed affidavitg the Committee withdrew the amount from its

307 4

depository and deposited it into the compliance fund's account.

2

The Committee reported the amount as a refund 6n its reports and

4

as a contribution on the compliance fund's reports. If the

contributor requested a refund, one was made. If no response was
received to the first letter, a second letter was sent and an

attempt was made to reach the individual by phone. No refunds

R704010

were made if the correct individual could not be reached.
a. Refunds

Commission regulations provide that where a committee

receives a contribution which appears to be illegal, it shall

within 10 days either refund the contribution or deposit and

report it. If deposited, the treasurer shall make a record
noting the basis for the appearance of illegality, include a

statement in the committee's reports noting the legality of the



.the logtlitr ﬁflch; aaat:lbntton. 11 c r.n.

~lega llﬁ_f ;  
ey 103.3 ® (2).

. The e:an!nntion and audit dltornined that the CG-ltttoe
tool an average “of 144 dlyl fro- the date of deposit to lnwt 52
tetnnﬂa of the excessive po:tlonu of contributions in a totll
amount ‘of $17, 940.  In each instance, at least 90 days elq“M  |
- between the date of deposit of the contribution and the date of
the refund of the éxceu:ive-apount. In these 1nstances..tp§ 
Committee did not make these 52 refunds within a reasdnablé time.

b. Reattributions
Commission regulations do not specifically address the

reattribution of the excessive amount of a contribution to the
contributor's spouse. The regulations recognize that both
spouses may contribute up to $1,000 to the same qandidate for the
same election even though both are from a single income family.
11 C.P.R. § 110.1(i)(1). The regulations also provide that a
contribution from more than one person shall indicate on the
written instrument, or on an accompanying statemcnt signed by all
contributors, the amount to be contributed to each contributor.
11 C.F.R. § 104.8(d). The regulations further state that, absent
evidence to the contrary, a contribution is attributed to the
last person signing the instrument prior to its delivery to the
candidate or committee. 11 C.P.R. § 104.8(c). In Advisory




“zcuttributtﬁn- to
;oontubuum u '
eomdttiona.

.lwnulct. In each

instance, more than 90 dayl'tl'v, 'f, ;m_,“"fdatt ot deposit

and the date on which a ta;tttibutiun was obtaincd The
information obtained in the audit or in the Committee'’s reports
does not indicate whether or ndt-the;Con-itteg had a reasonable
basis for concluding that these contributions were made by
married couples. Nevertheless, assuming such reattributions were
permissible in these three instances, the Committee did not
obtain the reattributions within a reasonable time.
c. Transfers to Compliance Fund

Commission regulations also do not address the transfer
of the excessive amount of primary election contributions to the
deneral election legal and accounting eqnp;i&ucevfund. The
regulations permit a major party pxeaidentialAdindidate in the
general election to establish a-legil and,accodnting compliance

fund and to accept contributions to the fund if such




compliance £ fund L“ihﬂl! tundt tqnainiﬂo 1n’ the 9‘1"‘9"1'°t1°“

account whieh&at. in excess of auy a-aunt requireé to be
itmt-hurled t15&h9~lrcntdcntia1 Primary uatehlng Paynent Aaoohﬂt
11 C.P.R. § 9003' 3(a) (1) (1) The zeguuuons also poﬂnit T
 contributions n.ﬁn ‘after the boginning of the cxpenditure r.port
period (Septenhor-l or the date of nomination, whichever‘is-
earljier) that ite designated for the primary election to be‘
deposited into this fund, subject to certain other |
qualifications. 11 C.F.R. § 9003.3(a) (1) (iii).

The Committee's transfers of the excessive portions of
primary election contributions do not represent either (1) excess
- funds remaining in the primary election account that are not
needed for matching fund repayments or (2) contributions
designated for the primary election and made after September 1 or
the date of Mr. Mondale's nomination. The amounts transferred,
however, may be treated as funds specif;cally solicited for the
compliance fund And appear to be in compliance with the Act's

limitations and prohibitions.
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aut.ho:tzing tlu tnmfnz ot tho ucnlln umml:‘ of hil at her
p:llaty tluctlon oontribution to thc 109&1 tnd lecuuntlng |
compliance f\md subjnt to a new $1, 00'0 uutaticm. The
accompanying voriticntton form provided space for the contributor
to authorisze the ttaaltor sptcitically to the e0lpltlue. fund and
to éo-pleto the contrtbutot information requitod for ropozting
purposes. As notgd;gbo!e,.the Committee rqtunded the excessive
amount if the contriﬁutor requested a refund. |

The examination and audit determined that the Committee
took an average of 158 days from the date of deposit to make 164
transfers of the excessive portions of contributions, in a total
amount of $51,034, to the compliance fund. 1In each instance,
more than 90 days elapsed between the date of deposit and the
transfer to the compliance fund. Thus, assuming the transfer of
these amounts was permissible, the Committee did not make these
164 transfers within a reasonable time.

d. Outstanding Excessive Contributions

The examination and audit also determined that the
Committee had received 84 conttibutions with excessive amounts
totaling $32,779, which remained outstanding as of December 31,
1984. Follow-up field work by the audit staff determined that
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s in MR 2241:

1. ﬁlﬂecigﬁﬁ by a vote of 6=

a) Find reason to believe the Mondale for
President Committee, Inc. and Michael
S. Berman, as treasurer, violated
2 U.S.C. § 44la(b) {1)(A), as adjusted
by 2 U.S.C. § 44la(c), S 44la(f), and
26 U.S.C. § 9035(a) and 11 C.F.R.
§§ 106.2(a), 106.2(d), 1l10.8(a) (1),
110.9(a), and § 9035.1(a).
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Find reason to believe the Mondale for
President Committee, Inc., and Michael

S. Berman, as treasurer, violated 2 U.S.C.
§S 434(b) (2) (1) and 434 (b) (3) (F) and

11 C.F.R. §§ 104.3(a) (3) (ix) and 104.3

(a) (4) (v).

="‘jcontinﬁag$.
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3. Decided by a vote of 6-0 to

a)

Enter into conciliation with the Mondale
for President Committee, Inc. and Michael
S. Berman, as treasurer, prior to a find-
ing of probable cause to believe.

Approve the proposed conciliation agree-
ment attached to the General Counsel's
report dated November 13, 1986, subject
to the amendment noted above.

(coptinued)
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otfiée of the Commission
Office of General Counse
:“ﬁvtlbnr 13, 1986

f?ﬁt-tttach.d is submitted as an
for the cunnislion Meeting of

Closed Session !Xv

CIRCULATIONS DISTRIBUTION

48 Hour Tally Vote Compliance
Sensitive
Non-Sensgitive Audit Hattg;s

24 Hour No Objection Litigation
Sensitive
Non-Sensitive Closed MUR Letters

Information Status Sheets
Sensitive
Non-Sensitive Advisory Opinions

Other (see distribution
Other P below)

SENSITIVE - CIRCULATE ON

BLUE PAPER on agenda 11-18-86

(submitted late)
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. NAMES: ﬂnndalc for Presi:
_qnd Michael S.

2‘5.8 c.
2 U.8.C.
3 ut oCo
3 ’ﬁ.ﬂ.c.

110. 1m 11) _
o
)
110.8(a) (1]
110.9(a)
9003.3(&) (1)
9035.1(a)
Opinion 1985-25

'1'1'1'1'!'1'1'!'1"'1
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Mondale for President Committee, Inc.
Reports of Receipts & Disbursements
Final Audit Report
Conciliation Agreement, MUR 1704

MUR 2072, First General Counsel‘'s Report

MUR 2154, First General Counsel's Report

None
GENERATION OI'IDI!IE

Pursuant to 26 U.S.C. § 9038(a) anﬂ~11‘c,r.n. § 9038.1, the
Commission conducted an examination and ;n&gt;ot the gualified




$ 44la(c), and 2 U.S.C. § 44la(f), and 26 0.8 .c. s 9035(

11 c.r. n,,gg 110.8(a) (1), 110.9(a), and 9035, l(a).v
The respondent Committee made expenditures on behalf o! the

3085
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campaign of Walter P. Mondale for nomination for election to the

5

9)

office of President which exceeded the state expenditure
limitations in Iowa, Maine, and New Hampshire in violation of
2 U.S.C. § 441a(b) (1) (A), as adjusted by 2 U.S.C. § 44la(c),
2 U.8.C. § 44la(f), and 26 U.S.C. § 9035(a), and 11 C.F.R.

R704

§§ 110.8(a) (1), 110.9(a), and 9035.1(a).

II. The respondent Committee did not report the receipt of
$43,859.52 in refunds and rebates in violation of 2 U.S.C.

§ 434(b)(2) (1) and 11 C.F.R. § 104.3(a) (3)(ix) and did not
itemize $43,482.09 in refunds and rebates in violation of

2 U.8.C. § 434(b)(3)(FP) and 11 C.F.R. § 104.3(a) (4) (v).

III. The respondent Committee accepted contributions from 303

individuals which in the aggregate exceeded the contribution




ltnitutlonu for .uch znaivif’axu__[ » tutaa of $102,853 1ng,'
viulatlon of 2 U.8. c. s 441m¥113‘na 11 c.r.n. § 110.9(a).

: naltor r. nondalc tll&d hil*ltlt.nnnt of Candidacy with the
Ca-nislion on January 3. 19!3, Il a ctndidate tor noainatian for
tho ottice of Ptesiaent of the United States. He designated the
'nondlle tor President cnnilttot, Inc.. ("the Committee®™) al his
pzlnclpal campaign co-nteteq. lccotding to its Statement ot :
Organization, Michael 8. iétnan; is the Committee’s treasuéér.
Mr. Mondale established his eligibtlity‘EOt matching payments
pursuant to 26 U.S.C. § 9033 on April 14, 1983. The Commission
certified his eligibility for such payments on December 15, 1983.
I. Expenditure Limitations

The Federal Election Campaign Act of 1981, as amended ("the
Act" or "the Campaign Act®) provides that "[n]Jo candidate or
political committee shall knowingly...make any expenditure in
violation of the provisions of this section.® 2 U.S.C.
§ 44la(f); see 11 C.F.R. § 110.9(a). The Act states that no
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candidate for the office of President who is eligible to receive
matching payments may make expenditures in excess of $10,000,000
in the case of a campaign for nomination for election to such
office, except the aggregate of expenditures in any one state
shall not exceed the greater of 16 cents multiplied by the voting
age population of the state or $200,000. 2 U.S.C.

§ 441la(b) (1) (A); see 11 C.F.R. § 110.8(a)(1l). The Act directs
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‘the o-rtlfication ot tho voting lqo pnpulntion in each statn.,‘

2 U. B.C. $ 441&(!): ll& 11 c.lqlg § Lﬁﬁ Sld)o lt turthot
ptowidcl for adjultl-at of both~tho ovttall c:p-uuiture

ylinitation of $10, 0&&.000 and thc 1ndivtdnll ltato c:penditutt

1iultltlonl based on changoc ln tho CQnsuan: !rice Index.
2 U.B C. s 441a(c) -e. 11 c.r.n. s 110 s(c).‘/ ru:thotnore. ‘the
Ptclidential Primary Matching Paynent Account Act ("the Matohlng'

Payment Act®) and Cbnliagion tegnlationp provide that no

candidate or his or her authorized committee(s) shall knowingly
incur qualified campaign expenses in excess of the expenditure
limitations of 2 U.S.C. § 44la(b) (1) (A). 26 U.S.C. § 9035(a);
11 C.F.R. § 9035.1(a).

The overall expenditure limitation for 1984 presidential
primary candidates who were eligible for matching payments was
set at $20,200,000. The Committee in its amended 1984 Year End
Report reported total expenditures of $20,047,673.22 as subject

1/ The Act further provides that the Commission shall prescribe
rules for attributing expenditures by presidential candidates to
particular states for purposes of the state expenditure
limitations. 2 U.S.C. § 44la(g). The Commission's rules for
such allocations are set out at 11 C.F.R. §§ 106.2(a), (b), and
(c). These rules also require the reporting of these expenditure
allocations. 11 C.F.R. § 106.2(d). They further require the
authorized committees to keep records of all assumptions for
these allocations. 11 C.F.R. § 106.2(e). Commission regulations
under the Matching Payment Act also require candidates receiving
matching funds to allocate expenditures in accordance with
11 C.F.R. § 106.2. 11 C.F.R. § 9035.1(b). The regulations
further set out allocation procedures for expenditures with
respect to the overall expenditure limitation. See generally,

11 C.F.R. §§ 100.8(b) (15) and(2l1), 106.2(c), 9034.6, 9034.7,
9034.8, and 9035.1(c).
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the expandituus tubjcet to 1 'uﬁiuuon to btlmg 4
total alloeatod :s#indttu:o__ 20, 77!@9#4.44 or #518 904 44 in
excess o! the ovurlll_itpnnﬂ‘tﬁmt lilltltiﬂn.!/

The statc axpcnditure ltltﬁhtionu fot 1904 preaidantial
primary candlaattl who vu:o oligible for matching payments were
set for these states as £ollowlt

Iowa Maine New Hamphsire

$684,537.50 $404,000.00 $404,000.00
The Committee's amended 1984 !#iiilnd Report ieported the
following amounts of expenditures allocated to these states:

Iowa Maine New Hampshire

$679,988.94 $389,420.59 $470,863.17§/

Thus, the Committee reported expenditures allocated to New
Hampshire that exceeded the eipenditure limitation for that state

by at least $66,863.17.

2/ This amount does not include expenditures made by any Mondale
delegate committee. See Conciliation Agreement in MUR 1704.

3/ The Committee's 1986 July Quarterly Report discloses allocated
expenditures to Iowa of $687,720.05 and to New Hampshire of
$472,134.48. Furthermore, neither the figure for New Hampshire
in the 1984 Year End Report nor the one in the 1986 July
Quarterly Report includes amounts spent by any Mondale delegate
committee. The Conciliation Agreement in MUR 1704 specified an
additional amount of expenditures totaling $92,975.73, which, for
the purpose of settling that matter, was treated as applicable to
New Hampshire. The Committee repaid $29,640.00 to the U.S.
Treasury with respect to these expenditures as part of its
settlement of the matter.
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an exanxnatlon ann audit o! tho AR detecrmined thtt

,,lddittonnl cxponditnttl should aluo b. allocated to these itlell.
, wha-e additional allocations broaght the total auount of
‘czpandlturo- in c:ctuu of the -tata limitations to ssoo 930.30 or
$147,363.82 to: Towa; $25,283. 50 for Maine; and §128,332.98 !o:

New Hanpshirc. _ : ’ .
Accordingly, this Office recommends that the Commission £ind
reason to believe the Mondale for President Committee, Inc., and
Michael S. Berman, as tfeaautet, violated 2 U.S.C.
§ 44la(b) (1) (A), as adjusted by 2 U.S8.C. § 44la(c), § 44la(f),
and 26 U.8.C. § 9035(a), and 11 C.F.R. §§ 106.2(a), 106.2(d),
110.8(a) (1), 110.9(a), and 9035.)(a).
II. Reporting of Refunds and Rebates
The Act and regulations provide that each report filed by a
political committee shall disclose for the reporting period and
calendar yeat, the total amount of refunds, rebates and other
offsets to expenditures. 2 U.S.C. § 434(b)(2)(I); 11 C.F.R.
§ 104.3(a) (3) (ix). The Act and regulations also require that
each report shall disclose the identification of each person who
provides a rebate, refund, or other offset to operating
expenditures to the reporting committee in an aggregate amount or
value in excess of $200 within the calendar year, together with
the date and amount of such receipt. 2 U.S.C. § 434(b) (3) (F);
11 C.F.R. §104.3(a) (4) (V).
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| renponle ‘to the Intort& Iudit luport to un-nd‘iti tiports to

include these items. fhe Counltttc fll‘d thtac annndaonts nearly
flvn ‘months later on hp:il 16. 1!36. !ho rcporting of these
:eeaipts was to the cu.litteo s hﬂn.ﬁit uiuco they reduced the
amount of the Counittoe‘s explndlturea uubject to lilitation.
These unreported items do, howtver, 1nc1ude: (1) a #28,456 13 tax
refund received on December 20, 19833 (2) four insurance and
parking refunds recoivqa_in lsaluqn Jannary'lat ‘and 15th and
Pebruary lst and 15th in amounts of $2,349, $2,276, $2,211.50,
and $2,353 respectively; and (3) 22 refunds from 8 vendors
totaling $2,423.14, all received on August 9, 1984.

Accordingly, this Office recommends that the Commission find
reason to believe the Mondale for President Committee, Inc., and
Michael S. Berman, as treasurer, violated 2 U.S.C.

§§ 434(b) (2) (1) and 434(b) (3)(F) and 11 C.F.R. §§ 104.3(a) (3) (ix)
and 104.3(a) (4) (v).

III. Contributions in Excess of Limitation

The Act and regulations provide that no individual shall
make contributions to any candidate and his authorized committees
with respect to any election for Federal office which, in the
aggregate, exceed $1,000. 2 U.S.C. § 44la(a) (1) (A); 11 C.F.R.
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2 U. 8.C. §° 441&(!)(6): 11 c. .8. ! 110 1(3)(1?3 :fﬁi?ﬂét lnd__‘
regulations further previdn th;t no eandiﬂltn o: pulitical
committee shall knowingly‘accept auy cuntribﬁtlonatn vinﬁhttun o!
the provisions cf this -oction. 2 u.s.c. s Gfll(f)t 11 ¢-?il-

§ 110.9(a). Thus, the COHnatto. was p:ahibitcd from. knovinglg
accepting contributions !ron any individual whieh 1n bhe l
aggregate exceeded $1, ooo. : ‘ : .

The examination and audit determined that the Co-aittee haa
received excessive contributions from 303 individuals, in which
the excessive amount of such contributions totaled $102,853. The
Committee did not, within a reasonable time, refund or otheiwise
permissibly dispose of the excessive amounts of these
contributions.”

In a March 1984 response to a request for additional

information from the Reports Analysis Division, the Committee
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‘tht ixccs.tn amount to the contributér's spouse. Ar atﬂdavlt
’!o: the second contributnx'n*slgnltut_ i s sed with tht

1.tter. Ihnre the cnlnittee did net'iudh&vc a response within a

_:.asonable time, it !ollound up vlth tlthi: a phone call or a

second 1otter. No retunda were uﬂut‘bo 1ndividuals wh coulﬁ not

be teachtd by phone or who had not zhspondea to the mailings.

See pagcp.lpzea of the attachnonts..hf;y

Aftet‘ﬁhe.establiehnent of\a idﬁiiatg general election
compliance fund, the Committee's letters to contributors who made
apparent excessive contributions requested that the contributor
authorize the transfer of the excessive amount to the general
election legal and accounting compliance fund. The letter
included an affidavit to authorize the transfer. Upon receiving
a signed affidavit, the Committee withdrew the amount from its
depository and deposited it into the compliance fund's account.
The Committee reported the amount as a refund on its reports and
as a contribution on the compliance fund's reports. If the
contributor requested a refund, one was made. If no response was
received to the first letter, a second letter was sent and an

attempt was made to reach the individual by phone. No refunds
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within 10 Gayl cit&lt .;u!m | 'tﬂbumn or. ﬁmut-..m |
report it.  1If dtrosltaﬁ; tbolﬁt_Eﬂ;riz thlll lnto i'roﬂbtd 4
noting the basis for the amamm'of. fllegality, include a
statement in the cmittn's “port- noting the leqnity of. the
contribution is &nﬁqptation. and iahe hla or hcr belt ot!o:tl to
determine the mgu;ey of the contribﬁtton. Nnewm
§ 103. 3(b)(1).; Qh-n.n contribution clnnot ‘be detetniaoa to be
legal, refunds Ihnll be made within a ttuaonable time. 11 C.P.R.
§ 103.3(b) (2).

The examination and audit determined that the Committee
took an average of 144 days from the date of deposit to make 52
refunds of the excessive portions of contributions in a total
amount of $17,940. 1In each instance, at least 90 days elapsed
between the date of deposit of the contribution and the date of
the refund of the excessive amount. 1In these instances, the
Committee did not make these 52 refunds within a reasonable time.

b. Reattributions

Commission regulations do not specifically address the
reattribution of the excessive amount of a contribution to the

contributor's spouse. The regulations recognize that both
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"‘f?tn on thl

or on an a g Btz _ . ligmdhyln
eontzihutou. thc amunt to be lmmgbntqd to mls contributor.
11 c.i'.n. 5 10&.!(!3. The rmntiw Eunhor nute that, abnnt
oviaonea to the mtuty. a oom:tihutton u tttttbuted to the
laut person llgnlng ‘the inlttuubnt ptlor to 1ts dulivety to the
candidate or eonlittae. 11 c.r.n. § 104.8(c). In Advisory
Opinion 1985-25 (illued labctquont to the - roaétributions by the
Committee), the Cpqnilsion,thnltteﬂea ce-nittec to obtain
reattributions to spouses of the excessive portions of
contributions in limited circumstances and subject to certain
conditions. One of these conditions was that the committee must
have a “"reasonable basis®™ for concluding that the contribution
was made by a married couple.

The examination and audit determined that the Committee

took an average of 103 days from the date of deposit to obtain 3
reattributions of the excessive portions of contributions, in a
total amount of $1,100, to the contributors' spouses. In each
instance, more than 90 days elapsed between the date of deposit
and the date on which a reattribution was obtained. The
information obtained in the audit or in the Committee's reports

does not indicate whether or not the Committee had a reasonable
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!Dhtlillibl. injthtl.»fhtt.gihiﬁlﬂﬂ'l, tht Odlﬂittlﬂ did not
: ohtuin thq :tattrlbutions vithln a rt&:onablo tino.
c. !r ‘ mpliance Fu
| CE-hiiilhn.:ogﬁldtiﬁﬁi l1ao do not address the transfer

ot‘the c:dcsiivp qlnhnt of p;liﬁ;y election contributions to the
«gpneral‘eléction lqéll and accounting compliance fund. The
:cgulations petnit-i major party presidential candidate.ln the
general election to establish a legal and accounting conpliance
fund and to accept contributions to the fund if such
contributions are received and disbursed in accordance with the
regulations. 11 C.F.R. § 9003.3(a)(1)({). Contributions to the
fund are subject to the limitations and prohibitions of 11 C.F.R.
Parts 110, 114, and 115. 11 C.F.R. § 9003.3(a) (1) (i) (B).

All solicitations to this fund shall clearly state that
such contributions are being solicited for the fund. 11 C.F.R.
§ 9003.3(a) (1) (i) (A). The regulations permit the transfer to the
compliance fund of those funds remaining in the primary election
account which are in excess of any amount required to be
reimbursed to the Presidential Primary Matching Payment Account.
11 C.F.R. § 9003.3(a) (1) (ii). The regulations also permit
contributions made after the beginning of the expenditure report
period (September 1 or the date of nomination, whichever is

earlier) that are designated for the primary election to be
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however, may be trcatcd L ! ¢ -pociticallgwnolicited for tho
compliance fund and lpﬁ.tt to hc in cpupﬂiann- with thc nct's
limitations and prohibl_ianna : :

In its tclpqnac tO‘Ghe July 1&&4 :equoct fron tht
Reports Analysis Divinion. the caluittoe ptovlded a na.ple capy
of the letter sent to contributors relating to these transfers to
the compliance fund. The letter specificaliy asked the
contributor to assist the general election campaign by
authorizing the transfer of the excessive amount of his or her
primary election contribution to the legal and accounting
compliance fund subject to a new $1,000 limitation. The
accompanying verification form provided space for the contributor
to authorize the transfer specifically to the compliance fund and
to complete the contributor information required for reporting
purposes. See pages 190-1 of the attachments. As notedvabove,
the Committee refunded the excessive amount if the contributor

requested a refund.
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1984. Follow-up fieldunrk by tha auaitliﬂﬁf ‘db, '-inidlthat the
Committee had disposed of the excessive pontLOna of 66
contributions and that 18 instances totaltpg‘ﬁs.ssz remained
outstanding at that time. Nevertheless, in each of these 84
instances, the Committee did not part with the excessive portions
of these contributions within a reasonable time.

Accordingly, this Office recommends that the Commission
find reason to believe the Mondale for President Committee, Inc.,

and Michael S. Berman, as treasurer, violated 2 U.S.C. § 44la(f)

and 11 C.F.R. § 110.9(a).
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violated 2 oﬁs.c.. ‘i41a(b)(l)(n). as adjugteﬁ by 2 U.S.C.
§ 44la(c), § 44la(f), and 26 U.S.C. § 9035(a) and 11 C.F.R.
§§ 106.2(a), 106. 2(&). 110. 6(!)(1), 110.9(a), and

§ 9035.1(a).

Find reason to believe the Mondale for President
Committee, Inc., and Michael S. Berman, as treasurer,
violated 2 U.S.C. §S§ 434(b)(2)(I) and 434(b)(3) (P) and
11 C.P.R. §§ 104.3(&)(3)(1:) and 104, 3(&)(4)(v).

Find reason to bﬂli;ye thi-ubndala fﬁt‘?x.sld‘nt




Approve the atéachoaf7 

Approve and send the t'
analysis.

‘J}&J(‘RW

Date

Attachments

General Counsgel's ractnnl
Propcsed Conciliation Agr
Referral document

Excepts from committee reapbuut
Letter from Respondents =
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COMMISSION |

RE: MUR 2241 @
Mondale for, President
Committee, ‘Inc. and
Michael S. nozuiua as
treasurer

ﬁ.l:-lr. Berman:
On ' _the Federal Election Commission

' determined that 8 reason to believe the Mondale for
;?tccldent Col : nc., and you, as treasurer, violated

et

434(b) (3) (F), 44la(b) (L) (A), as

_juutea by z, ¢c), and § 44la(f), provisions of the

‘!bdctll tltctioaaA i Act of 1971, as amended ("the Act®);

26 U.S.C. § 9035(a), a provision of Chapter 96 of Title 26 of the
U.S. Code; and 11 C. o 8% 104.3(a) (3) (ix), 104.3(a) (4) (V),
106.2(a), 106.2(d), 110.8(a) (1), 110.9(a), and 9035.1(a) of
Commission regulations. 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 and the committee. You may
submit any factual or legal materials which you believe are
relevant to the Commission’'s consideration of this matter.

Please submit any such materials within fifteen days of your
tec;ipt of this letter. Statements should be submitted under
oath.

Requests for extensions of time will not be routinely
granted. Requests must be made in writing at least five days
prior to the due date of the response and specific good cause
nust be demonstrated. In addition, the Office of General Counsel
is not authorized to give extensions beyond 20 days.




 iokee) 8. Berman
iichael 8.

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

The investigation now being conducted will be confidential
in accordance with 2 U.8.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. PFor your information, we have
attached a brief description of the Commission's procedures for
handling possible violations of the Act.

] :
At your request, the Commission also determined on ,

s 198 , to enter into negotiations directed towards
reaching a conciliation agreement in settlement of this matter
prior to a finding of probable cause to believe. BEnclosed is a
conciliation agreement that the Commission has approved in
settlement of this matter. If you agree with the provisions of
the enclosed agreement, please sign and return it, along with the
civil penalty, to the Commission. In light of the fact that
conciliation negotiations, prior to a finding of probable cause
to believe, are limited to a maximum of 30 days, you should
respond to this notification as soon as possible.

If you have any questions regarding this matter or any
questions or suggestions for changes in the agreement, of if you
wish to arrange a meeting in connection with a mutually
satisfactory conciliation agreement, please contact George
Rishel, the attorney assigned to this matter, at (202) 376-5690.

Sincerely,

<
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~
- o

Joan D. Aikens
Chairman

Enclosures
General Counsel's Pactual and Legal Analysis
Procedures
Designation of Counsel Statement
Conciliation Agreement




Rlﬂ’ﬁ.u.lﬂﬁ Mondale for ""i‘."
‘Michael S. m'

I. The Mondale for President Committee, Inc., ("the Committee®)
made expenditures on behalf of the c-ﬁitjnzo! Walter P. Mondale
for nomination for election to the office of President of the
United States which exceeded the overall expenditure limitation
in violation of 2 U.S8.C. s'uu(b) (1) (A), as adjusted by 2 U.8.C.
§ 44la(c), and 2 U.8.C. § 441a(f), and 26 U.8.C. § 9035(a), and
11 C.F.R. §§ 110.8(a)(1), 110.9(a), and 9035.1(a).

The respondent Committee made expenditures on behalf of the
campaign of Walter P. Mondale for nomination for election to the
office of President which exceeded the state expenditure
limitations in Iowa, Maine, and New Hampshire in violation of
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2 U.8S.C. § 441a(b) (1) (A), as adjusted by 2 U.8.C. § 44l1a(c),
2 U.S.C. § 441a(f), and 26 U.S.C. § 9035(a), and 11 C.F.R.
§§ 110.8(a) (1), 110.9(a), and 9035.1(a).

II. The respondent Committee did not report the receipt of
$43,859.52 in refunds and rebates in violation of 2 U.S.C.
§ 434(b) (2)(I) and 11 C.P.R. § 104.3(a) (3) (ix) and 4id not
itemize $43,482.09 in refunds and rebates in violation of

2 U.8S.C. § 434(b) (3)(F) and 11 C.P.R. § 104.3(a) (4) (v).

drmbema L &




: It!. The rcapondcut Colnltt.lxiccnptld nnnttibution- from 3&3
inalﬂduns which in the ugggmto sxceeded the contribution
lﬁlitattoua for luch 1ndlvldul1$ b:_l ﬁutllgo! $102,853 in ‘
vislation of 2 v.8.C. § «um ana C.ER. § 110.9(a).

Walter P. Mondale filed his Stltll-nt of Candidacy with the
Commission on Jannaty 3 1903. as a candidato for nomination for
the office of President of the United ltltl: He designated the
Mondale for President CQ-nittco, Inc., ('tho Committee”) as his
principal campaign committee. According to its Statement of
Organization, Michael S. Berman, is thUQQolnfttee'. treasurer.
Mr. Mondale established his eligibility for matching payments
pursuant to 26 U.S.C. § 9033 on April 14; 19683. The Commission
certified his eligibility for such payments on December 15, 1983.

I. Expendjiture Limitations
The Pederal Election Campaign Act of 1981, as amended ("the

e

S Bt S Hlan

Act® or "the Campaign Act") provides that "[n]o candidate or
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political committee shall knowingly...make any expenditure in
violation of the provisions of this section.® 2 U.S.C.

§ 44la(f); see 11 C.FP.R. § 110.9(a). The Act states that no
candidate for the office of President who is eligible to receive
matching payments may make expenditures in excess of $10,000,000
in the case of a campaign for nomination for election to such
office, except the aggregate of expenditures in any one state
shall not exceed the greater of 16 cents multiplied by the voting
age population of the state or $200,000. 2 U.S.C.
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$ 441a(b) (1) (A); see 11 C.P.R. § 110.8(a) (1). The Aot directs
the cottuieation of the voting age popnnuon {in each statc. 4
2 u.$ .Cc. 8 «hm; see 11 c.r.n. s no.sm. It further
providu for adjustment of both the mn.u ‘expenditure
limitation of $10,000,000 and the lndlvid-ll state oxpondituto
ltnitations based on changes in the Couaun-x Price Index.
2 U.8.C. § 44la(c); see 11 C.F.R. § 110.9{:).1/ Purthermore, thc
Presidential Primary Matching Payment Acoount Act ("the natching
Payment Act®) and Commission regulations provide that no
candidate or his or her autho:isod.co-tttoccl) shall knowingly
incur qualified campaign expenses in excess of the expenditure
limitations of 2 U.8.C. § 44la(b) (1) (A). 26 U.8.C. § 9035(a);
11 C.F.R. § 9035.1(a).

The overall expenditure limitation for 1984 presidential
primary candidates who were eligible for matching payments was

1/ The Act further provides that the Commission shall prescribe
rules for attributing expenditures by presidential candidates to
particular states for purposes of the state expenditure
limitations. 2 U.8.C. § 44la(g). The Commission's rules for
such allocations are set out at 11 C.P.R. 8§ 106.2(a), (b), and
(c). These rules also require the reporting of these expenditure
allocations. 11 C.P.R. § 106.2(d). They further require the
authorized committees to keep records of all assumptions for
these allocations. 11 C.P.R. § 106.2(e). Commission regulations
under the Matching Payment Act also require candidates receiving
matching funds to allocate expenditures in accordance with

11 C.F.R. § 106.2. 11 C.F.R. § 9035.1(b). The regulations
further set out allocation procedures for expenditures with
respect to the overall expenditure limitation. See generally,

11 C.P.R. §§ 100.8(b) (15) and (21), 106.2(c), 9034.6, 9034.7,
9034.8, and 9035.1(c).




set at $20,200,000, The Comnittee in its amended 1984 !h‘tfinﬂi
Report reported total oupiadituztl of $20,047,673.22 -s_-ubu-¢£ '
to the overall cxpindltutn linitat&nn. An ouuniuatlon’lai T
of the co-um dot-utma thlt djutnnu -mm be -
the upmditm:u suhjut to m mzau 1imitation to bt;lnl. th. |
total allocated le.nﬂltutcn to $20,778,904. 44 or 351‘.!04.4‘ in
excess of the overall o:p.nditu:o lilitatiop.:/

The state expcnaltuto lindtntioua for 5;04 ytosidonttal
primary candidagcs who were oltgihlc for matching payments were

set for these states as follows:

Iowa ‘ Maine New Hamphsire
$684,537.50  $404,000.00 $404,000.00
The Committee’'s amended 1984 Year End Report reported the
following amounts of expenditures allocated to these states:
Iowa Maine New Hampshire
$679,988.94 $389,420.59 $470,863.172/

2/ This amount does not include expenditures made by any Mondale
elegate committee. See Conciliation Agreement in MUR 1704.

3/ The Committee's 1986 July Quarterly Report discloses allocated
expenditures to Iowa of $687,720.05 and to New Hampshire of
$472,134.48. PFurthermore, neithet the figure for New Hampshire
in the 1984 Year End Report nor the one in the 1986 July
Quarterly Report includes amounts spent by any Mondale delegate
committee. The Conciliation Agreement in MUR 1704 specified an
additional amount of expenditures totaling $92,975.73, which, for
the purpose of settling that matter, was treated as applicable to
Nev Hampshire. The Committee repaid $29,640.00 to the U.S.
Treasury with respect to these expenditures as part of its
settlement of the matter.




e
E
o
e
=
%
=
~
«

excess of the state uul m'n $300,960.30 or
ul‘l 3‘3.'3 !ot tm: tzS.M 50 tor u‘h:'m 1120.332.” for

Meocdingly, thu O!no- uemaﬁl tut. thc ce-u-ion £ind
reason to believe the mm for rr«td.ut Committee, Inc., and
Michael S. Berman, as tuum:ot, viohtcd 2 u.a.c.
$ 44la(b) (1) (A), as ad:lmted,hy 2 U.S.C. § 44la(c), § 441a(f),
and 26 U.S.C. § 9035(a), and 11 C.P.R. $§ 106.2(a), 106.2(d),
110.8(a) (1), 110.9(a), and 9035.1(a).

II. Reporting of Refunds and Rebates

The Act and regulations provide that each report filed by a
political committee shall disclose for the reporting period and
calendar year, the total amount of refunds, rebates and other
offsets to expenditures. 2 U.S.C. § 434(b) (2) (I); 11 C.PF.R.
$ 104.3(a) (3) (ix). The Act and regulations also require that
each report shall disclose the identification of each person who
provides a rebate, refund, or other offset to operating
expenditures to the reporting committee in an aggregate amount or
value in excess of $200 within the calendar year, together with
the date and amount of such receipt. 2 U.8.C. § 434(b) (3)(F);
11 C.F.R. §104.3(a) (4) (V).
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. The uulnatton and audit o! ﬂu cmutu dotcnimﬂ the
it m not uportod 43 :o!nndu m ulutu totaung $43,859,.52
1963-84 und had not unind 12 ttﬁhndl m rebates to alin
$43,482.09. The conlttu ng:ud in ltl m: 18, lm
rnponn to the Interim Mit vmt to nmd itn :oportc" 3
include these items. '!Iu Oonil:tu fﬂd then amendments mny
five nohths later on Aptil 16, 1986. The reporting of thtl.
receipts was to the Committee's benefit since they reduced t&-
amount of the cO-nitteo s expenditures subject to liultaelon.
These unreported items do, hounv-r. include: (1) a $28¢45‘.13 roz
refund received on December 20, 19833 (2) four insurance lnd
parking refunds received in 1984 on January 1lst and 15th and
February lst and 15th in amounts of $2, 349, $2,276, $2,211. 50.
and $2,353 respectively; and (3) 22 refunds from 8 vendors
totaling $2,423.14, all received on August 9, 1984.

Accordingly, this Office recommends that the Commission find
reason to believe the Mondale for President Committee, Inc., and
Michael S. Berman, as treasurer, violated 2 U.S.C.

§S 434(b) (2) (I) and 434(b) (3) (P) and 11 C.P.R. §§ 104.3(a) (3) (ix)
and 104.3(a) (4) (v).
IITI. Contributions in Excess of Limitation

The Act and regulations provide that no individual shall
make contributions to any candidate and his authorized committees
with respect to any election for Pederal office which, in the
aggregate, exceed $1,000. 2 U.S.C. § 44la(a)(1l)(A); 11 C.P.R.

§ 110.1(a) (1). The Act and regulations state that this




linleatiou.appltlc lnp¢r¢ 
cxcopt that all tllctionl

2 U.8.C. § 44la(a) (6) 11 c-r-l-\‘. _ 2

rogulatiouc further provide thlt no caadieuto or politlcal
committee shall knowingly acctp@ nuy aontrtbutlon in violatlon of
the p:ovisious of this noctlon.“ 2 u.s.c. g liaa(f): 11 C.P.R.

$ 110.9(a). Thus, the Committee nn. prohlbitoa from know!ngly
accopting coantributions from any 1nﬂividual Uhlch in the

aggregate exceeded $1,000.
The examination and auattvdctqznined that the Committee had

received excessive contributions from 303 individuals, in which
the excessive amount of such contributions totaled $102,853. The
Committee 4id not, within a reasonable time, refund or otherwise
permissibly dispose of the excessive amounts of these
contributions.

In a March 1984 response to a request for additional
information from the Reports Analysis Division, the Committee
explained its treatment of apparent excessive contributions. It
noted that a refund was made if the Committee could determine
that the contributor‘'s spouse had also given the maximum
allowable contribution. If this were not the case, the Committee
sent a letter to the contributor requesting the attribution of

the excessive amount to the contributor's spouse. An affidavit




hteu?. lhoro the c«-:lttn au nnt rmivc ‘a response wuﬂﬂ"' ‘a'-'
reasonable time, it followed up with cimr a phone call or &
sscond letter. No refunds were sent to individuals who could not
be reached by phone or who had not,:ilpdnﬂid to the mailings.
After the establishment of a separate general oloctién
compliance fund, the Committee's letters to contributors who made

!
apparent excesaive contributions requested that the contributor

authorize the transfer of the excessive amount to the general
election legal and accounting compliance fund. The letter
included an affidavit to authorize the transfer. Upon receiving
a signed affidavit, the Committee withdrew the amount from its
depository and deposited it into the co-pllanéo fund's account.
The cbn-ittee reported the amount as a refund on its reports and
as a contribution on the compliance fund's reports. If the
contributor requested a refund, one was made. If no response was
received to the first letter, a second letter was sent and an
attempt was made to reach the individual by phone. No refunds
were made if the correct individual could not be reached.
a. Refunds

Commission regulations provide that wvhere a committee
receives a contribution which appears to be illegal, it shall
within 10 days either refund the contribution or deposit and
report it. If deposited, the treasurer shall make a record
noting the basis for the appearance of illegality, include a

statement in the committee's reports noting the legality of the

Y




" oontﬁbutlou h ln quntioa, uul ulu his or lm: best efforts to
'-auuu!.m the l.cgauty of tho mtzibntton. 11 c.r.n. :
] 103¢3(b) (1). When a cantribntlan cannot be determined to b-
‘legal, refunds shall be made within a reasonable time. 11 C.F.R.
$ 103.3(b) (2). ‘

The examination and audit detersined that the Committee
took an avotigo‘ét‘lii days from the date of deposit to make 52

3 )3
refunds of the excessive portions of comntriButions in a total

amount of $17,940. In each instance, at least 90 days elapsed
between the date of deposit of the contribution and the date of
the refund of the excessive amount. In these instances, the
Committee did not make these 52 refunds within a reasonable time.
b. Reattributions

Commission regulations do not specifically address the
reattribution of the excessive amount of a contribution to the
contributor's spouse. The regulations recognize that both
spouses may contribute up to $1,000 to the same candidate for the
same election even though both are from a single income family.
11 C.P.R. § 110.1(1)(1). The regulations also provide that a
contribution from more than one person shall indicate on the
written instrument, or on an accompanying statement signed by all
contributors, the amount to be contributed to each contributor.
11 C.F.R. § 104.8(d). The regulations further state that, absent
evidence to the contrary, a contribution is attributed to the
last person signing the instrument prior to its delivery to the
candidate or committee. 11 C.P.R. § 104.8(c). In Advisory




.:; ca 1905-38 tillnﬂdj ;? 7,"ta tht‘rdaztrlbution. by the
v_f_ttu). the co-ut Y tted ‘»."‘"' ttee to obtain
oA ‘ , _ _' mln_muon- of
",'L,_;'.";ﬁomtmuom in u-il:d ma uﬂ Mhat to certain
"'-"mmm One of these G t;lbm was tut the committee must
~ have a “reasonable basis® !otﬁcdncludiug tutt the contribution
 was made by a married oonp:lo. : R
The examination lnﬁ uudit dotorntgoﬂ that the Committee
took an average of 103 duy',!to- the date of deposit to obtain 3
reattributions of the excessive portions of comtributions, in a
total amount of $1,100, to‘iii éonttisntOti"bpbuscn. In each
instance, more than 90 days elapsed between the date of deposit
and the date on which a reattribution waﬁ obtained. The
information obtained in the audit or in the Committee's reports
does not indicate whether or not the Committee had a reasonable
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basis for concluding that these contributions were made by

married couples. Nevertheless, assuming such reattributions were
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permissible in these three instances, the Committee did not

obtain the reattributions within a reasonable time.

C. Transfers to Compliance Pund

Commission regulations also do not address the transfer
of the excessive amount of primary election contributions to the
general election legal and accounting compliance fund. The
regulations permit a major party presidential candidate in the
general election to establish a legal and accounting compliance

<

fund and to accept contributions to the fund if such




cont:ibutinah atl toc.lvtd -ue dtlh&tl!l &n ;i'hyl'.
tegulations. 11 C.P.R. § 9003.3(a) uun, m:lbuucnl ,
fund are lubjlct to th. liultationn aud yuohibltinnn ol 11 Gh“lw\
Parts 110, 114, and 115, 11 C.7.R.'§ 9003.3(a) Sinm. i
all lolicieutionn to thii !hnd lhall clttrly ltat- thlt 
such contributions are being lollcitcd tot tho !una. 11 c.r.n._
S 9003.3(a) (1) (1) (A). The zogulatiuna pornlt the t:ana!or to ehc
compliance fund of those funds tcnaining in tﬂL pz!-a:y election

account which are in excess of any g;nunt tpquired to be

reimbursed to the Presidential Primary Matching Payment Account.
11 C.F.R. § 9003.3(a) (1) (1i). The regulations also permit
contributions made after the beginning of the expenditure report

period (September 1 or the date of nomination, whichever is
earlier) that are designated for the primary election to be
deposited into this fund, subject to certain other
qualifications. 11 C.F.R. § 9003.3(a) (1) (1ii).

The Committee's transfers of the excessive portions of
primary election contributions do not represent either (1) excess
funds remaining in the primary election account that are not
needed for matching fund repayments or (2) contributions
designated for the primary election and made after September 1 or
the date of Mr. Mondale's nomination. The amounts transferred,
however, may be treated as funds specifically solicited for the
compliance fund and appear to be in compliance with the Act's
limitations and prohibitions.




In 1ta tnununlc to the July 1984 roquolt trun'tut
Reports analysil nlvinion. the Ch-nietco prevlcod a ntnplt eupg
of the letter sent tn oontr!bnto:l :olating to these trans!caa hn :
the compliance tund._ !ho letter specifically asked the

contributor to assist the general election campaign by

authorizing the ttann!nr of the excessive amount of his or her
prllaty election eontributlon to the legal anﬂ accounting
compliance fund subject to a new $1,000 linltation. The
accompanying verification form provided@ space for the contributor
to authorize the transfer specifically to the compliance fund and
to complete the contributor information required for reporting
purposes. As noted above, the Committee refunded the excessive
amount if the contributor requested a refund.

The examination and audit determined that the Committee
took an average of 158 days from the date of deposit to make 164
transfers of the excessive portions of contributions, in a total
amount of $51,034, to the compliance fund. In each instance,
more than 90 days elapsed between the date of deposit and the
transfer to the compliance fund. Thus, assuming the transfer of
these amounts was permissible, the Committee did not make these
164 transfers within a reasonable time.

d. Outstanding Bxcessive Contributions
The examination and audit also determined that the

Committee had received 84 contributions with excessive amounts
totaling $32,779, which remzined outstanding as of December 31,
1984. Pollow-up field work by the audit staff determined that




the ce-mgn had dlmnd .mum‘ mmm of 66
contributions and that 18 ingtances touum $9,652 :mmod
outstanding at that tilo. Neve, ‘ les - e
instances, thc cuultt« aia. m, plrt vith m om”ln porl:iom
of these contr untion within d xumﬂh tm.

Aecordiugly, this otue. recommends tlut the Co-iuion
£ind reason to bolhn the mm for ’nﬂdpnt co-itt«. Inec.,
and Michael S. Berman, as treasurer, viohtod’ﬂ n.s.c. $ 44la(f)

and 11 C.P.R. § 110.9(a).



















)RIE W. EMMONS/CHERYL A. FLEMI&G{_

dtmoaxn'zs. 1986

HUR 2241 - FIRST GENERAL COUNSEL'S REPORT
SIGNED OCTOBER 24, 1986

The above—captioned matter was received in the Office
of the Secretary of the Commission Wednesday, October 24, 1986
at 12:52 P.M. and circulated to the Commisgion on a 24-hour
no-objection basis on Monday, October 27, 1986 at 11:00 A.M.
There were no objections received in the Office of the
Secretary of the Commission to the First General Counsel's

Report at the time of the deadline.
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as indicaﬁd,hy the nm(l)

Commissioner Aikens

Commissioner Ell ioi;f 8

Commissioner Josefiak

Commissioner McDonald
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Commissioner McGarry

Commissioner Thomas

Thxs matter will be placed on the Executive Session

agenda for 'I‘uesday, November 4, 1986.
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I object to the attached report.

COMMENTS :
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DATE l6-27-%% smmmms_ga-g‘ E a.tk.n-vd

OBJECTIONS, SIGNED AND DATED, MUST BE RECEIVED IN THE COMMISSION
SECRETARY'S OFFICE NO LATER THAN THE DATE AND TIME SHOWN ABOVE
OR THE MATTER .WILL BE DEEMED APPROVED. m RETURN ONLY THIS

SHEET TO THE COMMISSION SECRETARY.

FROM THE OFFICE OF THE SECRETARY OF THE COMMISSION
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Op.n Session

Closed Session

CIRCULATIONS

48 Hour Tally Vote
Sensitive
Non-Sensitive

24 Hour No Objection
Sensitive
Non-Sensitive

Information
Sensitive
RNon-Sensitive

Other

DISTRIBUTION
} Compliance
] Audit Matters
xx Litigation
xKk
] Closed MUR Letters
{ } Status Sheets
(1] Advisory Opinions

Other (see distribution
rl below)
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INTERNAL REPORTS
CHECKED: Mondale for President Committee, Inc.
Reports of Receipts & Disbursements
Final Audit Report
Conciliation Agreement, MUR 1704
MUR 2072, First General Counsel's Report
MUR 2154, First General Counsel's Report

FEDERAL AGENCIES
CHECKED: None

GEMERATION OF MATTER
Pursuant to 26 U.S.C. § 9038(a) and 11 C.P.R. § 9038.1, the

Commission conducted an examination and audit of the qualified
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for no-hﬁtlon tol: thdehu ko “thc otﬂco of Prclldont of tho
United staten which Qlﬂ.‘ﬂi"th. evurlll exponditutc iimitation
in violation ot 2 u.n.c. g ] itll(b)(llthl, as adjultad by 2 U.8. c.
$ 44la(c), and 2 U.5.C. § 4Ala(f), and 26 '0.5.C. § 9035(a), and
11 C.F.R. §§ lb.g(alll).‘;10.9(:).‘and 9035.1(a).

The relpondunt=cb-lt£ee made expenditures on behalf of the
campaign of Walter F. Mondale for nomination for election to the
office of Ptesideht which exceeded the state expenditure
limitations in Iowa, Maine, and New Hampshire in violation of
2 U.S.C. § 44l1a(b) (1) (A), as adjusted by 2 U.S.C. § 44la(c),

2 U.S.C. § 441a(f), and 26 U.S.C. § 9035(a), and 11 C.F.R.

§§ 110.8(a) (1), 110.9(a), and 9035.1(a).

II. The respondent Committee did not report the receipt of
$43,859.52 in refunds and rebates in violation of 2 U.S.C.

§ 434(b)(2)(I) and 11 C.F.R. § 104.3(a) (3) (ix) and did not
itemize $43,482.09 in refunds and rebates in violation of

2 U.S.C. § 434(b)(3)(F) and 11 C.FP.R. § 104.3(a) (4) (v).




117, e tupondm
'1nd1vidua1l vhich 1ﬂith! e
linitution- for such lnﬁt;yﬂf%’
violation of 2 U.8.C. §

As noted in the uboviyjupnjiy'ot,hlidgitipnAQ this matter

involves complex and dltﬁiﬂdltflliuel‘hith-riihiﬁt'to the state
and overall expenditure llnttngionp,‘f!bq-i isiﬁlpyhavo raised
further questions, all of which require id&ittoﬁ;l‘teaeatch and
review. This Office is presently conducting thn ?ov1ew of these
issues. Once it is completed, this Office wiiifihke a further
report to the Commission.

Charles N. Steele
General Counsel

rence M. Noble

Deputy General Counsel
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rule that the intrx-statn long distance telephone
service is properly includable in the state
office overhead.
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Commissioners Elliott, Harris, Josefiak,
McDonald, and McGarry voted affirmatively
for the decision; Commissioner Aikens dissented.

ag;pte of 5-1 to_gggrove recommendat ion

Commissioners Aiknnl. llliﬂttc Jbloflak,
McDonald, and McGarry votes ~affirmatively
for the decision; emu?,,}.]_ er Harris dissented.

(continued)




6.

Commissioners

Document $X86-059.

Commissioners Aikens, Blliott, Harris, Josefiak,
McDonald, and McGarry voted affirmatively.

Decided by a vote of 6-0 to approve the
recommendation found on page 73 of Agenda
Document #X86-059.

Commissioners Aikens, Elliott, l!_ai'ris, Josefiak,
McDonald, and McGarry voted affirmatively.




WASHINGTON. DC 20483
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lﬂlll! Jeo ﬂﬂl!l
AUDI! DIV!'IOI

';tlchod for your consideration are gthi bject sections
Mondale for President Committee, In inal Audit Report
thibits A to D). In addition, at Atty nts 1 and 2 are the
levant sections of the Legal Analysis of the Final Audit Report
th. Committee's response to the Interim Audit Report.

For ease of reference, the pages in this agenda document
have been numbered at the bottom, beginning with the first page
of this memorandum. Also, Attachment 3 contains a Table of
Contents showing the page location of each topic in the Audit
Report Bxhibits, the Legal Analysis and the Committee's Response
to the Interim Audit Report. All page number references in this
memorandum and the Table of Contents are to the bottom page
numbers.
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Section 106.2(a) (1) of Title 11 of the Code of !i‘iiii??}ia

" Regulations seaecli :3 pa:ei that expenditures incurred hy &

candidate's author committee(s) for the purpose of

influencing the nomination of that Candidate for the office of .
President with respect to a particular State shall be allocated

to that State. An expenditure shall not necessarily be allocated
to the State in which the expenditure is incurred or paid.

In lieu of state office and advance staff checking
accounts, the Committee maintained a headquarters' draft account.
Drafts of various denominations were issued to Committee staff
for their use in making expenditures. Drafts were coded with a
cost center (State) and required the date, amount (up to the face
value) , payee name, and signature of the maker. All other
expenditures were drawn on one of several headquarters' checking
accounts.

Prom inception through Pebruary 1984, the Committee
maintained an accrual basis general ledger system. Expenses were
assigned to one of a number of Cost Centers. For example, each
state was a separate cost center. In addition, there were a
number of headquarters department cost centers such as Pinance,
Administration, Pundraising, etc. Of particular interest in the
following discussion is the Pield cost center which was provided
for the recording of field expenses not attributable to a state
limitation and the Scheduling and Advance cost center for
recording all candidate and surrogate travel. Expenses were
further assigned to an expense category such as payroll, computer
services, travel, polling, etc. To determine the amount to be
allocated to a particular State for a reporting period, a cost
center report was generated. This report summarized all expenses
for the period by cost center. To adjust these figures to a cash
basis for reporting purposes, the total of all unpaid items
recorded in the ledger and coded to a particular cost center was
subtracted. The resulting figure was then adjusted for
compliance and fundraising exemptions and posted to the FEC Porm
3P, Page 3, Allocation of Primary Expenditures By State (State
Allocation Report).

_ Beginning in March 1984, the Committee maintained a
second general ledger on a cash basis. This ledger was prepared
from the documentation which accompanied each check request. As
with the accrual general ledger, each disbursement was coded to a
coat center and expense category. To arrive at the amount
allocable to a State, the charges to a particular State cost
center were summarized. This figure was then adjusted for
salaries and taxes, which were not recorded in the cash basis
ledger, and for compliance and fundraising exemptions. The
resulting figure was then posted to the State Allocation Report.




36

3

2

R 70495

The entries in both general ledger systems were tﬁiﬁiﬂ}f ,
during the audit and, with the exception of the adjustments ;
discussed below, were found to be materially correct. Gr

The Audit staff's review of the State Allocation Repoct
as of December 31, 1984 indicated that the Committee had '
allocated expenditures totalling $676,344.28 to the Iowa
limitation of $684,537.50; $388,164.53 to the Maine limitation of
$404,000.005 and $469,699.61 to the New Hampshire linitation of
$404,000.00. In addition, the Committee's recordkeeping system
contained unpaid expenses allocable to Iowa which totalled
$8,548.40, $5,777.99 to Maine, and $10,062.78 to New Hampshire,
which would be added to these States' reported allocations when
paid. (See Pinding IIX.A.3.)

1. Specific Allocation Methods

In addition to the general allocation provisions
contained in 11 C.P.R. $ 106.2(a), 11 C.P.R § 106.2(b) (2)
provides specific zllocation methods for various categories of
expenses. The cataegories of expenses requiring adjustments to
the Committee's allocations are discussed below.

a. Media Expenditures

Section 106.2(b) (2) (1) (B) of Title 11l of the
Code of Federal Regulations thuit.l that expenditures for radio,
television and similar types of advertisements purchased in a
particular media market that covers more than one State shall be
allocated to each State in proportion to the estimated audience.
This allocation of expenditures, including any commission charged
to:kthcdputchase of broadcast media, shall be made using industry
market data.

The Committee retained the services of a
media firm located in Texas. The allocation of radio and
television broadcasts was based upon total household estimates
contained in the Arbitron Ratings Publication - 1983-1984. The
Audit staff analyzed the firm's media time charge allocations and
deternmined that the amounts allocable to Iowa, Maine, and New
Bampshire were reasonable. However, based on our review, the
Audit staff noted that the Committee had understated media
expenditures allocable to Iowa, Maine, and New Hampshire by
$20,034.00, $6,617.00, and $4,052.00, respectively. These
misstatements apparently resulted from errors made by the
Committee when recording the allocations in their automated

genoial ledger, and therefore, in the reported state allocation
totals.




In their November 18, 1985 response to tﬂ3 |
Interim Audit ort, the Committee ag:ocd to adjust thefr = '
accounting records to correct the media allocation errors noted
above -

b-W

Section 106.2(b) (2) (111) of Title 1l of the
Code of Federal Regulations states that travel and subsistence
expenditures for persons working in a State for five consecutive
days or more 2/ shall be allocated to that State in proporticn to
the amount of time spent in each State during s payroll period.

The Committee’'s files relating to travel by <
Committee staff often contained only a per diem request from an .
individual. In many cases, invoices for rental cars, hotels,

- etc., were filed under the name of the hotel or rental car agency

since charges were billed directly to cﬂaﬁn headquarters, or
were filed with the cancelled drafts, raft number, if paid by
draft. As a result, in order to determine if an individual had
been working in a State for five or more consecutive days, it was
necessary to review these files to locate hotel receipts, car
rental bills, per diem requests, etc., to establish the duration
of an individual's travel.

In addition to the travel and subsistence
expenses discussed above, a lavw firm performed various services
for the Committee during the campaign. A review of certain
billings which stated "No items for professional services are
included® showed charges for various travel, lodging, and
miscellaneocus expenses. These billings indicated that $1,814.70
for automobile rentals in Maine should be allocated to the Maine
expenditure limitation rather than to a headquarters' cost
center.

In the Interim Audit Report, the Audit staff
concluded that, based upon an analysis of the documentation
relating to travel and subsistence expenditures, an additional
$7,178.46, $19,589.89 and $7,589.65 should be allocated to Maine,
Iowa, and New Hampshire, respectively.

2/ The explanation and justification for 11 C.F.R. §
106.2(b) (2) (i) states that for purposes of determining the
length of time an individual remains in a State, the
Commission will generally look to the calendar days or any
portion thereof that that person was in a State rather than
using 24 hour periods. (See Federal Register, Vol. 48.
No.25 pg. 5225.)




Intezim Audit Repor
for errors in the
to Maine, Iowa aat
iaformation
dl tes Auvd t :
2709.48 in Iowa

ich the Committee

spportir ssented by the Audit
uuz "dou not demons : s in question were
in the states for more ‘four days nﬂ M.!c:o no state

Commi| m has nnumd no docnonngion

iduals were not in the states
indicated in rind!.ng n”"ld-‘m Mthc mn Auvdit lm:t.
Rather, in their Hovember 18, } response |
rovided a brief summary of their interpe
ocumentation provided by the Audit staff for tho 31 lndivtduau
vhose allocations thq dispute. I idecation of the 2
Comittee's comments, the Audit staff re-~ceviewed the
documentation which m as the basis for the reallocations
contained in the interim audit repoct. As a result, the travel
and subsistence adjustments contained in the interim audit report
have been reduced by $644.55 for New Bampshire (see Attachment I,
items 26 and 31), but no adjustments have been made to the Maine
or Iowa allocations. 1In the absence of additional documentation
demonstrating that the remaining individuals were not in the
states noted in the Interim Audit Report, the Audit staff
concludes that a reasonable interpretation of the documentation
available supports the allocations contained in this report.
Therefore, the Audit staff concludes that travel and subsistence
expenditures totaling $7,178.46 should be allocated to Maine,
$19,589.89 to Iowa, and :6.945 10 to New Hampshire.

Attachment I contains a listing of the 31
individuals and amount(s) in dispute, the Committee's comments
regarding the Audit staff allocations, and the Audit staff's
basis for each allocation.

Section 106.2(b) (2) (11) of Title 11 of the
Code of Pederal Regulations requires that, except for
expenditures exempted under pa::nph (c) of this section
(relating to compliance costs fundraising expenditures),




salacies paid to pouonl m n pu mu: State for !ml
consecutive days or more; advance staff, shallbe
. allocated to each State in mm: to the amount of time mne,-
in that State during a payrell m ed. £ ik

The mu suﬂ!"l rwm revealed persons
incurring expenditures in one State for five ot more eonmutm
days (see 1l.b. above). Their names wer e traced to payroll

records to determine whether the :nlatol ‘salacies and loyer
PICA or consultant fees had been IIIGOISI‘ hn tho State in which
the individuals were uorklag. ,

In addition to the ghav. adjustuents have
been made for the salaries of the Committee’s State Coordinators
for each of the three States. The Committes uqud 30% of the
salaries of such persons, stating that they were involved in
*National Policy”. However, since these coordinators were :
assigned to work in these States for extended periods of time
their salaries require allocation to the ltatll pursuant to li
C.F.R. § 106.2(b) (2) (11).

In most cases, these salaries and related
costs were coded to either the Pleld or 8ch.dulinq and Advance
headquarters®' cost centers.

Based upon this review, the Audit staff
determined that additional salaries, employer FICA, and
consultants' fees totalling $20,174.77 should be allocated to
Iowa, $17,157.14 to Maine, and 315 788.74 to New Hampshire.

In their November 18, 1985 response, the
Committee agreed to "make reallocations of $9,215.45, $2,931. 81,
and $6,085.48 to Iowa, Maine and nov'na-p-hizc, :ospectivoly.
The Committee disputed the balance of the Audit staff's salary,
FICA payment, and consulting fee reallocations for two reasons.
Pirst, the Committee disputed the allocation of $4,434.32,
$3,725.33, and $4,977.76 to Iowa, Maine, and New Bamplhiro,
rosp.ctivcly. because “the auditors®' documentation does not
demonstrate that the individuals listed were in the state more
than four days.® With respect to Iowa and New Hampshire, this
argument goes back to the Committee's interpretation of the
auditors' intra-state travel and subsistence reallocations which
were addressed in section 1l.b. above. Just as the Committee .
feels that certain individuals®' travel and subsistence oxponsol
do not require allocation to these states, they likewise do not
feel that their compensation for the same period requires
allocation. As discussed in Pinding IIXI.A.l.b., the Audit staff
made minor adjustments to its intra-state travel and subsistence
reallocations as a result of the information provided by the




Committee in response to the Interim Audit Report. It was noted
that no adjustments were made to the Iowa and Maine totals, but
- the New Nampshire travel and subsistence allocation uce
by $644.53 as can be seen at Attachment I, #'s As a0
result, the Audit staff made cor:olpondint reductions of $240.00
and $360.00, respectively, to the consulting fee reallocations

for these two individuals.

#3795, 33 8k wttg rolpcc; to Maine, the cf"itt°'i'
¢ +33 disagreement is not that -guggigg; sproper i

allocated t:avgl and subsistence uﬁ%%% e ccuuontagszn 88 not
Support travel in excess of four days. Instead, the salary,
employer FICA, and consulting fee allocations which the Committee
disputes stem from the auditors' allocation of the compensation
expenses of individuals for whom the Committee allocated travel
and subsistence expenses to Maine, but neglected to allocate the

nsation for the same period. The Comittee argues that~fgﬁgﬂ‘4'

auditors did not provide an evidence as a basis® for these
individuals' allocation. en that the basis for this
allocation was the Committee's own travel and subsistence
allocations for the individuals, the auditors d4id not provide
duplicate copies of what the Committee already had in their
possession and had properly allocated. Provided at Attachment IT
.fI th:ipaynentl in dispute and the auditors’ basis for -
allocation.

Secondly, the Committee disagreed with the
Audit staff's "reallocation of salaries in the amounts of
$6,525.00, $10,500.00 and $4,725.50 in Iowa, Maine and New
Hampshire, respectively” on the grounds "...that the key state
personnel in these states played an essential national policy
role justifying a 30 percent allocation of their salaries to
headquarters operating expenditures not subject to state °
allocation.” The Committee refers to 11 C.P.R., § 106.2(c) which
exempts national’ campaign expenditures, including staft
expenditures, from state allocation. They also cite 11 C.P.R. s
106.2(b) (2) in which they state "the Commission has...
acknowledged that many campaign staff perform an essentially
national campaign role, travelling frequently to many states.
Under thisg section, salaries...need not be allocated to a
specific-state unless those staff are in the state for five or
Bore consecutive days.” They then refer to the Explanation and
Justification which accompanied 11 C.F.R. § 106.2, in which, they
assert, the Commission *...acknowled es that there may be staff,
meetings, etc., which perform a 'national Strategy' function and
therefore need not be allocated to any state. 'While this
section sets forth the basic rule for allocating salaries, a
candidate may demonstrate that a particular individual or group
of individuals is in a state for five days or more to work on
national campaign strategy.'" - \
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The Audit staff offers the following
comments. PFirst, that section of the Explanation and - G
Justification to which the Committee refers primarily speaks to
the practical difficulties encountered in allocating the salacies
of "advance staff” personnel. Second, the general rule for
allocating salaries is quite clear in the section of the
Explanation and Justification to which the Committee refers.
This section begins, "Subsection (b) (2) (11) governs the
allocation of salaries. 1If an individual is working in a State
for four days or less, he or she will be grosunod to be workii
on national campaign strategy and not influencing the primacy in
that particular State.” Later in this same paragraph, it states: -
*If an individual works in a State for five consecutive days or
more, that individual's salary must be allocated to that State
from the date of his or her arrival.” Pinally, although the
Explanation and Justification allows for a candidate to : .
demonstrate that a particular individual or group of individuals
is "in a State for five days or more to work on national campaign
strategy”, it was not meant to provide for a "carte blanche”
national policy salary exemption for individuals assigned to
states for extended periods. On the contrary, the Explanation
and Justification ifically states that "...the Commission
e ts such exemptions to be the exception rather than the
rule”, but recognizes "that national campaign strategy meetings,
for example, may be held in a centrally located state for an
extended period of time" and would not require the allocation of
the attendants' salaries to the state in which the meeting is
held. Although the Explanation and Justification allows for
isclated salary allocation exemptions, given that the Committee
has exempted a portion of the salaries of state coordinators
assigned to states for periods of three to six months, the Audit
staff feels that the Committee has fallen far short of
demonstrating that the circumstances surrounding this group of
individuals constitute "the exception to the rule.”

Though not raised in the Committee's response
to the interim audit report, the Audit staff notes that these
salaries are eligible for a 10% compliance exemption. (11 C.P.R.
$ 106.2(c)(S)). As a result of this compliance exemption, and
the adjustments discussed above, the revised salary, employer
FICA and consulting fee reallocation in Iowa, Maine and New
Hampshire are, $18,157.29, $15,441.43, and $13,669.87
respectively.




4 2

™M
N

R7040 5

rhead expenditures of offices loca
xu a(: (2) (& r“‘ “h:;t “‘mﬁﬁiemf.
v OvVer [ '
ited to, rent, utilities, office

mu-. and telephone service base ¢ ;

-Section 106.2(c) (!) o! suu 11 of the ende .

o( Federal Regulations provides, in part, that an amount equal to
10% of salarics and overhead expenditures in a particular State
may be excluded from allocation to that sm wu exempt
compliance cost, and an additional amount equal to 10% of such
BEES SERST S NN

als res, s e on apply
within 2¢ calendar days of the primary czoazicu.

The Audit staff :wiuut the Committee's
calculation of exempt compliance and fundraising costs for
overhead expenses related to State offices. Sano the Committee
g enerally utilized the 108 exemptions provided in 11 C.F.2. §

06.2(c) (3), the analysis centered on the ition of the
overhead pool and adherence to the 28 day fundraising rule.

(1) Telephone and Utilities

In addition to telephone base service
charges, the Committee included intra-state long distance charges
in overhead. As a result, the allocation of telephone expenses
wvas understated by 208 (10% compliance and 108 fundraising) of
the amount of -the intra-state charges. Also noted was an Iowa
wvater and sewer bill which had been coded to a h arters' cost
center. As a result of these misallocations, additional charges
of $6,498.36 to Iowva, $1,109.55 to Maine, and $3,606.353 to New
Rampshire are required.
o In their response to the Interim Audit
Report, the Committee objects to the .:clusion of intra-state
tele e charges from the overhead pool, and therefore, the
dia lowance of the overhead compliance anﬂ fundraising

tions. The Committee argues that the d.tinltion of
av.z ead, which specifically includes telsphone base service
chargon, does not exclude intra-state charges since it states
that *...overhead oxpondttu:cl ‘include, but are not limited to'
the items listed...”




o

Though the definition of overhead
expenses at 11 C.P.R. § 106.2(D) (2) (iv) does not lpccittanﬁxyggj-“
exclude telephone toll calls, 11 C.F.R. § 106.2(b)(2)(v) does '
specifically address such expenses. In that section, the cost of
interstate telephone calls is excluded from allocation to any
state, while the cost of intra-state calls is specifically
required to be allocated to a state. Given that telephone =
service base charges are included in overhead, that intra-state
calls are specifically required to be allocated to a state, and
that interstate calls are exempt from allocation to any state,

the inclusion of the cost of intra-state telephone calls im
overhead is not appropriate, It is noted that, although the
regulations do not contesmplate the inclusion of the cost of
intra-state telephone calls in overhead, as with any @ fiture
wvhich may have a compliance or fundraising component, the

£2 Committee may document those ents and the resulting
<T exemption from the expenditure limitation.
e Civen the Committee's response to this
e o section of the interim aqudit report, no changes to the allocation
g have been made. ' '
~ :
(ii) nq B dit = D.
In aﬁdltlou to the expenditures noted
= above, the Audit staff reviewed other expenditures which the
> Committee charged to fundraising, thus excluding them from state
allocation. The purpose of this review was to determine whether
- any expenditures occurring within 28 days of the Iowa caucus, or
the New Hampshire and Maine primary elections, had been
~ improperly excluded from State allocation.
(.o

This review revealed that an additional
$16,2790.49 should be allocated to Iowa.

In their November 18, 1985 response to
the Interim Audit Report, the Committee argues that the 28 day
rule does not apply to the Iowa Caucus. The Committee cites
Advisorg Opinion 1979-71 which held that the 1980 Iowa Caucus was
not an "election” as defined by the Pederal Election Campaign
Act, but stated that the state expenditure limitations do apply.
The Committee notes that the Advisory Opinion does not
specifically state that the 28 day rule at 11 C.P.R. §
110.8(c) (2) remains in effect.
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Wy 0 N In addition, the Committee argues that
11 C.P.R. § 110.8(c)(2) establishes only "a cebuttable -

B  that expenditures made within that time frame are not

¥ 'aising. In this instance, MPC held the largest !_ 88
toots fundraiser--Amecica for Mondale--in history within 28 day
of the Iowa caucus. This was a nationwide fundraiser organiz
at the local level in every state. This fully rebuts the
presumption created in the regulation that the $16,270.49 was not
& genu fundraising expenditure” (emphasis in original).

As noted in the Committee's response, 1l
C.F.R. § 110.8(c) (2) states that * s £ '

ty targeted at a particular State and occurring within
1ays ore that state's primary election, convention, or gaucus
shall be presumed to be attributable to the expenditure |
limitation for that State" (emphasis added). Advisory Opinion
1979-71 does not void this regulation. That advisory opinion was
requested by a political action committee and was limited to the
issue of whether or not the Iowa caucus required the filing of
pre and post-election disclosure reports. The opinion does state
that it has no effect on the "application of the expenditure
limits to Presidential candidates eligible for matching Pederal
P& ts.” To reinforce this position, the opinion cites 11
C.F.R. § 110.8(c) and quotes from Section 1 of that regulation.
It refers to the language “"primary election, convention or
caucus.” The opinion concludes that "by referring specifically
to a convention or caucus in a State, the cited regulation means
that the State expenditure limits apply whether or not the
convention or caucus is an ‘'election' within the definitions of 2
U.8.C. § 431(a) and 11 C.F.R. § 100.6(b)." Thus, it is clear
that Advisory Opinion 1979-71 has no bearing on the application
of the 28 day rule with respect to the Iowa caucus.

The Committee appears to argue that the
presumption in the 28 day rule is rebutted by the statement that
this was a nationwide fundraiser organized in every state. The
Committee informed the auditors that a series of "House Parties”
were held at which contributions were solicited. The $16,270.49
reallocated in the Interim Audit Report represents a percentage
of overhead expenses and the salaries of persons who worked in
the State organiszing the program which occurred within 28 days of
the election. Absent documentation that this fundraising effort
wvas ongoing .in many states simultaneously rather than targeted at
a fev states at a time coincident with the primaries in those
::atol,ano adjustment to the amounts in the Interim Report have
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Section 106.2(b) (2) (vi) of Title 11 of the .

Code of Federal Regulations states that expenditures incurred for

the taking of a public opinion poll covering only one State shall
be allocated to that State.

The Committee engaged a Washington, D.C.
vendor to conduct public opinion polls. A review of copies of
the vendor's statements dated August 8, 1983 identified two
surveys, one in Iowa and one in New Hampshire, which had been
allocated to the headquarters cost center "Campaign Management"
rather than to the appropriate State. The required allocations
for these surveys are $13,500.00 to Iowa and $12,500.00 to New

Hampshire.

In response to the Interim Audit Report the
Committee agreed to "reallocate account coding errors of
$13,500.00 to Iowa and $12,500.00 to New Hampshire."

2. Other Bxpenditures Requiring Allogcation

As noted above, 11 C.P,R. § 106.2(a) (1) states
that expenditures incurred by a candidate's authorized
committee(s) for the purpose of influencing the nomination of
that candidate for the office of President with respect to a
particular State shall be allocated to that State. An
expenditure shall not necessarily be allocated to the State in
which it is incurred or paid.

a. Automobile Leasing

The Audit staff noted that the Committee
leased a number of automobiles for use by campaign workers in the
States of Iowa and New Hampshire. The duration of the leases
ranged from one to three months. The documentation supporting
these disbursements did not associate the name of a particular
staff member as the driver of a particular automobile. Shown
below are the amounts for each State.
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(1) Iowe

The Audit staff identified 5 vcndet!jzwjj
Minnesota from which automobiles were rented. These automobiles
were rented for various periods of time beginning in mid-January -
and, with the exception of one car which was arently dnnq!ul
in Iowa, were returned March 2, 1984. 3/ with the exceptios
of one vendor whose invoices did not contatn the signature of q
Committee representative, the majority of the other contracts
were signed by one of two Committee staff persons. Motations an
certain of the documents reference specific cities in Iowa or
contained ?htll.. such a® "Return of unit from Iowa® or °
Presidents' Campaign through Iowa.” All of these oxponditutcl
were allocated to Minnesota.

Based on the Audit staff's review o! thc
above mentioned documentation, it was determined that an :
additional $25,451.38 should be allocated to Iowa.

(11) New Hampshire

The Committee leased 20 automobiles tra-
a Massachusetts automobile dealer and allocated the cost to
Massachusetts. The cars were leased between the end of November
and the end of December 1983.

With three exceptions, the cars were
returned by March S, 1984. One was returned on March 7 with no
apparent explanation. Rental contracts for the remaining two
automobiles indicate that there was some difficulty in locating
thea. These automobiles were returned on March 9 and 14,
1984.4/ A majority of the documentation indicates a New
Hampshire address on the original rental contracts, and
associated documentation also notes specific cities in New
HBampshire.

The Iowa Caucus was held on Pebruary 20, 1984. The
?innesota precinct caucuses were not held until March 20,
984.

It should be noted that the New Hampshire primary was on
February 28, 1984. The Maine caucus was on March 4, 1984,
while the Massachusetts primary was March 13, 1984.
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' Based on a review of the docunontatfﬁiﬁ”~'
the entire amount of the expenses associated with the rental of =
the 20 automobiles, $31,331.71, should be allocated to New =

Bampshire.

In their response to the Interim Audit
Report, the Committee agrees to the reallocation of $5,278.87 to
New Hampshire and objects to the reallocation of $25,451.38 to
Iowa and the remaining $26,052.84 to New Hampshire. The response
also notes that the Audit staff allocated these Ninnesota and
Massachusetts expenditures to Iowa and New Hamprhire, based on
notations on rental contracts which suggested that the cars were
used in those states.

The Committee argues as follows:

*Since the cars were rented in Minnesota and Massachusetts,
the expenditure is clearly allocable to those states.

To show otherwise the auditors would have to produce proof
showing that the particular cars involved were actually

in Iowa or New Hampshire and on which days this occurred.

Evidence presented by auditors consists of rental
contracts, parking tickets and damage claims. None of
the evidence establishes that the cars were in the state
more than four consecutive days. Only one invoice, from
Clark Motors, leasing cars to the New Hampshire field
office, offers reasonable evidence that the expense

is allocable to the state.

Moreover, under the regulations, it is entirely
legitimate for these cars to be leased and used for
interstate travel and not allocated to any state. 1l C.P.R.
Section 106.2(c) (4). While the Committee allocated these
expenditures to the states in which leased, in many
instances this was not even required, because the cars
were used to transport volunteers from Minnesota to Iowa
and from Massachusetts to New Hampshire for less than
five-day periods. There were major volunteer programs
("Fritz Blitzers®") in both Minnesota and Massachusetts
designed to bring weekend volunteers to Iowa and

New Hampshire. Under the regulations, the Committee
need not have allocated those expenditures to any state.”
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e S Picst, 11 c.r.n. s 106.2(a) (1) ltat.s
: ‘ _3.f”t shall not necessarily be allocated t s

ck Q _ fture is incurred or' paid. rurthcx.,tu..w

~and Jt lication for 11 C.P.R. G.z(c) (4) cuun o
trav o Itleoﬁlians that is occasioned ok
ortation or lodging facilities will not be d«nd on-yt

‘ m Therefore, the fact that the automobiles !lltl,.
om agencies located im states other than Iowa or New
linnaulap ;q{eagitho controlling factor in the allocation of

Second, since no porlon is listed on the
rental auhtngut as the drviver of au; of these automobiles, and
since the rentals are for pericds at least 3 weeks, these

ituzes do not represent expenses for a person's travel and
subsistence while working in a state for more than four days (1l
C.P.R. § 106.2(b) (2) (111)). Rather, these expenditures are
treated as any other equipment rental and are allocable pursuant
to 11 C.F.R, § 106.2(a), which provides the general rule for
allocation. That section states that expenditures incurred by a
candidate’s authoriszed committee(s) for the purpose of
influencing the nomination of that candidate for the office of
::o:éﬂ:att::th tespect to a particular state shall be allocated

state.

Pinally, as noted above, the periods of
the rentals in relationship to primary dates and notations on
some of the documents supporting these disbursements indicate
that the automobiles were used in Iowa and New Hampshire. The
Committee has anb.itt%! no evidence that these automobiles were
used other than as the documentation indicates. Also, for the
rentals allocable to New Hampshire, the Committee has agreed to
the allocation of $5,278.84. The Committee notes that these
rental contracts lhow a New Hampshire address indicating use in
New shire. This disbursement was for the rental of 14
automobiles. Bach contract has a vehicle number shown to
identify the particular automobile rented. There is another
payment of $2,262.36 to the same automobile dealer, for the
rental of 6§ automobiles, supported by a check request form dated
the same day. However, there are no rental contracts attached to
the check request form. The Committee has not agreed to this
allocation. The remaining $23,790.51 in payments to this
automobile dealer was paid in two inatallments. This amount
represented cleaning for 20 automocbiles (6 plus 14, as noted
above), extra days rental on cars not returned at the conclusion
of the rental period, mileage beyond that provided for in the
rental agreements, and damages. A review of the documentation
supporting these payments indicates that the charges cover 20
automobiles, 19 of which are identified by vehicle number.

"
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ﬂt 19 vdu.c:l.u uontuud. 13 ar
® as having been use

Iﬂ.. were billed after the:
automob rented before the g

the Committee's headquarters
to the New Nampshire office.

Given the above, ‘
) apounts shown in the interim ¢

i m following disbur ,
- :ohm services were noted. \
ants were allccated to Iowa or New wuu.

(1) Jowe

; " s 'r:o hl;::d orgmiuttau M two ;;:dou
88 various services descr as telephone usage; office
fucnitucre and tel usage; phone bank for Mondale
jalling to Iowa; and Intra-state Watts lines in Des Moines.
enitation for these disbursements indicated that amounts
mmm $3,955.00 require allocation to Iowa.

In their November 18, 1983 response to
Im:h Audit Report, the Committee agreed to the

‘:.moutiou of this amount.

During follow-up fieldwork an additional
payment to a labor organization for phone bank use in three Iowa
cities wan notad. This payment ($4,073 on Pebruary 13, 1985) was
not previously included in amounts allocable to Iowa. The
docusentation for this expenditure indicates that the payment has
been charged to the Ion cxpondltuu limitation by the Committee.

The add!.tlon of this amount to that
discussed above produces a total of $8,028.00.

(i) Maine

PFollow-up fieldwork also identified a
January 14, 1983 ymnt of $46.89 to a Maine labor organisation
for the "Balance due on phone usage.® The payment was not
previcusly mcludcd in amounts chargeable to the Maine
expenditure limitation. The documentation indicated that the
Committae has allocated this amount to Maine.
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The m‘anuuon'- ing ehm dmmnes
amounts totalling u.m.n require allocation to Hew Mluu.

! their November 18, Ml!l response to
the Interim Audit Report, the Committee mood to the
reallocation of this me

mtm touon- uoumu candnctad :
after the Committees's response to the ht.rh Audit Report, two
adjustments were umuuu to amounts allocable to the New
Hampshice expenditure } ion for the use of Lﬂqr :
organization telephones facilities.

. The fizst was a, December 1984 t of
$56,821.95 of which the Committee allocated $51,139.76 to New
Hampshire. This amount is included in the "Amount allocated by
the Committee on FEC Porm 3P, page 3 as of December 31, 1984°
shown on the below. While ‘
researching another ture it was learned that the Committee
had made an error in their coding of this invoice. Only
$18,068.25 of this payment relates to New Hampshire. The
remainder relates to a number of other states. Therefore, the
amount chargeable to the New Hampshire expenditure limitation has
been reduced by $33,071.51.

50
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The second adjustment is a paynent of
$2,840.53 to a New Hampshire labor organization for "phone
banks.® This amount had not previously been included in
expenditures allocable to New Hampshire. The Committee
documentation for this payment indicates that the amount was
charged to the Field cost center rather than to the New Hampshire
expenditure limitation.

R7N4N10

After considering this adjustment and
the amounts which appeared in the Interim Audit Report, the
revised figure is a $25,374.36 reduction to expenditures

allocable to New aupshin.




c. Rrintins and shicping Expenditures -

The Audit staff reviewed documentation
tugsotting various expenditures to one Maryland and two Maine
vendors for the preparation of campaign materials. Invoices
contained notations such as "List for Cumberland County®,
printing services, preparation and shipping of letters, volunteer
cards, position papers, canvas sheets, Maine for Monda ‘ -
Letterhead, and Maine for Mondale Post Cards. In each cass a
specific State was referenced and the expenditure was coded to a
headguarters' cost center. :

Based on the Audit staff's review of the
-— documentation, it was determined that the Committee is required

to allocate an additional $15,403.50 to Iowa, $4,690.69 to Maine,
LA and $3,550.40 to New Hampshire. j

In their November 18, 1985 response the
o Committee agreed to reallocate the above amounts.

. 8 Mis us B nditures

The Audit staff reviewed other documents
- related to computer services, auto accident claims, clean-up
charges, and restaurant costs for a rally which were incurred in
< and/or made for the benefit of Iowa or New Hampshire. The
results of this review revealed that the Committee had allocated
= those expenditures to Headquarters, although the documentation
~ indicated the allocation should have been to a State.

o

In addition, a review of Committee allocation
worksheets indicated that the Committee had posted an incorrect
total to their worksheets for allocation to Iowa and New
Hampshire on the Pebruary, 1984 FPEC Monthly Report. As a result
of this clerical error, the Audit staff has charged an additional
$2,079.75 to the Towa limitation and reduced the amount allocated
to the New Hampshire limitation by $1,726.32.

- Based on these reviews, the Audit staff
deternined that the Committee should allocate an additional
$6,472.66 to Iowa and $4,482.24 to New Hampshire.
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In their response, the Committee agreed wit
the allocation of $6,222.66 to Iowa, and $4,361.24 to New g
Hampshire. The Committee objects to the reallocation of a
$121.00 payment to a New Hampshire restaurant and a $250.00 @
payment to a Des Moines, Iowa real estate firm. K o

In the case of the restaurant, the Committes
argues that the expense is for a lunch "paid for by Advance Staff
not in state for more than four days.”™ The restaurant vas ia;a;.
total of $1,312.50 by draft on Pebruary 21, 1984. Each draft '
referenced a rally on that date and was allocated to New Y
Hampshire %zgigg_ﬁsgeﬁgggg. These drafts are in two groups, the
first, $762.50, a e second, $550.00. The $121.00 payment is
the balance due on a restaurant bill of $671.00 against which the
$550.00 group of drafts was applied. The restaurant bill
references a luncheon while the advance person refers to the
anount owed as "food for rally.” This disbursement, though paid
by an advarce person who may not have been in the State of New
Hampshire for more than four days, is not a payment for that
perscon's travel and subsistence. Therefore, the payment is not
exempt from allocation under 11 C.P.R. § 106.2(b) (2) (11i1).

1S 2
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The Committee makes a similar argument with
respect to the payment to the real estate firm. The Committee
states that the payment was for "clean-up of a Mondale stop
related to interstate travel."

2
]

Section 106.2(c) (4) of Title 11 of the Code
of Federal Regulations exempts the cost of interstate travel from
allocation to any state. However, this payment was for cleaning,
guards, and other incidentals relating to the "Victory
Celebration®™ on February 20, 1984. Although interstate travel to

attend such a celebration may be exempt from allocation, the cost
of the event is not. ‘

R 7040

No adjustment to the allocation in the
Interim Audit Report was made as a result of the Committee's
response., However, the following amounts related to Iowa and
Maine and were identified during follow-up fieldwork. None of
these disbursements were previously included in amounts allocable
to these states.
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In Iowa a $400.00 payment for bus rental was
noted. The documentation supporting this disbursement indicated
that the trip was between two cities in Iowa.” In addition, a
$75.00 payment for "Piano rental for Mondale visit at Iowa State
Pair® was noted. Both of these disbursements were coded to the
Field cost center rather than to Iowa.

A total of $110.45 in miscellaneous
disbursements relating to Maine was identified. Of this amount,
$46.60 represents amounts reported by the Committee as charges to
the Xaine expenditure limitation for which no specific :
disbursemsent was located. The remaining $63.85 was a payment to
a Maine vendor for office supplies. .

W

These adjustments bring total
miscellaneocus expenditures to $6,947.66 in Iowa, $110.45 in Maine
and $4,482.24 in New Hampshire. i

3. D and Ob tions iring A at
a

The Audit staff determined that, as of December

31, 1984, the Committee's recordkeeping system contained unpaid
debts and obligations allccable to Iowa, Maine, and New
Hampshire. Vendor invoices supporting these outstanding debts
and obligations indicated that an additional $8,548.40 should be
allocated to Iowa, $5,777.99 to Maine, and $10,062.75 to New
Hampshire.

In the response to the Interim Audit Report, the
Comnittee states "The auditors d4id not provide MPC with any
documentation to substantiate their allocation. We are unable to
determine whether their allocation is consistent with our own, or
if they are contesting our allocation. In the absence of
sufficient information we are disputing their allocations.”

Prior to the Committee's receipt of the
Interim Audit Report, the Audit staff provided a schedule of the
payables which make up the amounts allocated. The schedule
contained the creditor's name, the Committee's voucher number,
the amount and the allocation. This information was to allow the
Committee to locate the documentation in their files.
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The Audit staff reviewed the material
ou!porting these allocations and notes that some of the - =~ | =
allocations agree with the Committee's, others disagree, and some
were not marked by the Committee with any allocation. (e

No adjustments to the allocations in the
Interim Audit Report have beer made as a result of the Committee

response.

During follow-up fieldwork the Audit staff
determined that all of the debts included in the figures noted
above had been paid. However, in some cases, the amount paid or
amounts chargeable to the state expenditure limitation varied
from those included in the Interim Audit Report. The revised .
amounts are $8,501.70 3/ in Iowa, $5,777.99 in Maine, and
$10,312.85 3/ in Wew Eampshire.

The following is a recap of expenditures alloejblc
to Iowa, Maine, and New Hampshire as delineated in PFinding III.A.

3/ A portion of the change in these figures results from a
$328.80 item which was shown as an Iowa expense in the
Interim Audit Report that should have been allocated to New

Hampshire.
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) Committee check jmlt tom. per diem was
“the individual for August 28 through uzust 31,
1983 and, in addition, the individual was reimbursed
miscellanecus travel expenses covering Mgu-t 31 through
September 1, 1983. Based on these nottei.ona, the per
ﬁ.a ard reimbursed sxpenses cover ve ays (August 28-September

Audit Adjustment: $-0-
2. Jim Parrell $994.66
Committee comments:

Auditors® evidence consists of in»autc-obuo rental contract
§§°‘£.2°"°&§:2§:‘»‘2"‘°’ o e "'.”.:‘i::’ e is
. car wvas in in ere is no
cvidcne. that Jim Parrell was in llainc for more. th;n four
consecutive days.

Aundit atatt EeIITakas

The doeu-.atattoa in question consists o! a car rental
agreement with miscellanecus memoranda attached indicating that
the car was towed and impounded in Maine, was ntuzmd to Boston,
and Mu that were sustained mo :mind,
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The following facts were considered: (a) the rental customer
listed his employer as "First District Delegates” (presumed to be
a Wev Hampshire delegats committee), (b) the car was rented =
Pebruary 22, 1984 prepaid for the week ending nbruug e
The contract was renewed for the week of Pebruary 29-March 7 '(the

car wvas towed March 3) with a prepayment on PFebruary 29. s
Therefore, the rental period was lnazguab1¥ more than four days.

This would indicate that the expenditure likely required state
allocation. The Committee 2llocated it to a non-state allocable

cost center (#10S-Pield), (c) although the car was rented from an

agency located in Rast Boston (this agency services L:zan

International Airport), it was expressly not restricted to
Massachusetts usage (as denoted on the agreement by "MNE use :
only”, presumed to mean restricted to New England usage), ({d4) the

car vas towed from a private lot in Portland, Maine and wvas =
impounded by the Portland Maine Police Dept., (e) the driver was -
reimbursed for gas and lodging expenses incurred in Maine = .
covering March 2-4, which the Committee 4id allocate to Naine,

and (f) the allocation dollars in question relate to the period
March 7-27 and cover additional rental charges, retrieval and
towing charges, and damages.

38

2 31

In consideration of the above facts, the Audit staff submits
that the individual likely rented the car on Pebruary 22, 1984 in
conjunction with work on the New Hampshire primary (PFebruary 28).
The rental contract was renewed on Pebruary 29 to extend through
March 7, likely for use in the Maine primary (March 4). There is
evidence that the car and/or its driver was in Maine at least
March 2-5. Since the allocation dollars in question relate to
the period March 7 through March 27 and since the car was
ostensibly last used in Maine, the Audit staff finds it
reasonable to consider these expenses state-allocable and to have
been incurred in connection with the Maine primary election.

£
b

7174090

Q

Audit Adjustment: $-0-
Ned McCann

3.

$190.00
$300.00

Committee comments:

Auditors refer to a consulting payment for August 15 to
August 31, 1983 and travel reimbursement payment on February 16,
1984. None of the documents indicate he was in Maine more than
four days. His home address is given as Portland, Maine, but
that is no basis for assuming he worked there. We do not

allocate expenditures based on the permanent address of the
payee.
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tzavel advance porezcnaol. :
With respect to the allocation of ;
staff would not suggest that expenditures &
basis of the payvee's permanent address eith:
check request form accomg ;9,;4;5;' 5
advance t indicates that the fee covers August
15-31, 1983, or, more than four ¢ iture was coded
ht: cost :onu: 0:05 (rield), not to one of the R

adguarters cost centers. | eu'.iu.r these suggest tha
state allocation would 11!01: be required, i.e., a travel advance
coded to "Pield” for a period in excess of four days. 8ince
there is no indication on the check request form to indicate the
state in connection with which the expens’ was incurred and given
(1) that the Maine 'st:av poll® took place on October 1, 1983 and
(11) that the payee's address on the check suggests that the
check wvas mailed to the individual in Poztland, Maine, the Audit
staff finds it reasonable to assume that Maine is the state to
wvhich the expenditure should be allocated.

Audit Adjustment: $-0-

9

However, the
ting . lnlittavcl
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Dennis 0'Neil

$ 56.39

Committee comments:

Drafts cited as evidence are accompanied by receipts which
do not show O'Neil was in Maine more than four consecutive days.
Some receipts have no date or location.

Audit staff commeats:

The documentation consists of lincollanoonn receipts for
gas, meals, and tolls. Not all receipts bear dates or addresses,
however, there are definitive receipts for gasoline at Maine
service stations on July 16 and July 18-21, 1983. The Audit
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17, "and Back in .

Audit Adjustments

David 5. Rosenberg

Comntttee cor SR g

Auditors pec _copy of a check request for aute centals
in Portland, Maine ch does not'

Audit staff

As opposed mw rental agreemants, t ‘ ‘
consists of three credit card charge records and a billing
statenment which 1ist the polnt of origin and the point of return
of the vehicles. It seems that three veh: s were rented on

separate days from a Portland, Maine Avis agency. All were
rented for ;ouoda exceeding four days. Two of the throe were
returned to a Maine location and lntn .allocated to Maine by the
Committee. The third was returne to Boston and was allocated to
cost center $103 (Field) um than ‘to Massachusetts or Maine).
It would appear that state allocation was required for the latter
rental as well. The auditors chose Maine dus to the association
with the other two rentals (which were apparently used in and
allocated to Maine) and to the occurrence of the “straw poll® in
Maine on October 1, 1983.

Audit Adjustment: $-0-

6. Jonathan Blum $172.70
.$£100.00

Committee comments:

Auditors provide as evidence a copy of a check request for
four days per diem for advance wock, and coplu of drafts written
on three consecutive days. ' The documents 40 not establish that
he wvas there more than four days.




Aadit staff

Documentatio & of $100 for

g.u diem for an 1984 and (b)
4 our drafts accos as, P'l*£==;
A soals, and suppli & g it Iowa

Audit Adjustment:
7. Lynn Christensen  '

at indicate she was
there for more than
b ' 9 and 10, but

was in Iowa on

-

four days. er to a per diem for
there is nothing to demonstrate that she
Pebruary 9. 2, o

ST

2

4

-

Audit staff eunliat-c

Documentation consists of a check request for $50 for per
dien in Iowa Pebruary 9-10, 1984 and a hotel receipt for $144.88
for lodging in Iowa Pebruary 10-13, 1984. The Committee's own
notations, together with these documents, evidence expenses
incurred in Iowa totaling $194.88 covering Pebruary 9-13, 1984.

Audit Adjustment: $-0-

8 704090

8. Marthena Cowart

$493.69

Comnittee comments:

The auditors provided as evidence copies of check requests

and drafts, none of which indicate she was in the state more than
four days.

Auvdit staff comments:

Documentation coansists of: (a) a check request of $73 for
per diem in Iowa January 14-16, 1984, (b) an Iowa hotel receipt
for January 15-18, 1984, (c) a draft with receipts covering
January 15-17, 1984, only one of which bears the state location

of the vendor, but that location is Iowa, and {(d) a draft for per
diem for January 17-18, 1984 with no state indication.




o~
o
=
o~

5

8 704090

$200.56
$ 56.38

Copies of chock rmﬂtﬂ ’zavidcd by auditors bear no
indication that Poley was in the state wmore than four days.

Auvdit staff m

The expenditures in mtlon are related to two lodging
o:sonuc incurred in :an For the first, the hotel bill

icates Mr. Foley had | & toom tor the nights of January 30-
Pebruary 2, 1984 (Monday the: Thursday). Since Mr. Foley
checked out appacently on Priday, Pebruary 3, he was in the state
for more. than !onx jerpfore, his expenses require
allocation. planatio and Justification accompanying 11

- that 3 P l of determining the

length of time an ndividual remair I & State, the Commission
will generally Ioot e calendal B OF: { 'pruon thereof
that that person vas in @ State rathe - ‘than g 24-hour
periocds.") Rt M e TR X
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8ts solely of the
: ‘wege celated to
‘the period exceeded 4 days,
. center $103% (Pield).

Vicki Hartman G R $183.66
Committee comments:

Auditors al.loe‘atcd‘ $383.66 in expenses to Iowa when the
Committee only reimbursed her for $200.00.

Audit staff cosmentss

hois Il; this :i:utl::; the lag::“. tdni. wvas n:: ‘:olﬁ:n:d'datu

. In actu , expenditures in question relate to drafts
that NMs. aa:mtzﬁu_c fior "petty rdm.'qum:.dmnnuon
conoutgio: :Y 1“ of ‘expenses prepa cd.by- lis_.«laﬁ::n :bichhiz
accompanie " IOusS receipts. Ner recap cates tha
she issued or cashed drafts wi th & combined denomination of $450
(five $50 drafts and two $100's), howe ir, all the drafts were
hot written or cashed for their full face value. Ner aceounting
$383.66; " The recelste Sre tor ereens oo oty scccutable for,

.66, @ receipts are for expenses on Pebruary -13,
1984, although not every receipt bears a In addition, not
all receipts identify a state, but ; t do are for Iowa
vendors, and the drafts were cashed .
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The Committee's filing system for draft documentati
different than that for the documentation supporting expen
made by check. Documentation for expenditures by check was 8d
alphabetically b{ vendor. With respect to drafts, the drafts
themselves were filed sequentially within a denomination with the
supporting documentation attached to the draft. Where mO:e than
one draft was written to cover an expense, the documentation
would be affixed to one of the drafts and the bottom of that
draft would be annotated to indicate the additional draft(s) to
which the documentation relates. In the situation at hand, |
however, the $350 drafts 4id not include the cross-reference to
the $100 drafts to which the recap and supporting receipts j
relate. Therefore, the auditors could only assume that the $100
drafts were allocated to cost center $108 (Scheduling and

v Advance) as were the $30 drafts.

Audit  Adjustment: $-0-

13. Larry Martines $353.97

Committee comments:

RE Martinez rented a car in Omaha on January 16 and returned it
on January 21. He was in Iowa January 19. There is no evidence
he was in Iowa any other time in January.

Audit staff comments:

For Mr. Martinez, the Audit staff reallocated to Iowa seven
expenditures totaling $1,176.60. The Committee takes exception
to a car rental/office supply reimbursement in the amount of
$353.97. They contend that the car was rented from an Avis
dealer located in Omaha, Nebraska and used January 16-21, 1984,
but Mr. Martinez was only in Iowa on January 19. This is
apparently based on the fact that Mr. Martinez' reimbursement
request is accompanied by documentation for rental of the car
($335.75) and for office supplies ($18.22). The office supplies
were purchased on January 19 from an Iowa vendor, but there is no
evidence (at least contained in this reimbursement) that he was
in Iowa January 16-18 or January 20-21.

In addition to this one expenditure, however, the
documentation consists of: (a) an expenditure for a hotel room in
Sioux City, Iowa January 16-20, (b) an expenditure for per diem
in Sioux City, Iowa for January 17-20, and (c) an expenditure for
per diem in Iowa City, Iowa January 20-23. These expenditures
cover January 16-23, 1984 and, although not originally allocated
to Iowa, the Comaittee does not contest the Audit staff's Iowa

28
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Audit Adjus

1S. Bart Chiltom ~‘7*ﬂvf","ﬁ* i3 $400.00
] R g TR 3303303

Committee M'ﬂ'

Copies of uum car documents used as evidence by the
auditors show a car rented in Xllinois to this driver, but no
evidence that a driver or car m. in Iowa more than four
consecutive days.

Audit staff commeats:

Included in the Interim Audit Report was an adjustment
allocating $5,849.25 l.n car. :wtﬂ.mt to Iowa. Ten cars
were rented from an ency . ted in Moline, Illinois, which is
on the Iowa/Illinois bordes m $5,8¢ !.25 wvas paid in two

yments: $3,449.25 was al _‘ cated to Illinois and the balance of
2,400 to Minnesota (this was jarently a Mig error, Illinois
is cost center $129, Miannesotu ¥ cost m.t $139). It is noted
that the car rental agency also has an dltiet in Davcnport, Iowa.
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The documentation is colsriccd of: (a) a copy of the rental
agency's accounts receivable ledger detailing the dates and =
amounts of the charges and the rental sgreement numbers and (b) '
copies of the rental agreements which list, among other items,
the name of the customer (and driver, if Aifferent), the !
customer's employer and the dates of the rental.

The cars were rented for varying periods which generally
covered mid-January through late Pebruary, 1984. The Audit staff
felt it reasonable to assume that the rentals were all related to
the same field effort. Given (1) the proximity of Moline,
Illinois to Iowa and (2) the periods of the rentals in relation
to the dates of the Illinois and Iowa primaries (of the ten cars,
seven were returned on February 21 and, three on February 28; the
Iowa primary was Pebruary 20, Illinois on March 20), the Audit
staff felt the car rentals were more likely related to the Iowa
than the Illinois primary election.

Purther inspection revealed that, of the seven drivers
named, five were on the Committee's payroll during the car rental
period. According to the Committee's payroll records, the
salaries of three of the five were allocated to Iowa for the
period in question. A fourth driver was paid per diem for the
period; the Committee allocated this to Iowa. Also, one of the
Y;hlc%.. received a traffic summons from the City of Clinton

owa) .

Based on the above information, the Audit staff found it
reasonable to view the full $5,849.25 in car rental expenses as
allocable to Iowa (rather than to Illinois or Minnesota). 1In
response to the Interim Audit Report, the Committee took
exception to the allocation of the car rental expenses of three
of the seven individuals, including Mr. Chilton (Ms. Alksne and
Mr. Handier, 4's 16 and 18 below, are the others). These are the
three individuals whose salaries were not allocated to Iowa by
the Committee for the period (one of the three was not on the
payroll) and the salaries of the remaining two were allocated by
the Committee  to Michigan and Oklahoma. Since (a), as mentioned
earlier, the car rentals were likely all in relation to the same
field effort, and, this effort ostensibly was the Iowa primary
election and (b) since there is better reason to believe these
three individuals were involved in this effort (being named as
drivers on the rental agreements) as opposed to the Oklahoma or
Michigan primary elections, it is also noted that the Committee's
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See #15 above. l
Audit Adjustment: $=0-

17. Gary Kelleher ‘ $128.46
$289.71

Committee Mtcz

Kelleher, in Iowa as an advance person, rented two 13-
passenger vans and a press car for a Nondale stop and returned
them the next day. Weither his salary nor these vehicles, which
nz:h:nd“by the candidate and press for one day, are allocable
to state.

Audit staff Mt

ﬂn.docmmm cons m afs (a) a check request for per
diem in Iowa for Janua : » 1!“. (b) copies of drafts and a
rental agreement owa, . January 18-19 and (c) a check
request accompaniet ier's request for reimbursement
g ;:ponm ( m;l.j_ i ) for his Iowa trip of January

'il:. lcgchﬂ m _  ‘ mg‘;ocatcg ;o Iowa b:cauu he
was not on the payroll for -. Had he been t would
allocable to Iowa based ¢ and Committes's < ke
representations that he was ¢ state for five dny:. not just
the two days covered by the van ental
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Regarding the rental of the vehicles for the press, -it is
unclear on what basis the Committee is asserting that they do not
require allocation. On the one hand, they mention that the . = =
vehicles were used only two days, implying that thcg fall under
the intra-state travel and subsistence provisions, including the
“five day rule”. On the other hand, since the rentals related to
press vehicles, they may be asserting that they are not
classifiable as expenses for travel and subsistence, but rather
fall under equipment rental. The Audit staff is of the opinien
that since the vehicles were used in conjunction with a press
event(s), they are properly classifiable as oqutglont rental, and
not subject to a "five day rule” test. Their primary usage was
to tr rt members of the press snd/or related o?uip-ont, not
for the intra-state travel and subsistence of Committee

o personnel. Por that reason, the Audit staff feels that the press

< vehicle rental expenses are properly allocable to Iowa.

Audit Adjustment: $-0-
Peter Handler

18. $400.00

$511.63

Committee comments:

Copies of rental car documents used as evidence by the
auditors show a car rented in Illinois to this driver, but no
evidence that a driver or car were in Iowa more than four
consecutive days.

Audit staff comments:
See $15 above.

$-0- ‘
19, Terry Leftgoff $468.00

Audit Adjustment:

Committee comments:

Copies of rental car documents used as evidence by the
auditors show a car rented in Illinois to this driver, but no
evidence that a driver or car were in Iowa more than four
consecutive days.
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Audit staff comments: . :

The documentation consists of a check request form for the
payment of two rental cars. The Audit staff notes that the cars
were rented from a dealership located in Omaha, Nebraska, not
Iowa. The cars were rented by Mr. Leftgoff and Ms. Shapero (sese
#20 below). The following were considered in the determination
that these expenses were more reasonably allocable to Iowa than
Nebraska: (a) the dates of the rental period in relation to the .
Iowa and Nebraska prtﬂn:{ elections. The cars were rented fr i
January 20-FPebruary 22, 1984. The Iowa primary was Pebruary 20,
Nebraska's on May 13; (b) the proximity of Omaha to Iowa (Omaha -
is approximately 1S miles from Council Bluffs, Iowa); (c) Ns.

o Shapero's rental agreement lists the customer as Mondale for
President, Council Bluffs, Iowa; and (d) the Committee allocated
0 Ms. Shapero's salary for the month of Pebruary to Iowa. Also, in
their response, the Committee recognizes Ms. Shapero's presence
. in Iowa (see $#20 below).

Audit Adjustment: $-0-

20. Elizabeth Shapero i $129.00

Committee comments:

Documents provided by the auditors establish that only 22
days are allocable to Iowa, although the auditors allocate a full
32 days. We are adjusting for ten days for which there is no

evidence that Shapero was allocable to Iowa.

Audit staff cosments:

The Committee disputes the allocation of $129 of the $412.67
allocated to Iowa pertaining to Ms. Shapero's car rental. This
is presumably based on the fact that the Committee allocated Ms.
Shapero's salary for Pebruary 1-29, 1984 to Iowa, but her salary
for the second half of January was allocated to Washington
(State). The Committee provided no evidence that the salary was
properly-allocable to Washington for the first ten days of the
rental period (nor do they argue it was allocable to Nebraska,
the state the car rental was allocated to for these same ten
days). For this and the reasons mentioned in #19 above, the
Audit staff feels that Ms. Shapero's car rental expenses are more
reasonably allocable to Iowa than Nebraska or Washington.

Audit Adjustment: $-0-
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21. Bob Bosch $612.02
Committee comments:

Documents provided by the auditors do not establish that .
Bosch was in the state more than four days. A check request for
lodging for the advance party gives dates for a Mondale visit -
Pebzu 23 through Pebruary 27, 1984, but there is no indication
gn th:‘ ace of the document that Bosch was there for more than

our days. .

Audit staff comments: .

Included in the documentation is the check request form
referred to the Committee. This is accompanied by the hotel
room receipt indicating the room was rented to Mr. Bosch for
Pebruary 24-28, 1984, or more than four days. The Audit staff is
unsure ue.t is meant by "...no indication on the face of the
document®. 3

Also included in the documentation are check requests for
per diem and drafts for taxis, all of which fall within the
p:i::d {obrua:y 24-28, 1984, which, therefore, likewise require
a ation. :

Audit Adjustment: $-0-
Walter Holton $602.47
Committee comments:

Documents provided by the auditors include a per diem
request for a February 22 through Pebruary 24 trip to New
Hampshire and a copy of a check request to pay a Howard Johnson's
in Manchester, New Hampshire for a Mondale trip of PFebruary 23
through Pebruary 27, 1984. This documentation on the face does
not establish that Holton was in the state for more than four
consecutive days.

Audit staff comments:

The hotel room receipt is actually for February 24-28, 1984,
otherwvise the Committee's summary of the documentation is
accurate. The per diem request and the hotel room receipt cover
February 22-28 or more than four days.

Audit Adjustment: $-0-
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23. Stuart Ishimara ~ $150.00

Co-nittqo comments:

Documents provided by the auditors 4o not bear any evidence
that Ishimara was in the state of Hew Hampshire. '

Andit staff comments:

The documentation congsists of two drafts totaling $130 which
were accompanied by miscellanesus receipts covering February 22~
27, 1984. These receipts bear the names of Bedford and ,
Manchester, L:w_un:hiu-

Audit Adjustment: $=0- |
Blaine McLaughlin $619.57
Committee comments:

Documents provided by the auditors consist of a check
request for McLaughlin's per diem of Pebruary 1 through Pebruary
3, 1964 for a Mondale trip to New Hampshire, a hotel bill check
request indicating lodging for the Mondale travel and advance
party for 2 of those days, and an expense reimbursement request
for the Mondale trip of Pebruary 2, 1984. None of the documents
have any evidence on the face to indicate McLaughlin was in New
Hampshire more than three days. '

Audit staff comments:

The Committee's summary is correct except that the check
request for the hotel payment referring to a "WFM Concord Trip
2/2/-2/3/84" is accompanied by the bill for Ms. McLaughlin's room
which indicates she had the room from 1/30-2/3/84. The auditors
suspect that the reference on the check request relates to the
duration of the candidate's trip, not the length of the advance
personnel's stay. Regardless, the duration of Ms. McLaughlin's
New Hampshire stay was January 30-February 3, 1984, or tgvc days.

Audit Adjustment: $-0-




four days i ‘connection
There is nriud Mic
consecutive days.

Audit staff

Pebruary 21, 1984. .
the individual was in the
from Pebruary 12-21, 1.9

umnotodul,t 10 above, the
Justification a ? mﬁJ.!. $ 106.2 states that for
purposes of doecninm the ‘of time an individual remains
in a state, the Commission will gennlly look to calendar days
or any portion thereof rather than using 24 hour periods.

Audit Adjustment: $-0-
26. Jim Mulhall $636.69

87040523172

Committee comments:

Documents provided by the auditors include copies of check
requests- for per diea pawy s in connection with Mondale trips
to New Eampshire at varicus times, plus & of a check request
for lodging for the travel and advance mg‘ or Mondale for two
days. None of the documents establish on face that Mulhall
was in the state for mt m four mﬁn dayn.
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Audit staff commentss . A

:nclugod inlths ducuncg:a;ion %s a:“tidICIggoqucnt e:ﬁdi
New Hampshire teip January 21-24. 1In on ere are two
check requests tog coa¢u1taat fees related to ioono. Lebanon, and
Claremont, W.H., which cover January 21-25. Although not
included in the travel and subsistence section, the five day
consultant fees make the January 21-24 per diem allocable,

Also, the check request for advance party lodging refers to
a "..."™ Concord Tri 2-2/3/84", however, the statement for
Mr. Mulhall's room indicates he was there from January 30-
February 3, 1984. There is also a per diem request coverin
January 30-Pebruary 1, 1984 related to the Concord, N.H. trip.
The per diem and hotel room are for January 30-Pebruary 3, 1984,
or, more than four days. ‘

The Audit staff agrees that $238.77 in per diem, meals and
lodging for January 10-13, 1984 do not require allocation in that
the period is less than five days.

Audit Adjustment: $238.77
27. John O'Leary $308.09
Committee comments:

The auditors provided as evidence copies of check requests
for lodging for a FPebruary 8, 1984 Mondale visit to New Hampshire
and a Pebruary 17 to February 20 visit to New Hampshire, and a
copy of a draft dated February 15 to a New Hampshire payee.

There is no indication on the face of the documents that O'Leary
vas in New Hampshire more than four consecutive days.

Audit staff comments:

The documentation consists ofs (a) a check request for a
"...WFM Visit Manchester 2/8/84", which is accompanied by room
receiptsa for Mr. O'Leary for Pebruary 8-9 with check out February
10, (b) a draft accompanied by a hotel receipt for PFebruary 11-12
with apparent check out on February 13 and on the same receipt,
room charges for Pebruary 14-15 with apga:ont check out on
February 16. The Committee allocated this to cost center #1354
(Pennsylvania), a likely transposition of cost center #1435 (New
Hampshire), but, nonetheless recognized that it exceeded four
days, and (c) a check request for "...WFM Visits of 2/17/84 and
2/20/84 to Manchester®™ which is accompanied by Mr. O'Leary's room
receipt covcring Pebruary 16-20, 1984. Together these cover
Pebruary 8-20, 1984 and require allocation to New Hampshire.

Audit Adjustment: $-0-
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28. Kevin O'Malley $361.11

Committee comments:

The auditors' evidence consists of a copy of a check reguest
for reimbursement for rooms for staff and advance for a Mondale
trip of January 8, 1984, a copy of a check request for per diem
January 4 through 7, 1984 in connection with a Mondale trip to
New Hampshire on January 7, and a copy of the check request for
payment of a hotel bill for a Mondale trip on January 8, 1984.
There is no evidence on the face of the documents to establish
that O'Nalley was in the state more than four consecutive days.

Audit staff commentss

The documentation consists of: (a) a check request for per
diem in New Hampshire for January 4-7, 1984, (b) a check rozuost
- for lodging for a "...WFM 1/8/84 trip to Manchester® which is
ied by Nr. O'Malley's room .receipt for January 5-6 and
) (c) a check request for "...rooms for WFM trip to Manchester
~ 1/8/84" which is accompanied by Mr. O'Malley's room receipt for
3 Januar¥ 6-7 with a January 8 check-out. Together these expenses
b, covo:hin excess of four days and require allocation to New
Bampshire.

Audit Adjustment: $-0-

David Van Iderstine $847.79

Committese comments:

The evidence provided by the auditors consists of a copy of
a check request for per diem February 4 through 6 in connection
with a Mondale trip to New Hampshire, copies of drafts cashed in
New Hampshire on Pebruary 9, 1984 for auto rental in connection
with a Mondale trip to New Bampshire on Pebruary 8 and 9; and a
copy of a check request for lodging for the travel and advance
party for the Mondale visit of February 8. This does not

establish that Van Iderstine was in the state for more than four
consecutive days.

Audit staff commsents:

The documentation consists of: (a) a draft dated February 9,
1984 for "petty cash-Manchester®™ accompanied by receipts for gas
and supplies between PFebruary 2-9, (b) two drafts dated February
9 for "car rental-WFM to NH, 2/8-2/9/84" which is accompanied by

ys
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The documentation con s of a choek request for dien
in Nev Bampshire for J y 21-24, 1984 and copies of two
drafts, dated January 23 24, for petty cash which were made
payable to an entity in Shelburne, N.H. The drafts are

ccc.gnniod by receipts for a rental car, gas, and supplies
covering Jamu:! 21-25. Together these cover January 21-25 and
require allocation to Wew mtu.

Audit Adjustment: $-0-
31. Steve Werbel , $405.78
Comgittee comments:

The evidence ptmnuﬁ hx tho Mlmt muu of a check

est for. advance salary for a Massachusetts trip on January 8
nn 9, and New shire on January 10 ¢! { ;ﬂr uu.- hl
of dxa:u v;:::u )C P . for acy

of ac requast f¢

a copy of a check requ
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The Audit lta!! tg:ccn that tl&!.?l in e
diem, air fare, car rental, and gtu«lro not ll
Hampshire.

Audit Adjustment: $405.78

Summary

Iowy Naine  New Eagpebire

Interim Audit Report amount
of intra-state travel and
subsistence $19,589.89 $7,178.46 $7,589.65

Adjustments:

Mulhall, $26 . (238.77)
Werbel, #31 (405.78)

Revised total) of intra-
state travel and $19,589.89 $7,178.46 $6,943,10

subsistence




2. Lynn Cridest 9519.42
Basis for mmm '

Ms. Cribari tmivd noo travel advance for Auqult 9=
August 26, 1983 which the eb-utn allocated to Maine. Ms.
Cribari's salary for this period, however, was allocated to the
Pield cost center. The Audit staff’s adjustment reallocates the
individual's salary for the period August 9-26, 1983 to Maine.

3. Scott Dolley $344.48
Basis for allocation:

Included in drafts 0200507-200601 vas a $243.88 car rental
expense incurred by Nc. in Maine from July 23-August 1,
1983. The Committee anm these drafts to Maine, however,
Mr. Dolley's salacy for this same go:iod was allocated to the
Pield cost center. The Audit staff's adjustment reallocates the
lndividuu'o salacy :al.' July 23-August 1, 1!!3 llum.




1 7 8

3

704045 2

R

Basis for lllul.ﬂout

Mr. Lesser tmlud a t:ml advance M a travel expense
reimbursement, for $150 and $280.97, respectively, covering the
period Pebruary 21-27, 1984. The Committee allocated these
expenditures to Maine. HNis salary for the period, however, was
allocated to the uh-duung and AMdvance cost canter. The Audit
staff's adjustment resallocates the individual's salary for the
pcuod Pebruary 21-27, 1984 to Maine.

7. 'rho Cosmittee disputes the allocation of the employer FICA
Tnyunts wvhich correspond to the reallocation of the above six
ndividuals® salaries. The Committee questions $224.09 in such
PICA tax payments. (The correct amount is $215.88. The Audit
staff used a PICA rate of 6.78 for 1983 and 7.0% for 1984. The
Committee’s adjustment ently was based or 7.0% for both 1983
and 1984). However, for 'zessons stated in numbers 1 through
6, the Audit staff has made no adjn:m to m }316 88 in
employer FICA payment :nnnuuom. :

8. Ned NcCann o ; ‘m* ,
The Committes ob:lcctl to the allocation of a $300 m‘“luns

fee covering Angust 15-31, 1983. TrFor the ceasons given at
Attachment I, #3, no ul'jultltat to this mam has been made.




o
~N

0 5

R 704

e ?m:.u: B

Sections 441a(b) (1) (A) and 44la(c) of Title 2 of the

United States Code, state, in part, that no candidate for
nomination for election to the office of President of the United
States who is eligible under section 9033 of Title 26 (relating
to eligibility for payments) to receive pé ts from the
loa:otatx.o! the !roanu:; na{_;lnd,,j' wWitures in excess of -
;:g.ooo. 00 as adjusted for eases in the Consumer Price

ox. |

Sectiod 9035.1(a) of Title 11 of the Code of Pederal

Regulations, states, in part, that no candidate or his or her

authorized committee(s) shall knowingly incur expenditures in
connection with the candidate’'s campaign for nomination, which in
:ﬁ;‘:g?tcgatc, exceed $10,000,000 (as adjusted under 2 U.S.C.

e).

- Section 100.8(b) (15) of Title 1l of the Code of Federal
Regulations, states, in relevant part, that expenditures for
services solely to ensure compliance with the Act made by a
candidate certified to receive Primary Matching FPunds under 11
C.F.R. Part 9034 do not count against such candidate’'s
expenditure limitations under 11 C.F.R. 9033 or 11 C.F.R. 110.8.

The Audit staff's review of PEC Form 3P, page 4 for the
period ending December 31, 1984 revealed that the Committee had
reported Total Expenditures Subject to Limitation (Overall
Limitation) of $20,047,673.22. Based on the audit procedures
performed it was determined that certain adjustments to the above
total were required. Accordingly, the Interim Audit Report
contained adjustments totaling $646,752.94. (It was noted that
these adjustaents were comprised of both amounts paid prior to,
and debts owed as of, December 31, 1984). As a result of these
adjustments it was determined that the Committee had exceeded the
2 U.8.C. § 44la(b) (1) (A) spending limitation by $494,426.16.
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In the Interim Audit Report, the Audit staff
recommended that the Committee either demonstrate that the
expenditure limitation had not been exceeded or amend their
disclosure reports to reflect the proper amount subject to the
limitation. In their response of November 18, 1983, the o :
Committee contends that they have not exceeded the 2 U.8.C. § -«
441a(b) (1) (A) ing limitation. In addition to addressing the
Audit staff's adjustments contained in the Interim Audit Report,
Committee officials advise that "...MPC has reduced its limit
spending as of December 31, 1984, by $307,526.43, by allocating
that portion of fundraising costs attributable to compliance :
costs to compliance®” (see Pinding :II.B.7.). As a result of this
adjustment and their comments on the Audit staff's spending limit
adjustsents, Committee officials conclude that the correct amount
subject to limitation at December 31, 1984 was $19,781,370.04,
or, $418,629.96 under the limitation.

Presented below are the Audit staff's adjustments as
contained in the Interim Audit Report, the Committee's comments
on those adjustments and the Audit staff‘s analyses thereof.

1. [Iyndraising Expenses

Section 100.8(b) (21) (1) of Title 1l of the Code of
FPederal Regulations states that any costs incurred by a candidate
or his authorized committee(s) in connection with the
solicitation of contributions are not expenditures if incurred by
a candidate who has been certified to receive Presidential
Primary Matching Pund Payments, to the extent that the aggregate
of such costs does not exceed 20 percent of the expenditure
limitation applicable to the candidate.

The Commission's Pinancial Contrcl and Compliance
Manual for Presidential Primary Candidates Receiving Public
Pinancing (Compliance Manual) states on page I-15 that
fundraising expenses are the costs associated with the
solicitation of contributions. It expressly states that costs
reasonably related to fundraising activity include the
preparation of matching fund submissions. Purther, on page I-20,
Alternative Allocation of National Campaign Office Payroll and
Payroll Taxes, the Compliance Manual states: "A committee may
allocate 85 percent of all payroll and payroll tax expenses which
relate to the operations of the accounting office as exempt
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[L al and Accounting] compliance. The accounting otﬂiﬂ. 1:
defined as the cost center respensible for performing the

following functions: contribution ptocolsinq (’!fé:zin‘

RESRA 100 _O B30g fund Submi : ‘ n ure

Contribution processing and computer l.:ViCtl lltn*
provided to the Committee the same firm. The firm retrieved
contributions from the Committee's post office box, screened the
contributions for acceptability and matchability, prepared bank
deposits, photocopied checks, performed necessary data cnt:y.
prepared and mailed follow-up letters, prepared the computer
generated listings for both reporting and matching fund
submissions, and assembled matching fund submissions. 1In
addition to the firm's staff, the firm acquired additional ltlt!,
. on an as needed basis, from a temporary service. Also, one

Committee staff person was assigned to the matching fund and
contribution processing functions. The cost of the matching
submission/contribution system was charged to the Committes’s
Pinance cost center and, therefore, allocated 85% to !x.:gt nUQll
and Accounting and 158 to Operating. A review of the bi
statements provided by the vendor indicated that certain uhargn-
ar to relate to the matching fund function while others -
ate to contribution processing in general. 1In addition to
thoco expenses, the Committee was billed for labor costs.

In order to determine that portion of the labor
costs which should be charged to fundraising for matching fund
preparation, the Audit staff divided the cost of those services
which a Committee official agreed were matching funds-related by
the total cost of non-labor charges. The resulting percentage
was applied to the labor costs of both the primary vendor and the
temporary service. Pinally, using a description of duties
supplied by the Committee for the staff person mentioned above, a
portion of the person's salary was allocated. After the labor
charges determined as described above were added to the other
services which were matching funds related, the Audit staff
deternined that an additional $152,339.57 was allocable to
fundraising. Since the Committee has exhausted the 20%
fundraising exemption, this amount flows to the Committee's
overall limitation.

8/ It should be noted that the Committee selected this option
for allocating expenses to compliance. The Pinance cost
center, which was responsible for matching fund submissions
as well as for the accounting functions, was allocated 85%
to compliance.
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In their. lmubn 18. 1!!5':,.:' e se, the coml
i0 .t $152,339.57 to fundraising.”
o3 ;,;m The costs red
: because of tﬁt e

% - iony (B) 'l.'ln m of prmzutu ot
, ons not £all within the fundraisi “zz
exemptic A lml (C) The costs © .J.mtlﬂﬁ of matching. £
submissions are properly alloc to the aceounting cost center
for wh the Committee elected to utilize the standard 83
liance -- 15 percent non-u-pc forsula and thorctoro
Gn-lu on must accept this allocation.”

The Committee goes on to state that "the auditors
tilr'nu no statutory or regulatory prowvision for disallowance of
these costs as compliance expenses. Rather, they rely only on
the Commission's Financial Control and Compliance Manual... This
sanual does not have the force of a regulation....” However, °
later, the Committee states that "MPC elected to follow the =
Commission's guideline allocation for its acecsunting cost center.
There is no dispute that the costs of preparing the matching fund
subnissions are properly included within the accounting cost
c.nt.:. MPC allocated only 85 percent of this cost center to

iance. Therefore, the Commission should consider the

0339.57 to fall within the 13 perceat of accounting costs
allocated to general operating accounts and not compliance.”

The Audit staff finds the Committee's argquments
unpersuasive for the following reasons. 11 C.F.R. § 100.8(b) (1S5)
lllgtl expenses which are solely to ensure compliance with the

the definition of expenditure and expressly exempts such

costs from inclusion in the 11 C.F.R. 38 9035 and 110.8 spending
linits imposed upon federally funded presidential primary
election candidates. In addition to these exemptions, the
Commission has recognized that certain types of expenditures may
not be eligible for full limitation exclusion, however, they do
relate to some degree to attempting to ensure compliance with the
Act. In an atte-gt to relieve committees from burdensome
Beasurement and allocation procedures, while at the same time
establishing a ceiling for judgmental percentage estimation, the
regulations at 11 C.P.R. § 9035.1(c) provide for a 10% compliance
exemption for salaries and tor certain c:zcnditures properly
classifiable as overhead. g is the only regulatory.
recognition of any such (patc 1) allocation method without the
need to keep detailed records on each person's activities. As
noted earlier, though, the 1iance Manual offers, as an
i;;gggzs;;;. the 83%/15% compliance-operating allocation method

oL accounting department, but lfccittcully excludes the cost
of Matching Pund Submission preparatio This was the method
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used by the Committee - presumably because it resulted in a L
1.:20: compliance cost exclusion. However, while the Committee =

alternative, it chose to ignore the provision regarding Matching
Pund Submission preparation. That is, it opted for the el
por::::aqos, but not for the method by which they were to be
app .

In summary, vhile the Committee questions the
force and effect of the Commission’'s Compliance Manual, they
nonetheless implicitly acknowledge its authority by selecting one
of its alternative allocation methods. As such, the Audit staff
submits that they are bound by its provisions and directions for
application. The treatment of the matching fund preparation :
function is unmistakably clear in the Compliance Manual. If this
treatment is unacceptable to the Committee, their alternative is
the 108 "across the board® compliance exemption provided for in
the regulations.

No change in the amount contained in the Interim
Audit Report has been made as a result of the Committee's
gesponse. However, as a result of follow-up audit work
additional amounts have been identified. These amounts represent
the matching funds portion of billings which were not available
vhen the original analisil was performed. These additional
billings were treated in the same manner as those included in the
original analysis. Purther, an adjustment was made to the
interim report figures to recognize that bills for computer
service paid in 1985 were charged 100% to compliance rather than
85% as had been done previously.

The revised matching fund portion of contribution
processing costs is $162,756.26 or an increase of $10,416.69.

2. Joint Pundraising Expenses

Section 9034.8(c) (8) (A) of Title 11 of the Code of
Federal Regulations states that after gross contributions are
allocated among the participants, the fundraising representative
shall calculate each participant's share of expenses based on the
g;;cantqge of the total receipts that each participant had been
ocated.

Section 9034.8(c) (9) of Title 11l of the Code of
Federal Requlations states, in relevant part, that the
fundraising representative shall report all receipts in the
reporting period in which they are received and shall report all
disbursements in the reporting period in which they are made.

led itself of the percentage exclusion provided for in this
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The Committee ongaged in a joint fundraising
effort with the Democratic National Committee (DNC). Since
DNC acted as the fundraising representative, the Committee |
not in possesion of the records for the fundraising activity, it
Purther, the Committee reports contained only the required meme

Schedules A-P for its share of the gross contributions anﬂ‘ibﬁ‘;; bl

Schedule A-P for amounts transferred in from the DNC. The
Committee was requested to obtain an expense figure from the DNC
for use in determining the Committee’'s compliance with the
overall limitation. The Committee declined to make such a . .
request but suggested that by netting the amounts received from
.the DNC against the amounts shown on the memo Schedules A-P, an
cxgonoc figure could be calculated. It was further stated that
all proceeds from the joint fundraising had been received and
reported by December 31, 1984. Employing this method, a figure
of $136,884.36 was derived by the Audit staff as the Committee's.
share of the joint fundraising expenses. 3/ )

As noted in III.B.l. above, the Committee's 20%
fundraising exemption has been exhausted. Therefore, the
Committee's share of the joint fundraising expenses, $136,884.36,
is applied to the overall limitation.

In their November 18, 1985 response, the Committee
agreed that the $136,884.36 in joint fundraising expenses is
allocable to the overall expenditure limitation.

3. Debts and Obligations to be Applied to the Overall
Limitation

The Audit staff reviewed amounts owed by the
Committee as of December 31, 1984. In addition to Debts and
Obligations reported on the Committee's Schedule D-P (Debts and
Obligations Excluding Loans), & review was conducted of the
Committee's December 31, 1984 open items file. The Interim Audit
Report noted that debts and obligations totalling $445,658.68
applicable to the overall limitation were identified.

© 9/ With the exception of the amounts transferred from the DNC,
the information used in determining this cost figure is
unaudited. An audit of the joint fundraising activity will
be conducted in the future and necessary adjustments to the
cost figure made.
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In their November 18, 1983 response, the Comm:
“"agrees that $414,633.48 in debts and obligations at D ber 31
1984 are allocable to the overall limitation. MPC's allocation
is based on actual subsequent payments made by the Committee
through September 198S. The Report bases its allocation on the
audit review of committee files which contained some duplicate
and invalid invoices, thereby inflating the debts and obligations
by $31,025.20. The actual amount of allocable debt, as
determined by subsequent payment, was $414,633.48 at December 31,
1984." Although no schedule or summary of the "actual subseguent
payments® was submitted with their response, the Audit staff
conducted a review of the Committee's disclosure reports covering
the period January l-September 30, 1985. It was noted that the
Committee disclosed $405,796.75 in operating and fundraisi
disbursements chargeable to the overall expenditure limitatioa
during this period. Purther review revealed that $414,633.48 in
operating and fundraising disbursements was included on
worksheets accompanying the disclosure reports but this amount
had been reduced by an $6,836.73 reallocation to “"exempt legal
and accounting.” The Audit staff assumes that the Committee
intended to include $405,796.7%5 zs the amount of debts and

obligations subject to the overall limit as of Decemer 31, 1984
in their response.

As part of audit follow-up the Audit staff
exanined the Committee's disbursements between January 1, 1985
and March 31, 1986. It was determined that the correct amount
chargeable to the overall spending limitation during that period
is $418,855.67. The difference between the amount in the
Committee's response to the Interim Audit Report and the audit
figure ($13,058.92) is explained as follows:




J:nua“ty'l to September 85 | 7/8405,796.75

1983 Disbursements Not Repo L 14930

Voided Checks Repor e ;
Commitess” =~ =~ BT (530.88)

Disbursements Reported u" 3
compliance which should: : A
to the overall spending limiti ; 4,778.4%

Headquacters and State Ove

exemptions calculated on

sents not properly included ‘ e

Overhead b ' : 5,275.50

Corrections to Fundraising ¥

Calculations (Payroll ged :

at net rather thangross, L =

employer FICA, and b B

items included in the Fundraising .
payroll compliance exemption) : 1,572.67

 .¢
™
N.

Operating Expenditures from the
Committee's Pirst Quarter 1986 Repoct 469.49

Adjusted Amount licable to the
Overall Spending Limitation ‘ $418,855.67

R7040 5%

In addition to the amounts discussed above,
the Compittee either overlooked or 814 not elect to address the
amount of refunds owed to several news organizations for
prepayments or overpayments received as a result of having
provided air transporation and other sezvices to members of the
press throughout the campaign (see Pinding III.B.6.).
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The Interim Audit Report, at Pinding II.C.6.

“Limitation on Expenditures-Accounts Receivable”, made note ©
Committee liability in the amount of $30,810.95. This was the
amount carried by the Committee (as adjusted by the auditors) as
negative accounts receivable. These negative receivables Fa )
represented amounts owed to the news organizations resul Ao
unused prepayments and overpayments. This amount was included in
the interim audit report's "Debts and Obligations to be Applied
t0 The Overall Limitation" (Interim Audit Report Pinding II.C.3.)
and on the "Statement of Net Outstanding Campaign Obligations® as
accounts payable (Interis Audit Report Pinding III.B., NOCO
Statement footnote §/). This obligation is being treated as
subject to the overall spending linitation because when the

(pre)payments were received from the news organisations, they
" were reported as "Offsets to Expenditures (Refunds/Rebates) =
Operating®. This served to artificially reduce ocperating
expenditures subject to the limitation. A reviewof 1988 =
disclosure reports indicates that the Committee reported making
$33,894.83 in press refunds through September 30, 1985, however,
these refunds were reported as "Exeampt Legal and Accounting
Disbursements®, which are not subject to the overall limitation.
During follow-up fieldwork the reported refunds were verified and
two adjustments noted. One reported payment for $153.60 was
subsequently voided and a $1,350.70 payment made in 1984 was not
reported. In amended reports filed on April 16, 1986, the
Commnittee acknowledged both of these items. Therefore, the
corrected amount owed to the press is $35,091.93. With the
exception of the unreported $1,350.70 noted above, this amount
was paid by the Committee during 198S.

The Pinal Audit Report includes an amount
chargeable to the overall spending limitation after December 31,
1984 of $453,947.60 ($418,855.67 in vendor payables and
$35,091.93 in press payables). This amount is shown as Accounts
Payable as of December 31, 1984. However, as noted above,
follow-up audit work has verified that the entire amount has been

paid.
4, A rent Primary Election Campaign Expenses
PaEi by the General BIggtIon Committee

Du:ing the audit of the Mondale/Ferraro Committee,

Inc., the Audit staff identified $28,928.02 in expenditures made
by the general election committee which appeared to be related to
the primary c ign. The related documentation indicated that
$28,718.75 was in payment of a Democratic Party official's ~
expenses for airfare, lodging, meals, etc., all of which were
incurred between May and July, 1984. The remaining $209.27
related to a utility bill covering 5/2-6/30/84. Pursuant to 26
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U.8.C. § 9002(11) (B), the Mondale/Perraro Committee could ine

qualified campaign expenses prior to the July 18, 1984 date of
nomination only to the extent that such expenses were for =
property, services or facilities used during the General Election

period.

The interim audit report included a statement to
the effect that the Audit staff would treat the $28,928.02 as a
debt owed by the Committee to the Mondale/Ferraro Committes.
This debt was to be considered allocable to the Committee's
overall spending limitation until documentation supporting a
relationship to the general election campaign was provided, In
their Nov £ 18, 1985 response, the Committee concurred with
the reallocation of a $209.27 utilities expense and $2,261.00 in
travel and subsistence expenses from the general election :
campaign to the primary election campaign. The Committee
objected to a similar reallocation of $26,457.75 in travel and
subsistence expenses. They note that the subject expenses were
incurred during late June and early July by the eventual general
election campaign chairman. They argue that these expenses wers
incurred "...after all primaries were over..." and are properly
allocable to the general election campaign pursuant to 11 C.P.R
§ 9003.4(a) which provides for the incurrence of (genercal '
election) expenditures prior to the beginning of the expenditure
report period if such expenditures are for "...services... to be
used in connection with [the] general election campaign....” As
such, they assert that the subject travel and subsistence
expenses relate to the general election campaign because "the
ultimate outcome of the trips was that [the individual] assumed
the role of general election campaign Chairman...."

The Audit staff accepts the Committee's
explanation of the relationship of the subject travel and
subsistence expenses to the general election campaign. However,
the Committee provided no explanation of, or summary to support,
which expenditures comprise the $2,261.00 and the $26,457.75
which they view as allocable to the primary and general election
campaigns, respectively. We have reviewed the documentation
supporting these expenditures and have concluded that $24,768.29
in travel and subsistence expenses could reasonably be considered
to have been general election-related. This determination was
based on a review of the apparent dates of incurrence of the
expenses. All expenses incurred after the date of the last
primary election, North Dakota-June 12, 1984, were considered
general election-related.
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Based on the above argument and analysis, the 5
Audit staff considers $4,159.73 ($3,950.46 in trave ) e
subsistence expenses and $209.27 in utilities) to be a debt owed
by the Mondale for President Committee to the Mondale/Perraro W
Committee, subject to the overall expenditure limitation. i

S. Refunds/Rebates

During a review of certain receipt records, it was
noted that the Committee failed to report $43,859.52 in refunds
and rebates. Given that the Committee's reported expenditures .
subject to the Overall Limitation is used as a base figure in the
limitation calculation, these unreported refunds should be
deducted froam the overall limitation figure reported as of
December 31, 1984.

In their response of November 18, 1985, the
Committee agreed that "the $43,859.52 in refunds and rebates :
inadvertently omitted from its reports should be deducted from
the overall spending limitation figure.”

With the exception of amounts due from the press,
the Interim Audit Report contained no amounts due the Committee
as of December 31, 1984 which would constitute offsets to
operating expenditures. However, during follow-up fieldwork, it
was noted that the Committee had received refunds and rebates
which offset amounts charged to the overall spending limitation
in the amount of $16,886.99. This amount is net of a 10%
compliance exclusion on apparent overhead expenses.

Total offsets to expenditures applicable to the
overall spending limitation are $60,746.51.

6. Accounts Receivable

Sections 9034.6(a) and (b) of Title 11 of the Code
of Federal Regulations, in part, considers expenditures for
transportation, ground services, and facilities made available to
media personnel to be qualified campaign expenses subject to the
11 C.F.R. § 9035.1(a) overall expenditure limitation.
Reimbursement for such services is limited to an individual's pro
rata share of the actual cost of the transportation and services
made available, plus an additional 108. Reimbursements received
may be deducted from the amount of expenditures subject to the
overall limitation to the extent that the reimbursements do not

exceed the amount actually paid by the committee for the services
provided. '
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' Throughout the cnngnLQn, the Comnittee incurce
qualified campaign expenses for air transportation made availab
to Secret Service personnel and for air tzanlportion,rgrchQfé
" secvices, and incidentals for members of the press. | PG

Committee, in turn, billed the passengers an amount equal to ==

their pro rata cost plus 108%. The entire amount in aeeﬂqgﬁ:;-,: w

receivable as of December 31, 1984 related to uncollected press

billings for these Committee-provided services. _

- A review of the Committee's December 31, 1984 Schedule D-P
(Debts and Obligations Owed To The Committee) was conducted in
order to calculate (1) the amount of accounts receivable to be
included on the audited Statement of Net Outstanding Campaign
Obligations and (2) the amount of accounts receivable to be
offset against expenditures subject to the overall limitation.
There was some gquestion, however, regarding both the actual value
of the receivables and the likelihood of their collection, 3

On January 19, 1985, a member of the Audit staff discussed
the matter of the ocutstanding press receivables with the
Committee's Assistant Treasurer. The staff was informed that
twelve of the ceceivables were to be pursued with the remaining
items to be written off. A copy of a Committee-prepared listing

of these receivables was provided for staff review. The adjusted
total of the twelve receivables was $143,089.8S.

On January 28, 1983, the Committee presented their final.
matching fund submission. This was accompanied by a NOCO
Statement which d4id not reflect any amounts owed to the
Committee.l Notes accompanying the NOCO Statement indicated
that the Committee's legal department had advised that the
remaining receivables were being written off after every
commercially reasonable effort had been made to collect them.
A copy of a January 24, 1985 Committee Pinance Department
nongtanduu was included which described the collection efforts,

10/ The.NOCO Statement showed a Net Deficit of $769,088.50. The
accompanying Matching FPund Submission requested a payment of
$772,126.64.




Pinally, on January 31, 1985, the Committee filed
their Year End Report. The Schedule D-P as of December 31, 1984,
after adjustment for differences between the reported amounts and
amounts in the accounts receivable ledger, reflected o
$18%,775.21 11/ in amounts owed to the Committee. '

Due to (1) the uncertainty surrounding the
receivables and (2) to the impact of their exclusion on the
Committee's final matching fund submission (see footnote 10/),
together with the Committee Comptroller/Assistant Treasurer's
earlier statement regarding a decision to pursue certain of the
receivables, the audited NOCO Statement in the Interim Audit
Report reflected the amount of the twelve receivables that wvere
to have been pursued ($143,089.8%5). The report included the
recommendation that the Committee provide additional inforsation
regarding the status of these twelve receivables.

Baving ascribed a value to the Committee's
accounts receivables, the portion of receivables to be offset
against the overall expenditure limitation was determined.

Por purposes of offsetting collections and accounts receivable

against the .amount of expenditures subject to the overall ‘
limitation, the amount of the offset is limited to the amount of
the costs incurred by the Committee in providing the service (11
C.P.R. § 9034.6(b)). As mentioned earlier, however, the
Committee billed the passengers at pro rata cost plus 108.
Therefore, in the Interim Audit Report, the Audit staff
calculated that collections as of December 31, 1984 were
$68,105.48 less than cost. The calculation was as follows:

11/ The Schedule D-P for "Amounts Owed to the Committee® also
contained negative amounts totaling, after adjustment,
$30,810.95. These represent amounts of overpayments
received by the Committee which were to be refunded and are
included in Debts and Obligations to be applied to the

. overall limitation in III.B.3. above.




31/86 | ‘ T
Mjusted Billings T 42,182,702.26
Divide bys Cost ¥ - e . —hins
Derived Cost - | ‘ $1.951,07_4.69
Less: i o
Press Collections o (1,874,030.03)
Secret Service ns = (345,750.13)
Prepaid Adjustment Ul

Uncollected Cost AR : $___60,103.38

Therefore, in the :an:u M!t lqoﬂ:. the Audit staff concluded
that the amount of accoupts receivable at December 31, 1984 which
could be offset against the overall .o'::&mdltu:e limitation was
limited to $68,105.48. In their £ 18, 1985 response, the
Committee stated that it “objects to the treatmsnt of Press
Receivables in the Raport. MPC contends that it should be able
to deduct $263,812.97 in bililed press receivables (whether or not
collected) from the overall expenditure limit." Later in their
respense, the Committes oﬁmn ‘ :

_t assumes that the 10 percent was
m"t. """oﬁ%i B74.8% Lt medl
' ¢ <69 in media
j of the $2,152,782.16
 be _lmtod !:oa MPC's
i ation. 1In reality,
152,792.18 from its
1at amoun! ‘represents the
‘ sportation and services,
Hliﬂhtttttn costs.”
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In summacry, the Committee's argument is twofold.,
Picse, tho¥ argue that the "actual cost®" incurred by the
Committee in providing air transportation, ground services, and
incidentals to members of the press and the Secret Service was
$2,152,782.18. They assert that the 10 percent "surcharge”, .
uhich amounted to $195,707.47, was pact of this "actual cost®,
The Committee provided a narrative description of what wvas
involved in providing these services, including a brief summary
of various Committee personnel duties, however, no cost
accounting or financial summary of what exactly comprised the
$195,707.47 in "actual® administrative costs or what percentage
of these costs have been charged to the overall limitation was
provided. S8Second, they argue that the full amount billed to the
members of. the press and the Secret Service - regardless of the
amount actually collected - is the amount that should be offset
against the amount of expenditures subject to the overall
spending limitation.

The Audit staff's position is as follows: We do
not dispute that the provision of transportaticn, ground services
and facilities, and incidentals to members of the press and
S8ecret Service required a significant utilization of Committee
resources. However, we understand that the Committee billed the
users at 110 percent of the pro rata cost of the transportation,
ground services, and incidentals (these amounts were both easily
identifiable and the maximum amount allowed by Commission
regulations). At no time were the "administrative costs®
similarly accumulated and prorated. Although we appreciate that
this would be both difficult and burdensome to do, it nonetheless
remains that no cost accounting analysis or summary exists to
substantiate that the $19%,707.47 in administrative costs billed
was the Committee's “actual® cost. Such an analysis would not
only entail application of .cost accumulation and allocation
techniques, but would have to take into consideration the
percentages at which the individual costs were initially charged
to the spending limit, i.e., it is unlikely that there would be a
dollar for dollar reduction. Irrespective of the magnitude of
such an exercise at this time, the Audit staff proposes that in
this case it would serve no meaningful purpose for the reasons
given below.
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The Comnission's regulations at 11 C.F.R. § 95034.6
are the relevant source of authority pertaining to reimbursament
for transportation and services made available to media personnel
and members of the Secret Service. It views expenditures im
connection with providing transportation, ground secvices and .
facilities to these individuals as qualified campaign expenses.
It sets the guideline for determining the amount that the
passengers may be billed in situations where a committee seeks
reimbursement for such expenditures. 11 C.F.R. § 9034.6(b)
concludes that * e ... may be deducted from
the amount of expe ures that are subject to the overall
expenditure limitation... except to the extent [they] exceed the
amount actually paid the committee for the services provided®
(emphasis added). It is the clear intent of this regulation that
only the amounts which the Committee actually collects from the
passengers may be deducted from the amount of expenditures
subject to the overall spondtn? limitation. with all due
consideration of the Committee's efforts .to collect their past
due accounts, “"reimbursements received® cannot be construed to
include uncollectible or written-off accounts receivable. In
their response, the Committee states that "after extensive
efforts to collect ([press accounts receivable written-off by the
Committee], the decision was made in January to consider such
debts as uncollectible.”

The Committee's reports for the period January 1
to September 30, 198S, include collections from members of the
grols totalling $8,%561.38. However, during follow-up fieldwork

t was determined that collections from January 1, 1985 to March
31, 1986 totaled $8,848.15. Given this information and assuming
that the Committee will realize no further amounts due from these
debtors, the Committee has not recovered the $1,957,074.69 in
direct transportation, services, and facilities costs calculated
above. Rather, as is shown below, collections have fallen
$63,538.31 short of direct costs.

Derived Direct Costs $1,957,074.69

Less:
Collections through 12/31/84:
Press $1,574,030.03
Secret Service 345,750.13
Prepaid Adjustment (35,091.93)

Collections 1/1/8% to
3/31/86 __8,848.15 (1,89

Difference $__63,538,31




Therefore, for purposes of inclusion in the Pimal =
Audit Report, the amount of the reduction to the cxgondttu:dlwf ‘
subject to limitation at December 31, 1984 for the “Accounts :
Receivable - Air Charters (at 12/31/84)" category will be
$8,848.15. This is the amount of S
subsequent to December 31, 1984, ., as such, renders any
accounting of the Committee's "actual® administrative costs moot.

The audited NOCO Statement (Section III.C.3.) has
been revised to include as accounts receivable only those amounts
actually collected between September 1, 1984 and March 31, 1986.
If additional amounts are subsequently collected, adjustments
will be made in an addendum to the Pinal Audit Report.

M 4 - .1 d o X S s &
Sublect to the Overall Exzpendit

Footnote 10 to the Interim Audit Report took note of a
downward adjustment to expenditures subject to the overall
limitation included in the Committee's April 13, 1985 Quarterly
Report. The adjustment was $307,526.43 and was shown a3 a
reduction to prior years' fundraising disbursements but was not
explained further. The Interim Audit Report d4id not consider
this adjustment.

In their response to the Interim Audit Report, the
Committee explained the adjustment as follows:

"MPC has reduced its limit spending as of

December 31, 1984, by $507,526.43, by allocating

that portion of fundraising costs attributable to
compliance costs to compliance. The FEC regulations
do not state how these costs are to be allocated in
the primary, and this allocation is consistent with
treatnent of compliance fundraising costs in the
general election which must be allocated to compliance.
11 CPFR Section 9004.4 (b) (S).

“The calculation method used insures that -only the
costs of raising private contributions spent on
compliance are reallocated, since MPC's mixed pool
of public funds and private contributions were
used to defray these costs. However, it should

be noted that over $7,000,000 of MPC's private
contributions were never submitted for matching
funds. This $7,000,000 is substantially in

excess of the entire $2,518,741.57 spent on
compliance. Thus, MPC could have defrayed all
compliance costs with private contributions

that were never matched had these been segregated.®
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with re t to the cOnlieioo'a reallocation of , k;‘3}3y,
$3507,526.43 in fundraising expenses to exempt legal and = .
accounting, the Audit staff offers the following comments.

Pirst, Section 100.8(b) (21) (1) of Title 11 of the Code
of Pederal Regulations states that the term expenditure does not
include costs incurred by an authorized committee or candidate in
connection with the solicitation of contributions on behalf of
such candidate if incurred by a candidate who has been certified
to receive Presidential Primary Matching Punds. This section
also states that this clause shall not apply with respect to
costs incurred by an authorized committee of a candidate in
excess of an amount equal to 20 percent of the expenditure
limitation applicable to such candidate under 2 U.S.C. § 44la(b).
In addition, 11 C.P.R. § 100.8(b) (15) states that expenditures
for leqal and accounting services made by a candidate cecrtified
to receive Primary Matching Funds if solely to ensure compliance
with the Act or 26 U.8.C. 9032 et seq. d0 not count against such
candidates expenditure limitation under 11 C.FP.R. § 903S.

The 20 percent fundraising exemption is provided to
give campaigns an additional sum to pay the cost of soliciting
contributions for all purposes. No separate exemption is
provided for the cost of soliticing contributions to defray legal
and accounting costs. PFurther, those expenditures which may be
excluded from the expenditure limitation as legal and accounting
costs must be “solely to ensure compliance.® FPFundraising costs

are neither legal and accounting costs nor solely to ensure
compliance.

Second, the Committee cites a general election
regulation (11 C.P.R. § 9004.4(b) (S5)) to justify the
reallocation, stating that in the general election compliance
fundraising costs "must be allocated to compliance." The cited
regulation does not classify the cost of soliciting contributions
as a legal and accounting cost to ensure compliance. Rather, it
prohibits the payment of expenses associated with the
solicitation of contributions to a separate legal and accounting
fund from monies received pursuant to 11 C.P.R. § 900S.
Therefore, the general election is not comparable to the primary
election campaign. In a publicly financed general election
campaign, qualified campaign expenses are financed 1008 by
Federal funds. There is no need for fundraising, except to

. defray any legal and accounting costs to ensure compliance not

paid with public funds. Although a separate fund is required for
such compliance costs and public funds may not be used to solicit
contributions to the compliance fund, the cost of raising money
for such purposes in the general election is not considered a
legal and accounting cost solely to ensure compliance. 11 C.P.R.
$ 9003.3(a)(2) (1) lists the purposes for which compliance fund



sonies may be used. In addition to legal and accounting costs to
ensure compliance, such funds may be used for civil and criminal
penalties, repayments to the U.S. Treasury, loans to the e
campaign's general fund before the receipt of the public fund
grant, and the solicitation of contributions to the compliance
fund. Though these are ‘gggg‘ot compliance fund
monies, they are not consider and accounting oxgcndltn:cl
solely to ensure compliance. In the primary campaign all :
expenditures are considered to have been made from a mixed pool
of private and public funds. In addition to qualified ca-palgn
expenses, this pool of funds is used to pay legal and accounting
costs to ensure compliance and the costs of soliciting funds.
Therefore, attempting to draw an analogy between the primary and
general election campaigns is not valid. PFurther, given that all
expenses paid by a primary campaign are paid from a mixed pool of
private and public funds, the amount of private funds raised in
relation to matching funds received, or whether or not certain
funds are segregated from the campaign's other monies has no
I{:::tegn how these disbursements are charged to the expenditure
ation.

Pinally, the Commission's Pinancial Control and

Qegg;igasf_gggg%% states on page I-19 that "Legal and accounting
expenses incurred solely for the purpose of ensuring compliance
with the Act do not count against the overall campaign or State
expenditure limitation... The costs of raising funds to defray
exenmpt legal and accounting expenses are not considered to be
legal and accounting expenses and accordingly may be viewed as
fundt:{sinq expenses and applied toward the 20% fundraising
exenmption.”®

Recommendation

The Audit staff recommends that the Commission reject the
Committee's reallocation of $507,526.43 from fundraising to
exempt legal and accounting.

8. Expenditures Subject to Overall Limitation - Recap

- The following is a recap of the Committee's
expenditures subject to the overall limitation.




“* ’gub‘oct<to the limitation

B.1. Pundraising Expenses 2,756.26
' | 136,884.36
453,947.60
Expenses Paid bk 3
General Blection Comsittes  4,150.73
Refunds/Rebates . (60,746.51)

2 U.8.C. § 441a(b) (1) (A)

‘Limitation

3 Jrotal nditures in
cgacu& Limitation

This amount is the figure reported by the Committee at December 31,
1984 ($20,047,673.22) less a $5,092.69 error made by the Committee on
the 1984 Year End Report related to the calculation of the compliance
overhead exemption; plus a $56,383.00 fundraising disbursement which
was not reported by the Committee; less ($8,212.38) in voided checks
which were included in the Committee's reports. On April 16, 1986,
the Committee filed amended reports acknowledging the unreported
expenditure and the reported voided checks.

In addition, it should be noted that this amcunt does not creflect the
reallocation of prior years' fundraising disbursements to exempt legal
and accounting as was included in the Committee's April 15, 1985
Quarterly Report. See Section IXXI.B.7.

This amount does not contain oxpondttuu made by any Mondale delegate
committee. Those expenditures are addressed in the Conciliation
Agreement for MUR 1704. RELa :
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Exhibit C.
Page 1 of 1

Sections Qzﬂbi‘ﬂ) (X) and (3)(F) of Title 2 of the United
States Code state, in part, that each report shall disclose for
all rebates, refunds, and other offsets to cperating , -
expenditures. In sddition, esch report shall disclose the
identification of each person who provides a rebate, refund or
other offset to operating expenditures to the reporting committee
in an aggregate amount or value in excess of $200 within the
calendac yesr, together with the date and amount of such receipt.

: During the Audit staff's review of the Committee's refund
and rebate zecords, it was noted that the Committee received
1,156 refunds/rebates which totalled $2,319,837.88. Further, it
was determined that 780 of these items totailing $2,296,064.70
requized itemization. _

Our tests for Committee disclosure of its refunds/rebates
indicated that 42 items totalling $43,859.52 were not reported on
the Committee's Reports of Receipts and Disbursements. In
addition, one item was reported but was not itemized on Schedule
A-P of the Committee’s reports. Of the above 43 itens, the Audit
staff determined that 32, with a dollar value of $43,482.09,
required itemization.

It should be noted that the omission of the $43,859.52
requires a reduction of the Committee's expenditures subject to
limitation. See III.B. in the Pinal Audit Report.

Committee officials stated that it was their policy to
itemize all refunds and that this omission was an oversight
attributable to the volume of transactions. -They indicated that
they would research the matter and file an amendment which would
properly disclose the required information. The Committee was
provided a schedule of the unreported refunds.

In the Interim Audit Report it was recommended that the
Committee review the 43 items and amend its reports accordingly,
within ngdayl from the receipt of the report.

In their November 18, 1985 response to the Interim Audit
Report, the Committee agreed to amend their reports to include
the 43 items omitted in error from previous reports. Although
untimely, on April 16, 1986, the Committee filed amended reports
which detailed the 43 items that were previously omitted.

Recommendation

The Audit staff recommends that this matter be referred to
the Office of General Counsel. .
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contributions in Rxcess of Limitation ¥

Section 44l1a(a) (1) (A) of Title 2 of the United States Code
states that no person shall mske contributions to any candidate
and his authorised itical committees with respect to any
election for Pederal office which, in the aggregate, e Al
$1,000 and Section d4la(f) states, in part, that no candidate or
political committee shall knowingly accept any contributions in
violation of the provisions of this section. -

Section 103.3(b) (2) of Title 11 of the Code of Federal
Regulations states, in part, that wvhen a contribution cannot be

::totniu.d to be legal, refunds shall be made within & reasonable
ne.

In its Reports of Receipts and Disbursements filed with the
Commission, the Committee disclosed 497 contributors whose
aggregate contributions exceeded $1,000. Of that total, 195 were
corrected in a timely manner through refunds, reattributions, or
transfers to the Candidate's General Rlection Compliance Pund. A

description of those items not timely corcected is contained in
1. through 4. below.

1. The Committee made 52 refunds of excessive amounts
totalling $17,940.00. However, on the average, 144 days elapsed

from the date(s) of deposit until the date the excessive portions
were refunded. ‘

2. Contributors authorized 3 reattributions of excessive
amounts totalling $1,100.00. On the average, it took the
Committee 103 days from the date of deposit to secure the
reattribution authorizations.

3. Contributors authorized 164 transfers of excessive
amounts totalling $51,034.00 to the Candidate's General Election
Compliance Fund. It took an average of 158 days from the date of
deposit until the excessive portions were deposited (transferred)
into the Compliance Pund's depository.

2/ No contributions received by any Mondale delegate committee
which, if aggregated with contributions of the Mondale Por
President Committee, would be in excess of the limitations
contained in 2 U.S.C. § 44la(a) (1) (A) are included in this
finding. Those contributions are addressed in the
Conciliation Agreement for MUR 1704. Pursuant to that
agreement, the Committee paid $350,000.00 ($50,000.00 on
December 17, 1984 and $300,000 on Pebruary 27, 198S) to the
U.S. Treasury in lieu of refunding the contributions.
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4. As- of December 31, 1984, 84 excessive contributions
totalling $32,779.00 remained outstanding. The Committee has
been attempting to resolve these cutstanding excessive -
coantributions through contacts with the contributors.

In the Interism Audit Report, the Audit staff recommended
that, wvithin 30 days of receipt of the report, the Committee
submit evidence demonstrating that the contributions noted above
vere not in excess of the limitation, or, within the 30 day = .
peciod, refund the excessive portions and present evidence of the
refunds (front and back of the refund checks) to the Audit staff,

In the response to the Interim Audit Report, the Committee
stated that since December 31, 1984, the Committee "refunded or
te=allocated all excessive contributions identified by the
auditors in the work papers they submitted to the Committee, with
the exception of those contributions for which there is no t,
deliverable mailing address. Bfforts to return or reallocate the
contributionrs listed on the Schedule on p. 61 (of the Committee's
re to the Interim Audit . t] were unsuccessful in that
the post office returned the mail. We propose to donate these
contributions to a charitable foundation. All of the other
excessive contributions have been reported as refunded in the
Pirst and Second Quarters, 198S 3-P reports filed by the
Committee. The auditors may inspect the checks at their
convenience."” ;

Other than the list of contributors who the Committee could
no:.ioa:g, no documentation supporting the Committee's action was
su tted.

During the course of the follow-up fieldwork, the Audit
staff determined that the Committee had resolved, although
untimely, 66 of the 84 outstanding excessive contributions noted
a8 of December 31, 1984. The remaining 18 excessive
contributions total $9,652.

Recommendation

The-Audit staff recommends that this matter be referred to
the Office of General Counsel.
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The Office of General lellﬂi«hll "juld the Proposed
Pinal Audit Report on the Mondale for President Committee, Inc.
(the "Committee® or "MPC") and the mesorandum dated May 15, 1986
that contains updated information based | additional
fieldwork. Our comments, pursuant to 9V.B.5. of the Audit
Program, are set forth below. Fummtieil references are to
the proposed report.

I. COVERAGE DATES (I.A.)

23
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The Office of General Counsel understands that the proposed
audit report, as updated per your Hay 15 memo, will
comprehensively cover the period from Committee's inception,

November 2, 1982 through March 31, 1986¢. We suggest that this
be made explicit in the proposed report that goes to the
Commission.

yi ‘!E1 e Audlt ﬁfvﬁio? notes that the Cmu;m first began
raising funds and making d!sbuzmtl oa r 2, 1982, of an

?lontory nature. The Committee stered as Walter Mondale's

ncipal campaign committee on January 3 i 83. The first
tcpo:t of receipts and disbursemsnts £ hﬁ ter registration
included all receipts and aim-—mu umade from November 2,
1982. The date of August 31, 198S signifies the close of books
for the most recent report of receipts and disbursements filed at
the time of the audit. :




IZI. PINDINGS AWD RECOMEENDATIONS 3

A, Allocation of Expenditures to States (III. A.)

The audit report notes that the Committee has reported
allocating the following amounts to three states in which the
Committee apparently exceeded the limitations set forth in
2 U.8.C. $$ 44la(b) (1) (A) and 44la(c). In Iowa, the Committee
allocated $676,344.28 against the limitation in that state of
$684,537.50. Expenditures totaling $3088,164.53 were allocated to
the Maine limitation of $404,000. PFinally, the Committee
a%l:eaecgoa total of $469,699.61 to the New Hampshire limitation
of $404,000.

In addition to disbursements made, the Committee's record-
keeping system identified payables allocable to the three states
totaling $4,548.40 for Iowa, $5,777.99 to Maine and $10,062.7S to
Nev Hampshire. The Audit Division recommends, and this Office
agrees, that such payables when paid be considered when
calculating repayment for expenditures subject to the state
spending limits. This approach is consistent with the
Commission's handling of the Cranston and Glenn repayments.
Based on the Audit Division's May 15 memo regarding follow-up
fieldwork, the "payables® noted in the proposed report have all
been paid at this juncture. We understand that the draft report
prepared for the Commission will fully detail the change.

1, Specific Allocation Methods

In its discussion of the allocation of expenditures to
states as set forth in 11 C.P.R. § 106.2(a), the Audit Division
has identified other expenditures which it considers subject to
allocation under 11 C.P.R. § 106.2(b) (2). These latter
expenditures were not allocated by the Committee against the
Iowa, Maine, and New Hampshire spending limits, and were included
in the Commission's interim report. The Office of General
Counsel's comments on the Audit Division's recommendation to
allocate under 11 C.P.R. § 106.2(b) (2) are set forth below. We
assume that because only three states are mentioned here, no
other allocation issues arose in other states that would result
in excessive expenditures.

N 4
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a. Media Expenditures (III.A.l.a.)

Section 106.2(b) (2) (i) (B) of Title 11l of the Code of Federal
Regulations requires that expenditures for broadcast
advertisements purchased in a particular media market covering




one state shall be allncltuﬂ to each i

) | t0 the clellnted audience. The Audit sion,

iew of the Committee's allocation of these :ex :,n_inﬁgq” v

aled that they were understated by $20,03 s 'S hj“
17.00 in Maine, and $4,052.00 in New Hampshire. In its

- sonse to the interim report, the Committee agr to unkc the

abu'helndta allocations. Gy

b. I

nei;

lt tlt'outcoe. this Office would like to lngg.!t that this
of the proposed report include a brief Q::lanue&ou of the

cost centers utilized by MPC to which repeated references are

made in the finding and in the related attachment. In addition,

"
ve Lo that the proposed teport's language be more ,
c qualified in certain piacoa. such as the parenthetical on the
Michelman discussion on page 16 of Attachment I. IS
o™
R Section 106.2(a) (1) Title 11, C.P.R. states that:
~ “Except for expenditures exempted under
i 11 C.P.R. 106.2(c), expenditures incurred by
e a candidate's authorized committee(s) for the
purpose of influencing the nomination of that
c candidate for the Office of President with
respect to a particular State shall be
o allocated to that State.
he Therefore, unless exempted, expenditures incurred to influence
~ the presidential nomination in a particular state must be
e allocated to that state. In this instance, specific allocation

rules only require allocation of travel and subsistence expenses
of individuals working in a state for S days or more, effectively
creating an exemption for such expenses incurred by individuals
working in a given state for less than S consecutive days. See
11 C.P.R. § 106.2(b)(2)(ii). Section 106.2(b) (2) (11i) of TIitle
11 of the Code of Federal Regulations states that “travel and
subgsistence expenditures for persons working in a state for five
consecutive days or more shall be allocated to that state in
proportion to the amount of time spent in each state during a
payroll period." Under 11 C.F.R. 106.2(e), committees are
required to keep adequate records to support calculations
-involving state allocations. ,

The Audit Division argues that oxpondtturos totaling
$7,178.46, $19,589.89 and $6,945.10 should be allocated to the
uaino. Iova, and New Hampshire expenditure totals, respectively.
The Committee agreed to make reallocations for errors totaling
- $4,808.84 to Maine, $13,880.01 to Iowa, and $2,383.03 to Mew
Hampshire. However, it disputed the balancae of reallocations
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recommended in the interim audit report. (The interim ceport set
a $7,589.65 figure for reallocations to the New Mampshire total.
However, in the final report the Audit Division concedes €hat -
$644.55 of the original New Hampshire reallocation total need not
be added to that state's total.) i v

In response to the interim report, the Committee submitted
to the Commission a2 document which went over every disputed ;
finding made by the Audit Division over payments made to 31
individuals. The Audit Division states that what little
documentation exists seems to indicate that these individuals
were in one of the three states for five consecutive days or
more. The Committee disputes this finding stating that the
documentation the Audit Division used to support its
recommendations "does not demonstrate that the individuals in
question were in the states for more than four days and therefore
no state allocation is required.” Rl

As we indicated above, the Audit Division has proposed minor
adjustments based upon arguments put forth by MPC in its response
to the interim report. Por 30 of the 31 individuals, however,
this Office agrees that the evidence set forth in the Audit
Report is sufficient to support the inference that the
expenditures should be allocated to the 3 states indicated.

Given the sufficiency of these threshold findings, the Committee
ng;t do-:nst:ato that the expenditures should not have been so
allocated.

The candidate and the Committee have assumed the burden of
proving the campaign's disbursements are qualified campaign
expenses. 1l C.P.R. §§ 9033.1(b) (1), 9033.11(a). This
allocation of the burden of proof comports with "the traditional
approach that this burden normally falls on the party having
knowledge of the facts involved.® Environmental Defense PFund v.
EPA, 548 P.24 998, 1004 (D.C. Cir. Y976), aff'd on “E&!ﬁlﬂi' 548
F.2a 1012 (D.C. Cir. 1977). The Committee also has the burden of
proving that it has allocated in a reasonable way. As we have
noted in previous audits, the committee has the burden of proving
it has reasonably allocated its disbursements among the states so
as not to exceed the state spending limits, since disbursements
allocable to a state beyond the state's spending limit are non-
qualified campaign expenses. OGC Comments to the Cranston Pinal
Audit Report, July S, 1985, at 6; OGC Comments to the Reagan—-Bush
'84 (Primary) Pinal Audit Report, January 13, 1986, at 9-10; OGC
Comments to the Americans With Hart Pinal Audit Report, April 4,
1986 at 6. We note that the Commission has approved audit
reports and repayments such as John Glenn's that use check and
per diem requests, car rental records and hotel bill checks as
evidence that a particular campaign staff person was in a state
for the requisite number of days. This is a reasonable method of
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making a threshold finding that a person was working in s state
for the requisite number gt days to require allocat oﬁ?at_;;;qw_:
and subsistence. . T

Another aspect of this £1ndin2 is the method of calculating
the S-day period. Several of the individual trips appear to have
involved a person's working in a state for at least a portion of
the fifth consecutive day. It is our understanding that where a
ca-gaign stagf iorlon stayed in a state for four consecutive .
nights, the Audit Division counted the checkout day, making the
stay five "days" long--even if the campaign worker may have
subsequently left the state that morning. Por example, if &
staff person stayed in Iowa on Monday, Tuesday, Wednesday, and
Thursday nights, and checked out on Priday, under the
regulations, he would have been in the state for pact of Friday,
and thus for five consecutive days. :

The Audit Division uses as its support for this position the
following language from the Explanation and Justification of
Section 106.2: "([flor the rurpolo of determining the length of
time a:lingiv:dual temains in a state, the co-n:lslon '*lt'th'
generally look at the calendar days or an g%gﬁ on thcigg, hat
that person was in state rather than usTE% -hour per ). "48
Ped. Reg. 5225 (1983) (emphasis added). The Committee has
generally acknowledged that the staff persons in question (in
instances where the supporting documentation consisted of hotel.
stubs or per diem requests) were in the state for four nights.
After applying the checkout test, this admission by the Committee
would serve to prove that the staff persons were in the states

for the requisite number of days and state allocation of those
disbursements would be necessary.

The Committee argues that these documents do not, on their
face prove that the individuals were in a given state for five

. consecutive days. However, once the Commission demonstrates a

reasonable factual basis for challenging the Committee's
allocations to a particular state, we believe that the Commission
can put the burden on the Committee to negate the inference that
the staff persons were there. In the absence of any evidence
produced by the Committee to the contrary, it is reasonable to
conclude- that the five day rule was satisfied, and allocation of
the disbursements for the trip is appropriate.

The Office of General Counsel generally agrees, therefore,
with the Audit Division's recommendation that travel and
subsistence expenditures totaling $7,178.46 should be allocated
to Maine, $19,589.89 to Iowa, and $6,945.10 to New Hampshire.
Additionally, the Office of General Counsel suggests that the
report include language that more clearly joins the discussion of
the probative value and use of per diem requests, car rental

ES201Rh2e 189:HRtRRRARME18R RAGO5.9E 11280258 wnlEnl00d 2e  the




"checkout test.®” Pinally, we recommend that the proposed. :
describe the reasons that the Audit Division recommends a partial
Iﬂﬂ.!tllﬂ. of NPC's arguments involving Itea II 26 on pages 16 .
and 17 of Attachment I. il

C. ‘Salaries

As part of the Audit Division's recommended findings in
Section IIXI. A. 1. b., !%E;g. the Committee's records were
reviewed to determine whether appropriate allocations were made
for salaries and PICA or consultant fees paid for those persons
:o:king in a particular state for more than four consecutive

ays. '

Section 106.2(b) (2) (11) of Title 11, Code of Pederal
Regulations states that, except for expenditures relating to
con:liancc costs and fundraising, salaries paid to persons
vorking in a particular state for five consecutive days or more
shall be allocated to each state in proportion to the amount of
time spent in that State during a payroll period. According to
the Explanation and Justification of this section, this would
include salaries of "advance staff” who remained in the state for
five consecutive days or more, such as those discussed above. 48
Ped. Reg. 5223 (1983).

The same criteria that require allocation of travel and
subsistence expenses to a State also are applied to determine
whether state allocation of salaries is appropriate. Therefore,
if the Commission concurs with the Audit Division's approach in
Pinding III.A.l.b. of the report, discussed above, it should also
concur with the Audit Division's recommendation for reallocation
of the salaries, PICA and consultant fees of seven individuals to
the Iowa, Maine, and New Hampshire expenditure totals. (See
Attachments I and II of the proposed report.)

In addition to challenging the reallocations involving the
above-mentioned staff, the Committee objected to the reallocation
of $6,525 to Iowa, $10,500 to Maine, and $4,725 to New Hampshire
in the Interim Report. These sums represented 30 percent of the
salaries of the Committee's State Coordinators that, the:
Committee argues, represent work on national campaign strategy,
which is exempted from state allocation by 11 C.P.R. § 106.2(c).
The Explanation and Justification to this rule reads as follows:

While this section sets forth the basic rule
for allocating salaries, a candidate may
demonstrate that a particular individual or
group of individuals is in a State for five
days or more to work on national campaign
strategy. Although the Commission expects
such exemptions to be the exception rather




232009

R 7094105

than the ruls @8 £ecog
cxample, Bay be Beld An & ceatshl Josated
ex ‘ Ay
s::::tﬂ;! an n:t.ldol t.rtodkat t me. b i

48 Ped. Reg. 5225 (1!!3). - The cn-nitﬁuo uudnzlenndc this to -nnnfﬁﬁ

that it can exempt that portion of tht,ictasy of state :

coordinators devoted to uleionnl.clupn&gz « The’ anﬂit ¥

ut

Division argues thae this language perta the so=-called
“advance stafft® gg};.

We concur with the Audit nlvlclon'l xleullnndation that tho

30 percent portions of the three state Coordinators® salaries
should not be oangctd from state allocation; however, we lnggctt
that the Audit Division make some o s to the proposed 2
finding. It is the opinion of the Office of General Counsel
that the regulatory language may, in ny’tanrtlto circunstances,
pertain to all campaign staff, not only to "advance staff." The .
gzopocoa tcpott sees® to unnecessarily limit this provision to
advance staff.” As as the Committee can demonstrate that
staff persons remaining in a state for more than four days are
there to work on national caspaign stratagy, the exemption from
state allocation should apply. In the nt case, the
Committee has failed to produce that evidence, merely asserting
that 30 percent of the work of the individuals in gquestion was on
national strategy. We recommend, however, that the proposed
report set forth the issue as we have indicated. In particular,
we suggest that the penultimate sentence of the first paragraph
on page 9 of the proposed report (setting forth Audit's opinion
as to the applicability of the exemption) be eliminated.

4. %gigllaucs and Pundraising Expenditures

(i) ‘Telephone and Utilities

Section 106.2(c) (S) of Title 1l of the Code of Pederal
Regulations provides, in part, that the Committee can exclude
from state allocation a total of 20 percent of the salaries and
overhead expenditures that would normally be allocated to that
state under 11 C.P.R. § 106.2(db) (11) and (iv). 11 C.P.R.

§ 106.2(b) (2) (iv) states, in pertinent part, that "overhead
exponditures include, but are not limited to, rent, utilities and
telephone service base charges.® After its examinatiocn of this
pool of exempted expenditures, the Audit Division concluded that
the Committes had improperly included intra-state long distance
calls in overhead. According to the Audit Division, this served
to artificially inflate the size of the 20 percent pool of -
exenpted expenditures.
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The question presented to the Commission is, acco:dtnqi , '

| vhether it considers intra-state telephone charges to be overhead

expenses. The regulations require allocation of intra-state
calls to the particular state in which they are made. The Audit
recommendation is premised on the conclusion that the Commission,
in specifying "base charges® meant thereby to exclude any other
charges from telephone expenses, despite the "include, but ace
not limited to" languagc of the regulation. Second, the ‘
regulations specifically deal with charges for telephone calls,
exempting inter-state calls made by a committee, and requiring
allocation of intra-state calls to the particular state ia which
they are made. 11 C.P.R. § 106.2(b) (2)(v)(A).

In the General Counsel's view, the telephone calls
necessary to coordinate a state campaign can properly be viewed
as overhead. Such charges are a fundamental part of coordinating
a state-wide campaign at least as much as ang local use of
telephones which could be subsumed in base billing charges.
Attempts to distinguish long distance charges as somehow less
part cf the overhead for the activity than included local use
wvould seem to draw highly technical distinctions, which might
vary from campaign to campaign, depending on what kind of service
contract was provided. The General Counsel does not believe that
the Commission, by specifying that intrastate long distance calls
aust be allocated to the state, and specifying telephone base
charges, intended to preclude itself from concluding that such
charges were part of overhead. Accordingly, the General Counsel
disagrees with the Audit recommendation.

(i11) Pundraising--28 Day Rule

The allocation exemption provided by 11 C.P.R. § 106.2(c) (5)
does not apply "within 28 calendar days of the primary election
as specified in 11 C.P.R. 110.8(c)(2)." The Committee held the
“largest grass roots fundraiser in history” within 28 days of the
first Iowa caucus. The Audit Division's review of this

fundraiser revealed that $16,270.49 in related expenses should be
allocated to Iowa.
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The Committee, in response, argued against allocation and
cites Advisory Opinion 1979-71 as stating that the Iowa caucus is
not an "election" as defined by the Pederal Rlection Campaign
Act. Therefore, the Committee argues, the 28-Day Rule does not
apply to the Iowa caucus. The Committee also argues that :

11 C.P.R. § 110.8(c) (2) establishes only a rebuttable presumption
that such expenditures are not for fundraising.

The Committee's interpretation of A0 1979-71 has taken its
aptltcation far beyond the narrowly drawn scope for which tt was
wezitten. The opinion was limited to the issue of whether the
regulations required the filing of pre and post-election
disclosure reports in connection with the Iowa caucus. The
opinion stated that it was not necessary to file these reports.

- In the view of this Office, the situation at issue here is
not "indistinguishable in all its material agpects” to that
o mentioned in the opinion. 11 C.P.R. § 112.8. .

Secondly, the opinion states that a caucus is still an

~ election with regard to the campaign expenditure limitations. As

3 the Committee concedes, the opinion even quotes language from

Ne 11 C.P.R. § 110.8(c)(1l). The Committee's argument is that since
the opinion 4id not specifically mention § 110.8(c) (2), which

o governs the 28-Day Rule in 11 C.P.R. § 106.2(c) (5), that the

caucus opinion in AO 79-71 applied. However, this interpretation

expands the scope of the opinion.

The Cpinion states:

In addition, the conclusion that the Iowa
caucuses and conventions are not elections as
defined in the Act has no effect on the
application of the contribution limits of the
Act. See 2 U.S8.C. § 441a(a)(6). Nor does
this conclusion change the application of the
chondltuza limits to Presidential candidates
eligible for matching PFederal payments.

AO 1979-71 p.S. The 28-Day Rule is a part of the Commission's
regulations that implement the statutory limits and was not
specifically addressed by the Commission by this opinion. No
issue was presented as to the fundraising exemption, since the
requestor was not a publicly-funded presidential candidate or
agent thereof.

As previously stated, the Committee also argued that
11 C.FP.R. § 110.8(c) (2) establishes only a rebuttable



resumption that such expendituces are for fundraising,

lthg:gh the 1977 lxplazzzian and JustiF¥ication states that this
tegulation focuses on "fundraising expenditures vhich may in fact
be campaign expenditures,® it sheds no other light on the = =
rebuttable nature of the presumption nor on what type and degree
of evidence would rebut. See also 11 C.P.R. § 100.8(b)(21) (iii).

The Office of General Counsel thus agrees with the Committee
that the presumption is rebuttable, but concurs with the Audit
Division in the recommendation to require the Committee to
document the national nature of the fundraiser held within 28
days of the Iowa caucus pursuant to 11 C.F.R. § 106.2(c)(3). We
do, however, have two suggestions. Pirst, we recommend that the
£inal report eliminate the language on the rebuttable
presumption, such as that contained in the second full paragraph
on page 12. Second, although the Committee's response offerred
no factual evidence as to the scope of its fundraising activities
nationwide and in Iowa within 28 days of the state's caucuses,
the point raised is a valid one. This Office understands that
prior to this audit, the meaning and scope of "targeted”
fundraising expenditures have never been presented to the
Commission for resolution. Given the Committee's adumbration of
the issue, but its failure to set forth a factual basis for its
position, we recommend that the report invite the Committee to
set forth its legal position in more detail and to provide the
factual basis underlying its argument.

e. Publiec gginion Polling Expenditures
(I e« A.l.@.)

The interim audit report revealed that a local Washington,
D.C. polling firm statement identified two separate surveys taken
in Iowa and New Hampshire. The costs for these surveys had been
allocated to the headquarters' cost center rather than to the
appropriate state. The interim report required allocations of
$13,500 to Iowa and $12,500 to New Hampshire. In response to the

interim report, the Committee agreed to make the above-mentioned
reallocations.

© 2. Other Expenditures Requiring Allocation (III.A.2.)

In addition to the above, certain other expenditures were
identified in the interim report that the Audit Division believes
should be allocated to the three states' spending limits,
although the expenditures may not have been incurred or paid
within that state. See 11 C.P.R. § 106.2{a)(l). Again, we
assume that because only three states are mentioned here, no

other allocation issues arose in other states that would result
in excessive expenditures. :
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vendors leased cars to the Committee between the mtonl
- February 22, 1984 and March 2, 1984. Since the Iows caucus vas

held on Pebruary 20, 1984 and the Minnesota precinct caucuses

were on Narch 28, 1984, it is reasonable to assume that these

cars were used to influence the Iowa caucus. The Committee

admits in its response that cars were used to tr gt "Pritz

c
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(s Blitzers" from Minnesota to neighboring Iowa to influence that
. c

<

state’'s caucus (i.e., not for purposes of national campaign
strategy).

The Committee also leased 20 automobiles in Massachusetts
between November and December, 1983 and returned them between the
end of February and early March, 1984. The New Hampshire primary
was on Pebruary 28, and the Maine Caucus was on March 4, 1984,
while the Massachusetts primary vas not until March 13, 1984.
(Because the dates of these elections are relatively close, the
use of an exact date on the return of the rental cars, as vwe saw
in the Iowa comparison, would be more useful and persuasive than
the estimation used for New Hampshire.) The Committee, in its
response, admitted also that the cars were used to transport
"Fritz Blitzsers" from Massachusetts to neighboring New Hampshire
to influence that state's election.
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As the proposed report states, 11l C.P.R. § 106.2{(a) (1)
states that expenditures incurred by the Committee for the
puzpose of influencing votes in a particular state shall be
allocated to that state regardless of where the debt was
incurred. The Committee's azgument that the costs should
automatically be exempted from allocation as interstate travel
under 11 C.F.R. § 106.2(c) (4) is not persuasive. We suggest that
the proposed report be revised to include a quote from the =
Explanation and Justification on that section so that the
Comsmittee can address the central part of the Audit Report's
argument that it has not shown a basis for an allocation contracty
to the Audit Division's. %

In conclusion, we agree with the Audit Division's

f; T recommendation that $25,451.38 be allocated to Iowa and
i $31,331.71 be allocated to New Hampshire.
o b. Telephone and Related Services (III.A.2.D.)
. The interim report identified disbursements by the Committee
“ to two labor organizations and two vendors that were not

allocated to the Iowa state limitation despite the fact that
documentation for the disbursements, according to the Audit
Division, indicates the expenditures should have been allocated.
In response to the interim report, the Committee agreed to
reallocate $3,955 to Iowa and $4,8356.62 to New Hampshire as
recommended by the Audit Division.

c. Printing and Shipping Expenditures (III.A.2.
c.)

According to the Audit Division, invoices prepared by one

Maryland and two Maine vendors for preparation of campaign

. materials contain notations mentioning a specific state although
the expenditure was attributed to a headquarters cost center.
Based upon this review, the Audit Division recommends that the
additional amounts of $15,403.50, $4,690.69 and $3,550.40 be
allocated to the expenditure limitations of Iowa, Maine and New
Hampshire, respectively, 1In response to this recommendation in

the interim report, the Committee agreed to the reallocations.

d. Miscellaneous Expenditures (III.A.2.d.)

Documentation for additional miscellaneous expenditures
(related to computer charges, auto accident claims, clean-up
charges and restaurant charges for a rally) reviewed by the Audit
Division indicates, in the auditors®' opinion, they should have
been allocated to a state despite their allocation as
headquarters expenditures. The Audit Division also notes that
the Committee posted an incorrect total to its worksheets for
allocation to Iowa and New Hampshire on its February, 1984

a 70404
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" Monthly PEC Report. As_the result, the Audit Division now '

recommends additional allocations of $6,472.68 to lowa
$4,482.24 to New Hampshire.

In its response, the Committee agreed to reallocate all of
the above amounts except $121.00 for New Bampshire and $250.00
for Iowa. The Committee argues that the Audit Division = |
recommends those reallocations without sufficient evidence.

The $121.00 according to the Committee cepresents 3 i
reimbursement to advance staff for lunch. Howsver, the Audit
Division's review reveals that this amount is the balance due a
restaurant for catering a Mondale rally. The rest of the bill
was allocated bI the Committee to the New Hampshire expenditure.
limit. The Audit Division argues that, although the $11] ‘

paid by the advance staff, it wvas for the rally and not for
personal subsistence. Therefore, the Audit Division argues, the
payment is not exempt fraom state allocation under 11 C.F.R.

§ 106.2(b) (2) (11i). We agree with that reasoning, and with the
Audithgivinion': recommendation to reallocate $4,482.24 to New
Hampshire.

The $250 payment was to a real estate firam for clean-up
after a Mondale Victory rally. As the Audit Division argues,
this activity does not fit the defintion of an expense related to
interstate travel under 11 C.P.R. § 106.2(c) (4). Therefore, we
agree with the Audit Division's recommendation to reallocate
$6,472.66 to Iowa.

e. Debts Rgggiring Allocation When Paid
I .A. l..

The interim report concluded that, in addition to the
amounts above, the Committee should also allccate to Iowa, Maine
and New Hampshire, debts owed for services apparently rendered
for those states as of December 31, 1984. While the Committee
did not deny that the amounts were payable, MPC stated that it
could not tell whether the Audit Division was agreeing with the

‘Committea's figures or contesting the Committee's allocations.

Therefore, the Committee said in its response to the interim
report: "in the absence of sufficient information, we are
disputing [the Commission’s] allocation of $8,548.40 to Iowa, -
$5,777.99 to Maine, and $10,062.72 to Nev Hampshire.”

The Audit Division states that it provided the Committee
with a schedule detailing the creditors' names, the Committee
voucher numbers and amounts of payables. This information wvas
provided to the Committee before the Committee received the
interim audit report, according to the Audit Division. :

It would ar that the Co-littoo is contesting the
allocations onigpgocausc its staff does not undo:lt:gd them or
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cannot locate the documentation in MPC's files. The cquaietcoﬁ~v~“'

has not said, directly, that these amounts are not owing, nor has

MPC produced any evidence to satisfy their burden of gtovlnq that
w

the amounts are not owing. Since payables incurred with respect
to activity in the states may be allocated to the state il
limitations in the same manner as cxpenditures, we agree that
these amount should be allocated when paid. We recommend,
however, that the report be more explicit as to what underlying
materials were submitted to the Committee that supported these
findings. Note, however, that these payables should not, in the
calculation of the state limitations, be a basis for deteraining
repayment for non-qualified campaign expenses under 11l C.P.R,

§ 9038(b) (2). Comments of the General Counsel to the Proposed
Pinal Audit Report on the John Glenn for President Committee.

See also, Comments of the General Counsel toc the Proposed Interim

Audlt Report on the Mondale for President Committee, Inc. pp. 10-

1ll. Based on the Audit Division's May 15 memo to the General
Counsel we understand that the paid/payable distinction no longer
exists as the Committee has now paid its bills. We also
understand that some errors will result in some minor changes to
the amounts allocated to Iowa and New Hampshire.

£. Suggested Table of Contents

The Office of General Counsel suggests that the proposed
audit report be revised to include a table of contents, since
this report is of such length and complexity. This will help
both the Commission and the Committee to locate different
subjects, refer to the recap table on page 20 of the report, and
to the proposed initial repayment determination. This would be
especially useful in this case, since the proposed report will
likely have so many attachments and exhibits. Moreover, since
the Committee's responses are keyed to the sections in the Interim
Report, some cross reference would make finding relevant
materials easier. : .

qg. Conclusion--Allocation of Expenditures to
States

Finally, the May 15 memo notes several other payments not
heretofore seen that the Audit Division allocated to Maine, New
Hampshire and Iowa, as well as a $38,753.70 reduction to the
limit for New Hampshire with which the Committee apparently
agrees. Based on these and other adjustments, we understand that
the Audit Division has concluded that the Committee exceeded the
state limits by a total of $311,736.14, a reduction of
approximately $26,000 from the proposed report, and that the
Committee will have an opportunity to respond to these
:llocations and adjustments after the final audit report is

ssued. -




B. Allocation of itures to the Nationa $
mitation B.

The interim audit report found that $646,752.94 should be
added to the Committee's reported total of $20,047,673.22 subject
to the overall limitation. The overall limitation, adjusted for
the Consumer Price Index pursuant to 2 U.S8.C. § 44la(c), is $20.2
million. Therefore, according to the interia report, the
Committee exceeded the overall limitation by $499,426.16. HNote,
however, that this amount includes payables as of December 31,
1984. The proposed final report concluded, on the basis of ;
updated information, that the Committee had exceeded the overall
expenditure limitation by $523,234.98. Purther revisions, based
upon additional Audit review as reflected in the May 15 memo,
will result in an amount of $578,904.44 in excess.

The interim report concluded that the Committee should amend
its disclosure reports to reflect the proper total of
expenditures subject to the limitation, or produce evidence to
prove that it had not exceeded the limitation. 1In its response
to the interim report, the Committee first stated that it had not
exceeded the limit, and then proceeded to reallocate some ,
fundraising expenditures to compliance, which is exempt from
inclusion in the overall limitation. (See Pinding I1XI.B.7.) The
Committee then concludes that only $19,781,370.04 in expenditures
are subject to the limitation, and that they are $418,629.96
under the overall limitation of $20.2 million.

l. Fundraising Expenses (III.B.l.)

Costs incurred by a publicly-financed candidate associated
with the solicitation of contributions do not count against the
overall limitation exzcept to the extent that those costs exceed
20 percent of the spending limit. See 11 C.P.R. § 100.8(b)

(21) (). Costs associated with insuring compliance with the Act,
however, are totally exempt from the limitation.

Commission regulations at 11 C.P.R. § 9035.1(c) provide for
an across-the-board compliance exemption of 108 for personnel
costs and overhead, and an additional 108 for fundraising(subject
to the 20% limitation on the fundraising exclusion). A committee
may take these 10% exemptions without being required to show that
an actual 10% went to each of these categories. 1In addition to
the regulatory exemption for compliance, the Commission's Control
and c°¥gliancc Manual sets forth alternative methods for
exempting certain costs from application to the limits of

2 U.S.C. § 44la(b). 1Included as integral parts of these
alternative methods are certain assumptions.
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The Committee, however, 4id nnz at!l!n._tl. method set forth
in the Manual, but rather sought to use seles portions of it.
The Manual specifically excludes m cost ot’f!:mution of
matching fund submissions from com o for # oty See Compliance
Manual page I-1S. However, the ceview by ivision
revealed that the Committee had included lalt ef eholc costsy in
the exempted 83 percent 1iance pool. The Committee argues
that matching fund preparation expenses ars actually compliance
costs, mandated by the statutory scheme.  The Office of General
Counsel agrees that matching tund '“”j‘fatlan costs can be
allocated, at least in part, to compliance, and should not be
viewed as "costs incurred in connection with the solicitation of
contributions® since matching funds are by definition not
contributions.

Even if th. Commission concurs that costs of matching fund
submissions should be viewed as compliance related, however, a
second issue remains. The Audit Division argues that the
Commission, in adopting the Financial Control and Compliance
Manual, concluded that the Committee could utilize the 85%
exemption of the accounting cost centers only if it
simultanecusly agreed to deem the cost of getting matching funds
as equivalent to the cost of raising contributions, attributable
to overall limits or to fundraising expenses. While the General
Counsel does not believe that the Commission should and 4id not
by the Manual exclude from the definition of compliance costs the
costs of raising matching funds, he concurs with the
recommendation that the amounts in question should be reallocated
in the report. The Committee will thenm be required to
demonstrate why the Commission should not require it to allocate
the matching fund submission costs to fundraising, while still
utilizing an across-the-board co-putatiou device.

The Commission's interim audit report required reallocation
of the $152,339.%57 in fundraising costs attributed to the
preparation of matching fund submissions. The Committee, in its
response, offered no new arguments on this point, nor have the
Audit Division's arguments changed. As in the interim report,
the Audit Division still :ocoaa.ndn reallocation of the above-
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mentioned expenditures, and since the Committee has nlroidy”ﬁ@iﬂ..'
its 20 percent fundraising exemption, these expenditures would be .
added to the overall total. ‘

The Commission has not previously ruled on this issue; the
regulations provide only that the 10% cxcogeion includes salacies
(and overhead expenditures) of the national headguarters office.
While the General Counsel is inclined to agree that some portion
of the costs of fundraising, which are properly placed in the
accounting costs center, are part of the base on which the
compliance exemption is computed, the Committee's argument does
not completely set forth what costs they intend to reallocate.
Inasmuch as the issue wvas raised only in passing in the interia
report, and should be fully addressed by the Committe®, the
General Counsel concurs with the Audit Division on this finding.

2. Joint Pundraising Expenses (III.B.:.)

(o
The proposed report notes that the Committee participated in

M a joint fundraising event with the Democratic National Committee
~ (DNC) . Because the DNC was the main sponsor of the event, the

Committee did not have the records describing its involvement.
& Therefore, the extent of the Committee's financial involvement
went unaudited until the Audit of the DNC wags commenced. After
cross-referencing the DNC Schedule A, the Audit Division has .
determined that the Committee contributed $136,884.36 to the
joint fundraising event.

Because the Committee has exhausted its 20 percent
fundraising exemption, this amount would be allocated to the

overall limitation. The Committee, in its response, agreed to
the above allocation.

3. Debts and Obligations to be Applied to the Overall
Limitation (111.B.3.)

This section of the proposed report will be changed to
reflect additional fieldwork conducted through the end of March.
As ve understand your May 15 memo, changes are being made as a
result of subsequent reports filed by the Committee that have
been verified by the Audit Division during its latest round of
fieldwork. The report that goes to the Commission will contain
the updated figures. It is our understanding that the proposed
report will fully detail the changes, which reduce the amounts
allocable to the overall limit by approximately $20,000.

The interim report found that an additional $44%,658.68 in
Committee debts outstanding as of December 31, 1984 should be
allocated to the overall spending limit. 1In its response to the
interim report, the Committee agreed to allocate $414,633.48 in
debts and obligations to the overall limit. The Committee




h inflated the Commission's

AT TR

attributed the diffezence utm
*quplicate and invalid invoices® whig
figure by $31,025.20. R

After receiving the Committes's response, the Audit Division
:gaia zevieved the cun-ze:-.!-aﬁf? osure reports from January 1

igh September 30, 198S. The Committee stated that ita figure
of $414,633.48 wvas based on actyal subsequent payments through
that date. The Audit Division found that the pittee had
disclosed in its disclosure reports $405,796.75 in operating and
fundraising disbursements allocable to the overall spending limit
made through Septembar 30, 1985, and allocated $8,836.73 to
“exempt legal and accounting® costs. 3

The auditor's review, as set forth in the pppz:ocﬂ report
submitted for review, revealed that the Committes 414 not include
in its list of obligations amounts owed tc news organizations for
unused prepayments and overpayments. The Audit Division had
argued that these amounts, totaling $30,810.95, should now be
treated as accounts payable, and subject to the overall
limitation, because they were reported as refunds to offset

expenditures when they were received. We agree with the Audit
Division's conclusion. :

it

220

The $30,810.93 was carried by the Committee at the interim
stage as "negative accounts receivable.” However, the 1988
disclosure reports through September, according to the Audit
Division, indicate that the ttee repozted these payables as
$33,894.83 in press refunds. ¥We agree that these payables :
should be added to the operating expenditures total inasmuch as

they fit the definition of a "qualified campaign expense® under
11 C.P.R. § 9032.9.

4. %gg%fcnt Ptll‘t% Election c2¥gaign nggnsos Paid
y the Genera ection Committee (III.B.4.
The Office of General Counsel has not previously commented

upon this subject as this section was added before the interim

audit report was sent to the Cosmittee, but after this Office had
made its comments.

2 3
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The Audit Division, during the audit of the general election
committee, the Mondale/Ferraro Committee, identified $28,928.02
in expenditures made by the general committee that appeared to be
related to the primary. The interim audit report apparently

treated this amount as a debt that the primary committee owed to
the general committee.

In its response, the Committee agreed that a $209.27 utility
bill and $2,261.00 in travel and subsistence expenses should be

Z/"The May 15 memo reports that this figure will be changed to

$35,091.93 as a result of an unreported nt of $1,350.00 and
a voided payment of $1853.60. Lo o7 = il
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reallocated to the primary. However, the C
feallocation of the remaining $26,457.75. TH
that these expenses were incurred by Mr. Bert
Chairman of Mondale's general election camp
nd were related to the general campaign.
3.4(a), expenses incurzed by the candi

ral election e iture period as define 13 C.P.R.

. 9002.12 may be ameﬁﬂm’:hq general ele ‘committee if

the gm‘mmitui“e:“ umm .‘.1'41:';t : :cut' i “:?wn u:::iﬂ:“::;

the zal election ' o - X s st Ay ver, th

the expenses at issue here would be eoggzdozitf ualified campaign

rpenses for the general election, given the g — :
against expenditures incurred prior to the nominat
26 U.8.C. § 9002(11)(B);s; 11 C.P.R. § 9003.4(a)(1).

The Audit Division, in thoug:oposod £inal czeport, concedes
, that $24,768.29 in travel and subsisteace could reasonably have
5 been related to the general election. However, &8 to $3,950.46
- in similar expenses, the Audit Division recommends allocation
i o '!2‘2!‘ they were incurred before the date of the last primary

While the timing of the expenditures is not necessarily -
determinative, a point seemingly conceded by the Audit Division
at 29 of the proposed report, it is a legitimate factor to
take into consideration. Eere, the dates involved provided the
Audit Division with a reasoned basis for concluding that the
amounts in question were primary-related. Given this basis for
the Audit Division's threshold finding that the amounts in
question should be considered a debt owed by tha primary
committee to the general committee, and so subject to the
expenditure limitation, the Committee has the burden of showing
that the amounts need not be 80 allocated. The Committee's
response merely concludes that all of Lance's expenses vere
general-election related, on the basis that by late June, the
activity necessary to secure Mondale's nomination had basically
been completed. While the Audit Division accepts the argument
with regard to most expenditures, they contend that the $1689
should be reallocated, for the activity which ocurred before the
last primary. In the General Counsel's view, {f the Commission
views the activity in question as general election activity it
should not use a cut off date not otherwise established.
Although an argument could be made that such a conclusionary
statement does not meet the Committee’s burden, we feel that the
$1,689 still at issue need not be reallocated to the primary
election, and should not count against the Committee’s primary
election limitation. :

2 3
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Se Refunds/Rebates
( -B.S.

The interim report noted that the Committee failed to report
$43,859.52 in refunds and rebates. Such refunds/rebates must be
reported as assests and deducted from the Committee's overall




expenditures under 11 C.P.R. § 9034.5(a) (2) (144), In dts
rog. nse to the interim report, the Committee agcoidetggy-*
cteallocation. ¥ )i N

S 5

The interim report contained a finding that the Committee
received $1,919,780.16 as of 12/31/84 in actual reimburssments
for secret service and press transportation as permitted under 11
C.P.R. § 9034.6. That regulation clearly states that )
*reimbursements received” may be offset against total
expenditures subject to the overall limitation. 11 C.F.R.
$ 9034.6(b). The Committee’s first argument is that it should be
able to offset total press receivables whether or not they were
actually collected. The proposed final report reaches the ,
~N conclusion that the regulation used the term "received®
intentionally to prohibit committees from claiming that

o unreimbursed expenditures were not limited, even where, as here,

o the lack of reimbursement was patently no fault of the
committee's. The reimbursements must be actually réceived in

) order to be offset against the expenditure limit. The Office of
General Counsel agrees with the Audit Division's resolution of

~N that issue, and notes that it is consistent with the Commission's

treatment of UPI receivables involving the Reagan-Bush Genecal
Election Audit.

5 The Committee's second argument in its response to the
<r interim report involves the Audit Division's figure on the actual
cost of press and secret service transportation. The interim
c report and the proposed final find the actual cost to be
~ $1,957,074.69. The Committee billed $2,152,782.16 for
transportation (which is equal to 110 percent of $1,957,074.69),
<« and argues that this figure is the "actual cost®” of
transportation. Only reimbursements received for actual, or
direct costs of transportation and related services to the press
may be offset. 11 C.P.R. § 9034.6(b). The Committee argues that
actual cost should include the administrative cost of providing
these services to the press.

While we acknowledge that administrative costs related to
the provision of transportation may be included as part of the
actual costs for which reimbursement may be legitimately sought,
we are in general agreement with the Audit Division that the
Committee failed to provide adequate documentation to identify
such costs. However, as pointed out in the proposed report, the
Committee has not recovered its costs (even without the inclusion
of the disputed administrative costs). Therefore, the
adninistrative costs issue is effectively subsumed by the larger
issue of deducting from the limitations only amounts received.
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The interim report at ﬁootuotc 10 took note of a reduction
the Committee made to its overall expenditure limit. - This issue
was not further addressed in the interim report; however the
Committee discussed it in its response.

23

The Committee contends that the Commission should agree that
costs attributable to fundraising for compliance purposes are
part of its compliance costs. It proposes to calculate these
costs 8o that only the cost of raising private funds spent on
compliance are reallocated. No Commission regulations deal with
what costs in the primary can be allocated to compliance, nor do
any provide for treating fundraising costs either as attributable
or not attributable to compliance.

QR 7N 40 4

To the extent that the Committee supports its argument, it
does so by comparison to the general election scheme, arguing

without further elaboration, that the general election's section
9004.4(b) (S) should be read as permitting a primary committee to
exempt as compliance costs those costs of so £c1tationl yielding
private monies spent on coupllanc.

37 The Hay 15 memo notes that the Committee's revised reports
indicate actnal collections of $8,848.15. We understand that the
proposed report will be changed to include this latter figure.
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Section 9004.4(b) (5) must be read in conjunction with
section 9003.3 that permits 100% publicly-funded general slee!
- candidates to establish a legal and accounting fund. Sectio
9004.4(b) (3) provides that such solicitation costs for the lagal
and acoounting compliance fund are not qualified campaign = = .
expenses and cannot be defra with public monies. Por section
9004.4(b) (5) to apply, a publicly-funded candidate in the general
election must have established a legal and accounting compliance
fund. What the Committee seems to argue is that had the e
Committee had a legal and accounting fund for the primary
election, then § 9004.4(b) (S) would have permitted (required?)
the Committee to only use private funds for solicitation, and
those costs would not be lified and therefore not subject to
‘the limits. The Office of General Counsel agrees with the Audit -
Division's recommendation that the Commission reject the "
Committee's reallocation of $3507,526.43 from fundraising to
exempt legal and accounting and seek repayment for that amount. -




This document with attachments and the Supplemental
Response of the Mondsle for President Committee to the Federal
Election Commission Interim Audit Report constitute the
response of mmo for nui.dm c_c-uen. Ine. ("MPC" or
the "Committes”) to the Pederal Blection Cosmission (“FEC" or
the “Commission®) Interim Audit Report ("Report”) dated August
19, 198S. Part I of this document briefly outlines WPC's major
objections to the methodology used in preparing the Interim
Audit Report to ia!lqth both the amount of the recommended '
repayment and the amount of MPC's expenditures in excess of the
state and overall limits. As to the specific findings and
rne—ndntim contained in the Report, MPC objoct: to some
and concurs with others. This point-by-point response is set
forth in Part II. In Part III, MPC summarizes the proper
method and correct figures wvhich MPC contends should constitute
the basis for a Commission repayment determination.
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RESPONSE OF
m FOR PRESIDENT eumm 'ro FEC _
. INTERIM AUDIT REPORT
This m with attachments and the Supplemental
Response of the Mondale for President Committee to the Federal
Election Commission Interim Audit Report constitute the
response of The Mondale for President Committee, Inc. (“MPC" or

' the “Committes”) to the Federal Election Commission (“FEC” or

the “Commission”) Interim Audit Report (“Report") dated August
19, 1983. Part I of this document briefly outlines MPC's major
objecticns to the methodology used in preparing the Interim
Audit Report to inflate both the amount of the recommended.
repayment and the amount of HPC‘s'upnditu:,n in excess of the
state and overall limits. As to the specific findings and
recommendations contained in the Report, MPC cbjects to some
and concurs with others. This point-by-point response is set
forth in Part II. 1In Part III, MPC summarizes the proper
method and correct figures which MPC contends should constitute
the basis for a Coomission repayment determination.




P

e
e
-
o~
«
o
<
c
o
«<

m Iatﬂ.'h mv: l.oport cuploy: various means of
inflating thl tmt demand to the Committee by more thln
ten times tho -um of a legitimate :wt uqunt 're
lcumthhﬂ.ﬂnlmrt MIunhothtMWtotm-
-_q-nutw:n in excess of the limits nnddcvimamot
reguesting a 133 percent repayment for these inflated
expenditures. In the course of so doing, the Report
cé.pncatu a process that should be clear and
straightforvard. The Report obscures its untenable result — a
repayment greater than 100 percent., while repeatedly asserting
that the financial manipulations and distortions used to
achieve such an end are required by standard accounting
practices. In fact, the methodology used in the Report is
totally contrary to sound legal and accounting principles.

'~ The format and lack of clarity in the Report further
obscure the legal issues underlying many of the audit |
assumptions. One of the most confusing aspects of the Report
is the use of the NOCO Statement to manipulate and distort
MPC's financial p:l.etu:oQ The NOCO statement as revised by the
Report 'totany fictionalizes MPC's financial position by
pretending that the Committee possesses assets which it does
not have and by imagining that bills which the Committee has

-l
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: nec u:qu m Muhn t:o tm on the following

‘mlc cenum uhich au diuetly umxuy to the statute and
luch :uuxt in gross mxui.nn of tho initial repayment '

1. ‘W m lqozt reduces MPC's .ntitlmnt

- by 100 por«m: of the m nf wtuus which were pa:ld

after the date ot mugnuney. m mc allegedly in excess
of wtun limits, resulting in's repayment demand of
$294,609.36. This 100 percent repayment demand is in direct
conflict with the holding in Keppedy v. FEC, 734 F.2d 1338
(D.C. Cir. 1984) ("Kennedy") where the United States Court of
Appeals ruled that the Comnmission may obtain only a ratio
repayment for nonqualified expenses based on the percentage of
public funds in a Committee's campaign coffers. In MPC's case,
the ratio of public funds is 32.9853% or roughly 33%. (See

p. 68=76 below). '

N 2. 133% Repayment: On top of the 100 percent
repayment demand for excessive expenditures paid after the date
of ml:’tgibility. the Report demands the additional 33 percent
ratio repayment permitted under Kenngdy for those very same
expenditures. Thus, despite the Kennedy ruling that the
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ion of entitlement for
4n addition a ratio

m: 3 !Iu lmre mltﬁu that NPC has
$244,000. 00 u um -h- u u.u;r. the Committee
has no such m mtm mtm wlmﬂl their ntvicu
to create proofs !m“phumrmunem:
expense. MPC uul M m:tnts as & !ﬂnﬂuhinq device, giving
them in return for contributions, but vas unable to dispose of
all of them. Whem it became cbvious that no further
contributions could be raised on the basis of the prints, MPC
gave the remaining prints awvay to previous contributors and
staff. The Report views MPC as still possessing the prints and
values them at the maximum value ever reflected on the NOCO for
the total number of prints — $244,000. This has the effect of
diminishing MPC's entitlement and therefore increasing MPC's
repayment by $244.000.00. Since MPC no longer possesses tha
art prints and MPC's disposal of them vas in complete accord
with 31.1 statutory and regulatory provisions, the Report
incorrectly attributes this asset to the Committee. (See
p. 64-67 below). |
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secvices to mo

compliance costs and t m q-uituzu which cmt
against the overall limit in | ‘lh uuoct is to increase
MPC's limit spending by om,:ﬁ.n. The costs incurred for
preparing matching fund mxm almly fall within the
compliance cost wicn alpso ehoy uiu only to comply with
Title 2 and Title 26 tmlg-_utt.. ﬂn,upﬂ:, in concluding
that such costs are "Mdshl Mj‘. treats them in the
same way that costs incurred in raising private contributions
are treated. Tredtment ‘o't these costs as “fundraising costs”
is contrary to the statutory language of the fundraising
exemption which clearly does not apply to costs for preparing
submissions necessary to obtain public funds. (See p. 41-44)
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applicable statutory and regulstory requirements. In every

‘instance, the ca-utn exszcised best efforts to comply with

the provisions of Title 2. As demonstrated by the Interim
Audit Report and this response, any missllocations or errors by
the Committee were insdvertent and represented an insignificant
percentage of Committee transactions. -2 ca
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I1.5. ALLOCATION OF EXPENDITURES TO STATES
11.5.1. SPECIFIC ALLOCATION METHODS
y II."I.'V "

MEDIA EXPENDITURES

The Committee agrees to adjust its accounting :chéds
to correct errors in medis sllocations to Iowa, Maine lﬂdm
Hampshire of $20,034.00, $6,617.00 and $4,052.00, respectively.
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-mm uo.zcbmmm. trml lnd
subsistence wim !o: urlm vorking in a !tltt nue
not be allocated to me mu unless a person works in thr
state for five min up npc aq:ou to make
reallocations for o::o:l u the amounts of $4.808. “.
$13,880.01, and 02.303-'.03 €0 Maine, lowa and New Hampshire,
respectively, based on thp information provided by thc '
auditors. However, the Committee disputes the following -
allocations on the grounds that the auditors' supporting
documentation does not demonstrate that the individuals in

23237

« question were in the states for more than four days and
e« therefore no state allocation is required:

¢

c

b MAINE

o 1. Jim Blair $ 36.67

$340.00

Auditors rely on document showing that he received
per diem for August 28 through August 31, and a document
referring to an expense reimbursement for a Mondale trip
of August 31 to September 1. Nothing presented to us by
the auditors shows that Blair was in the state for more

than four days.

Jim Farrell $994.66

Auditors' evidence consists of an automcbile rental
contract from a Boston rental agency for the periocd
February 22 to March 27, 1984. Although the car wvas
impounded in Maine, there is no evidence that Jim Farrell
vas in Maine for more than four consecutive days.
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$451.00
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$144.68
ts that indicate

m& Mcago she was in

Kathleen ncu ‘ $216.12
o .$ 50.00

ies of check requests provided as evidence do not
20.: d‘g indication that she vgs in the state more than
our days.

Dan PFoley | $200.56
$ 56.38

Copies of check requests provided by auditors bear

3: indication that Poley vas in the state more than four

ysS.
Michael Ford : $151.41

- The auditors mi.u of check requests, none
of which bear any ml«tm that Ford was in the state
more than !cnr mt ‘days.
Vicki Hartsan $183.66

mditotl cnecltod $383.66 in o:gcmu to Iowa when
Committee mlr nmm m £or tzo 00
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Larry Martines

Martines rented a car in m on Jumazr!. ‘and
returned it on January 21. He vas in Iowa J Ty 19.
There is no evidence he wvas u Iova any otho: t. me in
January. :

Ellen Schneider ' $ 78. oo
$182.98

Copies of documents s: the auditors as
evidence do not bear tes u:dicatinq that thil
expenditure would be allocable.

Bart Chilton $400.00
$388.03

ies of rental car documents used as evidence by
the auditors shov a car rented in Illinois to this
driver, but no evidence that a driver or car were in lowa
more than four consecutive days.

Cynthia Alksne $483.60
$ 43.20
$ 34.%0

Copies of rental car documents used as evidence by
the auditors show a car rented in Illinois to this
driver, but no evidence that a driver or car were in lowa
more than four consecutive days.

Gary Kelleher $128.46
$289.71

Kelleher, in Iowa as an advance person, rented two
1S-passenger vans and a press car for a Mondale stop and
returned them the next day. Neither his salary nor these
vehicles., which were used by the candidate and press for
one day, are allocable to the state.

Peter Handler $400.00
$511.63

ies of rental car documents used as evidence by
the auditors show a car rented in Illinois to this
driver, but no evidence that a driver or car were in Iowa

- more than four consecutive days.
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Barry Leftgoff : $468.00

)ies of rental car documents used as evidence by
the auditors show a car rented in Illinois to this :
driver, but no evidence that a driver or car were in Iowa
more than four comnsecutive days.

Elizabeth Shapero $129.00

Documents provided by the auditors establish that
only 22 days are allocable to Iowa, although the auditors
allocate a full 32 days. We are adjusting for ten days
for vhich there is no evidence that Shapero was allocable

to Iowa.
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$150.00

‘ ﬁ!mmuou do not bear any
was in the state of Nev Hampshire.

$619.57

Documents provided the auditors consist of a
check regquest for NclLa in‘'s pet diem of February 1
through Februacy 3, 1964 for a Mondale trip to New
Hampshire, a hotel bill check reguest indicating loding
for the Nondale travel and advance party for 2 of those
days., and an expense reimbursement request for the
Mondale trip of Pedruary 2, 1984. None of the documents
have any dence on the face to indicate McLaughlin was
in New Hampshire more than three days.

Doug Michelman $463.10

Evidence presented by auditors consisting of a copy
o: .:tclznck quest for lodgirs lo:ndvm: $ _mld
s or Mondale visit to New Hampshire trip, and copy
of a request for c days per diem: in conn.geiu with a
WFM New Hampshire trip. 100 is no indication that
Michelman wvas there more than consecutive days.
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$308.09
3¢ copies of Mﬁ

$361. ll

: mhtc of a copy of a check
or rooms for staff and advance
january 8, 1984, a copy of a check
musry 4 through 7, 1984 in
‘ @ trip to Nev Hampshire on
and s copy of the check request for payment of
a hote um !or Y le trip on January 8, 1984.
There is nc evidence on the face of the documents to
establish that O'Malley wvas in the state more than four
consecutive days.

David Van Iderstine $847.79

The evidence provided by the auditors consists of a
copy of a check request for per diem February 4 through 6
in connegtion with a Mondale trip to New Hampshire,
copies of drafts cashed in New Hampshire on February 9.
1984 for auto nntll in cmtien with a Mondale trip to

: lmﬁ.mdacopyotachock
- tzavel and advance party for
, of P 8. This does not establish
ne m h the state for more than four




$405.78

. by the auditors consists of a
\;‘Ti_idau & Massachuset:

for Jemuacy i:’:'.‘.‘u acy 13, 's copy
o 2 &nd Januaty 13. s co ;
for expense oo reement for January 13, and a :og:of a

equest for dm diem on .nmury ough
11 in connection vith mﬁ: trip to New Hampshire on
January 12-13. The lut per diem request is for the same
riod as the advance salary request vhich was clearly
scribed as part Massachusetts and part New Hampshire.
There is no evidence that Werbel was in New Hampshire
more than four days.







0
o
o
~
e
o
-
c
~
«




lalalaY ¥ ¥ ¥ ¥ ¥ V. Y9

-3 2

-
c
-
c
~N
(-4




The M 1
$3.218.43, 92, 931.83
mtu. zm{"f" iy.
allocations on ﬂn 'f? _} ‘ ﬂ) thlt the auditors’ docmntution
does not mm M -'m individuals listed were in the
state more thea four Qnrl ‘and (2) that the key state personnel
in these states played an sssential naticnal policy role
Justifying a 30 mm a&iuatica of their salaries to
headquacrters op.utinq Wtu:n not subject to state

allocation.

1. Ilowa Documentation citod,bg auditors failed to
establish that the following individuals were in

the stste for the period allocated.

Jonathan Blum 600.00
Christensen 300.00
chael Pord 652.80
Taxes-FICA . 108.70

Bart Chilton 1,220.00
P. Handler 971.42
Elizabeth Shapero 400.00

Taxes-FICA 181.40

$i.4d4.232
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cuditou in
_establish that the
in the state for

12429

.,

$ S52s5.00
800.00
360.00
300.00
180.00
972.16
300.00
240.60
540.00
400.00

—360.00
$4.277.26
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2. Under 11 c.r.n. loci:ton 1«.3(:). expendituzes m
national campaign operating expenses, insluding staf?, need mot
be allocated to any seuc. : xu 1 Cc.F.R. Section 106. a(b)u).
the Commission has also mlodqod' tlut many campaign nuﬂ
mﬂm an umthuy uttml cuputgn role, t:avolunq )
!zmntly to many states. Uhdtr this sectiocn, salaries and
. tzavel expenses for staff need not be allocated to a specific
state unless those staff are in the state for five or more
consecutive days. In the Explanation and Justification
accompanying this section, the Commissicn further acknowledges
that there may be staff, mlm. etc. which perform a
*national strategy” function and therefore need not be
allocated to any state. '

i R

demonstrate that a particular individual or group

of individuals is in a state for five days or

more to work on national campaign strategy."
48 Fed. Reg. 5223 (1983). MPC contends that 30 percent of the
salaries of the state directors in Iowa, Maine and New
Hampshire, are directly attributable to national strategy and
campaign planning and are thus, under this principle, allocable
to national operating expenditures and not to the three states,
respectively. .

These states vith the earliest primaries of the
campaign were critical in terms of overall national campaign

phnnimg. Key personnel in these states played a primary




political role in planning mm which transcended their .
specific states. They m regulazly u .gontact with miml
campaign noutl.m staff and Muuu in planning ctntm
on the naticnal level and in devising and assisting polling and
media strategy on a naticavide basis. This function falls
squarely wuhh the development of national campaign strategy
vhich the Muton has lc!nnvhdqod in its regulations.
Thezefore, NPC objects to the reallocation of salaries in the
amounts of $6,525.00, $10,300.00 and $4,725.50 in Iowa., Maine

and Nev Hampshire, respectively.




$ 17,157.14  § 15,788.7¢

8- 3,725.33 $- 4,977.76
$-10,3500.00 $- 0

L0 —4$.725.50
. .
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I1.5.1.4. CONPLIANCE AND FUMDRAISING EXPRNDITURES
II.8.1.4(4) TELEPHOME AMD UTILITIES =

' MPC objects to the resllocation of $6.498.36 to Iowa,

$1,109.55 to Naine, and $3,606.53 to New Hampshire.

Commizsion regulations at 11 C.F.R. Section

! 106.2(b)(2)(iv) require that overhead expenditures for a state

office be allocated to the expenditure limitation for that

- particular state. This regulation then lists examples of

overhead expenditures, but specifically states that overhead
expenditures are not limited to the examples given. One
example given in the regulation is “"telephone service base
charges.” Commission regulations at 11 C.F.R. Section
106.2(c)(3) then provides that 20 percent of overhead
expenditures will not be charged to state limits, but will
instead be treated as exempt compliance costs (10 percent) and
exempt fundraising costs (10 percent).

MPC, in allocating expenditures to the limits for
Iowa, Maine and Nev Hampshire, included intra-state long
distance telephone charges in overhead costs. MPC acknowle&ges
that intra-state phone charges should be treated as an
expenditure counted against the app:optiate state limit. By
the same token, the 20 percent exemption for compliance and
fundraising must also apply to those charges. In fact, a
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c-rtain pecceatage ot mtn-lut- lcuq tuuumo charges au
related to compliance and mu-m V 7 '
The sudit report erronsously concludes that the 20

percent exsaption for compliance and fundraising does not apply

to intra-state long distance charges. This conclusion is
apparently based on the fact that the regulation listing
examples of overhead expenditures does not include intra-state
long distance charges. The report thus ignores the fact that
the regulation itself states that the list of examples of
overhesd is not all inclusive — overhead expenditures
“include, but'are not limited to" the items listed. 11 C.F.R.
Section 106.2(b)(2)(iv).

This erroneous conclusion is also contrary to the
underlying rationale of the regulations's allocation of the
base service charges to compliance and fundraising. That
allocation is based on the presumption that 10 percent of the
phone uge in the state is related to compliance and 10 percent
is related to fundraising. That presumption is therefore based
logically on the assumption that 10 percent of the phone calls
themselves are related to compliance and 10 percent to
£un&raicing.

1/ MPC has elected to take the flat percentage for
compliance and £undraising as provided for in the regulations.
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- tm wtzh m Mieé:‘l t:m utll‘f’
 chazges.  The Committes

-allocated 10 m o: bwic n:vicc ehugn and long dhtmo

charges at the uuclul mim to cnpumo and 10 poretm: to
fundraising me to 11 C.F.R. Section 9035.1(c).

Consisteat with rioz audit practice, the sudit report dou not
challenge this headquarters allocaticn under the identical
regulatery language. There is, therefore, no basis for taktng
a contrary position as to tho'utato allocations as set forth in
the Report.
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fundraising mdimumt:u the state limitation. The

Report reallccates these Mturn to the Iowa limit on the
Dasis that they were incurred within 28 days of the Iowa
caucus. MPC cbjects to this reallocation of $16,270.49 to the
lowa limit.

11 C.F.R. 110.8(c)(2) provides that costs incurred
vithin 28 days of a State primary, convention or caucus shall
be presumed to count against the expenditure limit for that
state and not to fall within the fundraising exemption.
However, in A.0. 1979-71, cl;o Commission held that the January
1980 Iowa caucuses were not elections under the Act. The
Advisory Opinion does state that the expenditure limits
nevertheless remain in force for Iowa and specifically quotes
11 c.r'.n. Section 110.8(c)(%). However, the opinion does not
state that the 28-day rule at Section 110.8(c)(2) remains in
effect.

Moreover, Section 110.8(c)(2) which establishes the
28-day rule merely creates a rebuttable presumption that
expenditures made within that time frame are not for
tt;ndraising. In this instance, MPC held the largest grass
roots fundraiser — America for Mondale — in history within 28

days of the Iowa caucus. This was a nationwide fundraiser
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cars rentsd in muchuutts lnd

actually chargesble to Kev Hampshi

based on “notations® found by m'.auim- suggesting that the
cars were in Iows and New Hampshire.

Since the cars vere un'tod'!_h_umsota and
Massachusetts, the expenditure is clearly allocable to those
states. To show otherwise the auditén would have to produce
proof showing that the particular cars involved were actually
in Iowa or New Hampshire and on which days this occurred.

Evidence presented by auditors consists of rental
contracts, parking tickets and damage claims. None of the
evidence establishes that the cars were in the state more than
four consecutive days. Only one invoige, from Clark Motors,
leasing cars to the New Hampshire uou office, offers
reasonsble evidence that the expense is allocable to the state.

Moreover, under the regulations, it is entirely
legitimate for these cars to be leased and used for interstate
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Hampshire u: l.m tluu £ive-day per: dd. There were u:lo:
volunteer ncdln- ("Frits Dlitzers")
Massachusetts d.lign.c to bring m volunteers to Im ud
Nev Mampshire. m the rml&;“;. the Committee need not
have allocsted those expenditures tn m stato‘.

Iova New Hampsghire

$ 25,451.38 ' $31,331.71
- 26,052.

=-0- $ S,278.87
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and $4,361.2¢4 to New
the following expend:
without m!!iehnt

ac ]
L o]
N
™M
N

R 70 40 4%




TR """‘ m&“ﬁ%m'm_
‘ The th ac not ptovido m w!eh any
'dnmutian to mmut- their allmtion We are unable
to determine w tlioi: allccation is censistent with m
own, or if they are mming our anocatton In the m
of sufficient wouleton. we are disputing their aumtiw

of $8,548.40 to Iowa, $35.,777.99 to Maine, and $10,062.75 to lw
Hampshire. '

| —
Amount Per Audit $ 8,548.40 $5,777.99  $10,062.73
: - =10.062.73

Committee Adjustment  -_§,348.80  -3,777.99
ADJUSTED AMOUNT $__-o0- $_-0- _  $__=0-__

SUMMARY - FINDING II.B.

The following is a summary of Committee adjustments to
the Interim Report (p. 39 ) and a recap of allocable
expenditures to the states on the basis of MPC's responses to
Pinding II.B. (p. 40 ) of the Report. This recap should be
compared to the recap on p. 12 of the Report. On the basis of
this response, MPC's total expenditures in excess of state
lmits amount to $18S3,997.92.
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312.8.1.4.(1)

12.8.2.(8)(Y)
and (1)

11.8.2.(0)(1)
and (YY)

‘ ‘om,'“

$ 8.548.48

$12.500.00
{21000

$31,331.78
LN T W2

S— N ]
$lSSA.00
$ 4,482.2¢
SAudbl28
$10,062.7%
- W T}




and Mum

‘x-.o 8e = “‘.r'“. ‘
FICA and Consuitant

t!.l.‘l.‘.(i) - Cﬂﬂlﬂ m
and Fundraising
Telepheone and mﬂ\thl

11.8.1.4.¢11) - rmmu
txpenditures-28-day Ay

11.8.1.¢. - Publie unt’u'
Polling Expenditures

11.8.2.8(1) and (1Y) -
Automsbile Leasing

£2.8.2.5.(19) and (1%) -
Telephone and Related
services

ll-.'aoc. - "‘M’ﬁ' “
Shipping Expenditures

lx...z.‘. - "’“.“m’
Expenditures

11.8.3. ~ Oedbts and
Odligetions (To Be Allecated
wWhen Patd)

TOTAL

Less 2 U.S.C. §441a State
Spending Limitation

Total Expenditures in huu of
State Limitatiens

‘ ”6"’0.

—Ta
$007,212.87

$ 3.212.87

4.002.00

2.383.03

6.008.48

$.270.97

4,056.62
3.850.40
4.361.24

—h.an

$512,767.28

404.000.00

$108.767.28
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cost incurred hjm m:au vith pﬁygncion and
submission of its rms for m tunds as “fundraising”
costs, and not as mnm" costs. The :nult of this
recommendation is to increase MPC's limit spcndi.nq by
$1352,339.57.

This recommendation is erroneocus for the following
reasons: (A) the costs incurred to prepare a matching fund
submission arise gnly because of the requirements of Title 2
and the Fund Act and therefore fall within the compliance
exsmption; (B) the costs of pnpar.ai:l.on of matching fund
subsissions do-not fall vithin the fundraising exemption; and
(C) the costs of ptcéntitién of matching fund submissions are

2/ 8ince MPC has exhausted its zo cent
fundraising exemption, this entire amount would be charged
against the cnuu upndtmt liltmton. :

&.
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_ properly nxocahu to the mﬂu cost mu: for uuaue
 Committee elected to utilize the standard 85 percent “‘ﬂ“‘m

~ regulation and moreover, is incorrect that such costs fall

—= 13 percent non-exempt formula and therefore the Contu&b
must accept this allocation. ‘

A. Under 2 U.S8.C. lmicn 431(9)(B)(vii)(II) lcqnl
and accounting expenses umn:roa leuly for the pumu of
ensuring compliance with the m or with cnmo:l 95 or 9§ of
Title 26 are not considered wmu and are not subject to
the expenditure limit of 2 U.S.C. § ¢41(b). The payments in
question were those made by the Committee to CDSI (end related
MPC salary costs) for the purpose of preparing MFC's matching
fund submissions consistent vith the FEC regulations and Title
26. Were it not for the statutory and regqulatory requirements
regarding documentation for, and submission of, matchable
contributions, these costs would not have been incurred by the
Committee at all. Thus, these costs fall squarely within the
definition of exempt legal and accounting expenses solely for
ensuring compliance with Title 26.

B. The auditors rely on no statutory or regulatory
provision for disallowance of these costs as compliance

expenses. Rather, they rely only on the Commission's Financial

~Control and Compliance Manual vhich states that such costs

should be considered fundraising costs subject to the 20
percent exsmption. This manual does not have the force of a




o

e
-
~N
Vo
Q
<
e
™~
[ o

, ’eho !undutﬁng wim. ~ Cons: ng
!Mﬂunq would be d:l:mly contrary u\ »m statm:r i

‘Mhltlm of the !unanuhq mtm unl tho ‘definition of

“contzibution® in Title 26¢. :

2 U.8.C. Section 431(9)(B)(vi) excludes from the
definitica of “expenditure” “"any costs incurzed . . . in
connection vith the solicitation of contributions” up to 20
percent of the oversll expenditure limit. The Report
apperently contonds that the costs of prm:inq the matching
fund submission are costs incurzed in connection with
solicitation of "contributious.” However, 26 U.8.C. Section
9032(4)(B)(i1) specifically excludes matching fund payments
.‘.:ou. the definition of “contribution” for Title 26 purposes.
Thus, it is incorrect under the statute to consider the costs
of preparing the matching fund submission as costs incurred in
connection with the solicitation of contributions.

C. MPC elected to follow the Commission's guideline
allocation for its accounting cost center. There is no dispute
that the costs of preparing the matching fund submissions are
properly included within the accounting cost center. MPC
allocated only 85 percent of this cost center to compliance.
Therefore., the Commission should consider the $152,339.57 to
fall within the 15 percent of accounting costs allocated to
general operating accounts and not compliance. Under this
allocation method, MPC allocated $240,794.07 of its .cccounti'ng _
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m cu-iel:n mm tlut uu.csz 48 in dubu “

obuqntim I‘B December 31. 1”4 ate allocable to the. mun

linitatieu. e t allocation :la based on actual cuhuquqm:
payments ud- by the Committes through September 1985. The
Report bu-n its allocation on the audit review of ca-tttu
files vllieh contained some duplicate and invalid invoim.‘ :
thereby inflating the dsbts and obligations by $31,025.20. The
actual amount of allocable debt, as determined by subsequent
payment, was $414,633.48 at December 31, 1984. '




‘general ummé; to the
‘and $2,261.00 for travel i
personnel. However, MPC
as a primary election &

The $26,437.73 ri cuu 1m:nd hy Mr. Bert
Lance and his staff attu' all ptht:lu _‘m over: for trwcl.
hotel and meals related to m general 'n:lmian eupuqn
Under 11 C.F.R. § 9003.0(!) m«s imud wiu to the date
of ineligibility for the m are mu from the general
election account if they are for "u:vim « « » to be used in
connection with [the] general election campaign. . . ."

All of the expenses incurred for Mr. Lance and his
staff were general election campaign expenses because the
ultimate outcome of the trips was that Mr. ‘Lanco assumed the

jets to :m:mcm of $26,487.75

97040423273

role of general election campaign Chairman on July 14.
Moreover, Mr. Lance's role was clearly intended to relate to
the general election campaign only, and not to the primary
campaign. Since the primary campaign came to a close on July
18, only four days after July 14 vhen Mr. Lance became Chairman
of the campaign., it is clear that he could not have played a
role as Chairman in the primary campsign. Moreover, as of the
time when the expenses were incurred (late June and esrly
July), the activity nocuu:y to mo Re. nondalo s
nomination had been bnicany coqlctod
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m Mm objms to m tu-mm: of rron

‘Receivables in the Report. m muudl that it :hould be nblo

to deduct $263,812. ” in un-a p:m mo:tnbln (vhothu or
not collected) tm; the overall expenditure limit. The
auditors contend that this figure should be only $68,105.48.
The refusal to allow deduction of the !ull $263,812.97 :uulu
in inflation of MPC's. expenditures in m.u of the limit by
approximately $200,000.

11 C.F.R. § 9034.6(b) permits a committee to obtain
reimbursement from medis entities for transportation and
services made available to their personnel. A committee may
charge the pté rata chi:o. or a reasonable estimate thereof,
for each individual travelling; however, the total
reimbursements received for one individual may not exceed by
more than 10 percent the actual pro rata cost of the services
made aw.n:lllhlo to that individual. These reimbursements are
then deducted from a committee's expenditures subject to
limitation to the extent that t.hn reimbursements do not exceed
the amount actually paid by the committee for the services.

During the primary campaign, the Committee incurred
expenses for air transportation, ground transportation, press
rooms, telephones, refreshments, and other incidentals for
members of the press and the Secret Service. The Committee
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m Mte rm:t m that m 10 percent was ovetr
and above MPC's actual cost. m the ropo:t concludes thae .
only $1,957,074.69 in media collection and receivables of thp
$2,152,782.16 billed by NPC to medis msy be deducted from MFC's
expenditures subject to the limitation. In reality, MPC is
entitled to deduct $2,152,782.18 from its expenditures because
that amount represents the actual cost incurred for
transportation snd services, including all required

administrative costs.

The custom of providing for the national press and
Secret Service while the candidate travels imposes an enormous
administrative burden on the campaign. Providing for the
press, sometimes numbering with the Secret Service up to 7S5
people, involved the coordination of campaign personnel in five
different headquarter departments plus advance and field staff
all over the country.

Headquarters press office personnel were required to
determine for each trip and each leg of the trip how many extra
seats would be needed for the press and Secret Service and
identify them on detailed preliminary manifests. This
information wvas consolidated with information from Scheduling
and Advance planners for each leg of the trip from a block




sdule. ummm vould then begin chartering planes uc '
u-un out instructions to sdvance staff for ground :
mmtm hotels, etc. Since the candidate's tnvol.
'MI. for each trip chamged constantly up to the date o!
departure, the press office and Scheduling and Advance
mﬁl were constantly seking necessary adjustments for each
leg of the trip, including the press arrangements. Every time
the schedule changed, the press rooms, phones, vans, cars and

other incidentals had to be changed.
, In addition to the Headquarters staff, Advance and
Pield personnel at each stop had to make arrangements for press

rooms and sleeping accommodations, erect special structures for
the press at public aﬁpnunco sites, spend time overseeing the
ingtallation of press phones ordered by special pun-fhonc
staff at National Headquarters, and arrange for extensive
ground transportation, including finding drivers. Advance and
Field personnel were also reguired to keep track of and
document all press related expenditures and forward them to
designated staff at the National Headgquarters' Scheduling and
Mva_gc. office vho identified these costs for billing.
Scheduling and Advance office staff gave identified expenditure
information from the Advance and PField staff to the billing
personnel in accounting wvho were responsible for preparing and
tracking the billing.




mu ul m road, Hudqunncu press staff m

: sz dth ﬂn aqdmto km mi!ut; up to date eam uch

_;,laad t:wiu oﬂm uetdnnx costs vhich they incurzed in
the air and on the g:cund This documentation vas also

R7040%523278

- reflected in the 10 percent.

pnelled to acem:inq via the Travel officer.
The Travel otﬂe.: at Hnmmu reviewed manifests

: ..g sxpense documents, plus he and his staff broke cut the cost
“ each charter by leg. Accounting personnel further refined

| press costs by schedulisg all costs per person, per leg, for
uuh extp. This vas & lengthy procedure since some trips had
_mote than 30 stope. 81206 there vas & time lag between billing

for air transport and billing for other costs because of the
time required to consolidate all other costs, several different
billings had to be prepared for each person for each trip. The
first bills were for air fare, and subsequent bills would be
for "incidentals” such as ground transportation, press rooms,
press phones, food, press boxes, etc. None of the personnel
time required to do all of this billing was included when
calculating the pro rata share of cost. Instead, this cost was
% Phones were especially costly to administer and
several people at Headquarters were fully employed doing press

phones. Press phone costs had to be documented, identified by

stop and trip, and sent to accounting for inclusion into
bills.
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smteo uput a: m cant mu:ud n: i:ll- press, 1:
_should, m:cmmmmmnu. nmudu a

reduction of Mm mjm to the limit.
The Report naomimmmetm accounts
receivable written off by the Cammittee. ntu‘ mmivc

eofforts to collect, the doeuten vas udu h Jmu:r to

consider such debts as uncollectible. !hl Mttl. s ¥OCO
Statement (p. 87 ) includes an actusl .tm. for accounts
receivables collected. The Committee objects to the suditor's
inclusion of $143,089.85 on the WOCO as an»-adjm.d figuri for -
press receivables. The total correct ﬂquro..to: all accounts
receivable actually collected through the third quarter of 1985
is $121,548.60. This actual figure proves that the Committee's
estimates of uncollectible press bills were accurate.

Finally, since MPC has made every effort possible to
collect in full from the press for travel expenses, and since
MPC never intended to defray any of these expenses from its
funds, MPC should be able to deduct from its limit spending in_
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8S,775.23,
amount of




Adjusted Bt1Ytngs $ 2,182,782.18
Otvide byt Cost Pastor
Dertved Cost '

Less: ‘ _
Press Collesttons (e $1.87¢,020.02)
Secret Serviee Caltections : o Me788.13) .

Uncellested Cast S22 41202
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i mmaﬂmccmlmuMMtomuu
--"l q-dm in excess of the mnu u-u aze to mo svail,
&pﬁu even umm the validity of all. cf the Report's

o : tiqu::n. APC has not excearded the onnn 1imic.

NPC has reduced its 1m:muotm: 3,

= ’;m. by $507,526.43, by d.lmtinq e portion of fundraising
untl att:ib\ltlblc to compliance costs to compliance. The FEC
' regulaticas do not state hov these costs are to be allocated in
% tln primary, and this allocation is cmiutcnt wvith treatment
' of compliance fundraising costs in the general election which

sust be allocated to compliance. 11 C.F.R. Section
9004.4(b)(S). The chart on the fcllowing page demonstrates the

" calculation of the amount reallocated. The calculation method

used insures that only the costs of raising private
contributions spent on compliance are reallocated, since MPC's
mixed pool of public funds and private contributions were used
to defray these costs. However, it should be noted that over
$7,000,000 of MPC's private contributions were never submitted
tot_ matching funds. This $7,000,000 is substantially in excess
of tho entire $2,518,741.57 spent on eqmplianco. Thus, MPC
could have defrayed all compliance costs with private
contributions that were never matched had these been

- segregated.
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$ 5,438,420.15
$17,276,633.50

= .3

e

$17,294,663.33
$26,789.584.26




15.C.2. Jeint Fundratsing Expanses

I1.C.0. Apgerent Primary-elated
Fate By m flecti

13.C.5. Refunds/Meheten
11.C.6. Press Acsounis RMecetvadle

20.5.C. S4018(0)(1) Spanding Limttation
Expenditures in Encess of Limitatien :

Cost of ratsing camplionee funds
Salance remining within everall timit at 13731780
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nr%ll ov x.mmron 2
The cn-mm ll«ll. since m: 31, 1984, umu.a
or re—allocated all -nlil.‘-n contzibutions identified by tho
‘auditors in the woER ms they submitted to the Committee,
wvith the exception of those contributicns for which there is no
deliverable mailing m Bfforts to return or realloccate
the contributions listed on the Schedule on p. 61  wvere

unsuccessful in that the post office returned the mail. We
propose tqQ donate these contributions to ‘s charitable :
foundation. All of the other excessive contributions h;v§ been
reported as to!ﬁndod in the Pirst and Second Quarters, 1983 3-P

reports filed by the Committee. The auditors may inspect the

checks aé their convenience.
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s s0.00
¢ 1200.00
s .I_j__ !
$1.730.09
61:_: efforts to ccntadt .
have been unsuccultui. '!lnll contributions will be donated to
charity at the close of the Committee.
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Specific Allocation
Medis Expendituces

Intra-State Travel
Subsistence Expendi

Salaries, Employer PICA
and Consultant Pees ot

Bxpenditures

Telephone and Utilities

Pundraising xxpcnditut.i -
28 Day Rule

Public Opinion
Polling Expenditures

Other Expenditures
Requiring Allocation -
Automobile Leasing

Telephone and Related Services
for Iowa, Maine and
New Hampshire

Printing and Shipping
Expenditures

Miscellaneous Bxp.ndttu&ﬁl

.1;1‘
131
- 111

112-122
123-127

128
128-130

131-132

133

134-135




and Cmul.tlut N

Cpxhibit B

™~
(- &

Limitation on Expenditures
Fundraising Expenses

Joint Pundraising Expenses
Debts and Obligations to be

Applied to the Ovbtlu;
Limitation

APPlnnt ;!*:
Gonoz Bm
Refunds/Rebates -

Accounts Receivable

139

140-141

112-113, 120
114-116, 121
117-119, 122

123-127

142
142-145
146

148
110, 149
150-156




Committee Adjuae-unt‘

Bxpenditures Subject to
Overall Expenditure o/t

Expenditures Subject to
Overall Limitation-Re

- ORExhibit €

Pailure to Report
Refunds/Rebates

c
(a4
> Bxhibit D
~N

" Contributions in !xca:ah;';_ s e
of Limitation % 72-73 97-98 161-162

R7 04104
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THIS 1S THE BEGIHHING OF MUR £___2227

Date Filmed 5[;{[2 Camera No. --- 2

Cameraman AS

Q7040
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THE FOLLOWING MATERIAL IS BEING ADDED TO THE

PUBLIC FILE OF CLOSED MR _~\ J4// .
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COlH 223
Mondale for President
2233 2201 Wisconsin Avenue,NW. Suit® 214

Washington, D.C. 20007
Telephone: 202-626-1608 333-4591

December 8, 1986

w

[, £y
b
L

Charles N. Steele

General Counsel ™
Federal Election Commission iz
999 E Street, N.W. =
Washington, D.C. 20463 -
Re: MUR 2241 .

o

w

Dear Mr. Steele:

Enclosed you will find a signed copy of the
Conciliation Agreement proposed by the Commission in
the above-referenced matter. The only change made
by the Committee was the insertion of "As" before

o "Treasurer" in the caption of the case. Upon

- receipt of notification that the Commission has
signed the Agreement, we will formally notify you

e that the Committee does not intend to dispute the

- initial repayment determination and that the
Committee intends to withdraw its appeal in Mondale

I for President v. FEC, No. 85-1338 (D.C. Circuit).

. It is our understanding from our discussions with
your staff concerning this agreement that the Addendum

- to the Primary Audit Report does not contain any

— additional compliance referrals or repayment requests.
Further, it is our understanding that the staff and

Commission will make every effort to send the Addendum
to the Primary Audit Report and the General Election
~ Audit Report and Addendum to the Committee as soon

as possible.

Thank you very much for your prompt response to
our request for conciliation concerning these matters.

Sincerely,

'« &/

Carolyn U. Oliphant
Deputy General Counsel

Paid for by Mondale for President. Inc. -
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Mondale for President

- 2201 Wisconsin Avenue, N.W.
Washington, D.C. 20007
Telephone: 202-625-1600

January 20, 1987

Charles N. Steele

General Counsel

Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

Re: MUR 2241

Dear Mr. Steele:

Enclosed is a check in the amount of $68,000.00 in
payment of the civil penalty in the above-referenced

matter.
0

Sincerely,

- (avolyn 1.0 Fbpdgd”

i Carolyd U. Oliphant
Deputy General Counsel

2

Paid tor by Mondale tor President. Inc. <@ -







