
FEDERAL LECTION COMMISSON
waINCoN. DC nm

MIlS IS THE !GI116 OF fM 0 9 ^

iWTE FIED CP ND.

-EA s



93
r

88 SEP 26 PH 2: 3

Fred Meyer

State Chairman

September 23, 1988

Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

To the Commission:

This letter and the attached affidavit (with its attached
Exhibits A and B) are submitted as a formal complaint concerning
an advertising campaign by the Texas State Democratic Party,
attacking the candidacy of the Republican candidate for President
of the United States, George Bush. This advertising campaign
constitutes a flagrant violation of the Federal election laws.

The illegally-funded television advertisements (a transcript
of which are attached to the enclosed affidavit) were broadcast
at various times beginning September 21 or 22 as noted on the
following Texas television stations:

times from Sept. 22 through 24 on KDFW-TV
times from Sept. 21 through 25 on WFAA-TV
-times from Sept. 22 through 24 on KXAS-TV
times from Sept. 21 through 24 on KHOU-TV
times from Sept. 22 through 23 on KMOL-TV
times from Sept. 22 through 24 on KSAT-TV

Dallas, Texas
Dallas, Texas
Fort Worth, Texas
Houston, Texas
San Antonio, Texas
San Antonio, Texas

The undersigned is credibly informed that the following sums
were incurred for this television advertising campaign by the
Texas Democratic Party, as follows:

KDFW-TV
WFAA-TV
KXAS-TV
KHOU-TV
KMOL-TV
KSAT-TV

TOTAL

$13,200
34,400
11,650
16,650
1,900
4,623

$82,623

The same or similar advertisements may have been broadcast
hy other Texas television stations or other mass media.

211 East 7th Street, Suite 620. Austin, Texas 78701 0(512)477-9821
eMd NW ld fm by Stte Eumtft Commer.R RUkm fdy ofc"M
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All three specific advertisements bear the statement that
they were paid for with funds of the Texas Democratic Party.
Such expenditures by the Texas Democratic Party, and/or its federal
account, are in-kind contributions prohibited by the express ter
of the agreement, personally signed "under penalty of Ierjury"
by Governor Dukakis and Senator Bentsen in order to qualify for
federal funding of their campaign. 11 CFR Sec. 9003.2 (a) (2).
These expenditures for paid television advertisements do not qualify
as state party expenditures exempt from the definition of
"contribution" under 11 CFR Section 100.7 (b) (17) (i), which
provides, in part:

(17) The payment by a State or local committee of a
political party of the costs of voter registration and
get-out-the-vote activities conducted by such committee
on behalf of the Presidential and Vice Presidential

C nominee(s) of that party, is not a contribution to such
candidate(s) provided that the following conditions are met:

(i) Such payment is not for the costs incurred in connection
with any broadcasting, newspaper, magazine, billboard, direct
mail or similar type of general public communication or
political advertising.... (emphasis added).

It is obvious that the advertising campaign complained of
is broadcasting advertising of the type specifically governed

o by the foregoing section.

On the basis of the foregoing, the undersigned, on behalf
of the Republican Party of Texas, requests that the Federal Election
Commission:

(1) Conduct a prompt and immediate investigation of the
acts of the Texas State Democratic Party in making these
illegal expenditures, and of the Dukakis/Bentsen ticket in
accepting these illegal in-kind contributions;

(2) Enter into prompt conciliation proceedings with the
Texas State Democratic Party and the Dukakis/Bentsen ticket
to remedy the violations complained of; and
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(3) Impose any and all appropriate pegtlties grounded In
violations herin alleged.

red IIyer, CrMan

Republican P ty of Texas

State of Texas
as.

County of Dallas

On this 23rd day of September, 1988, before me, the undersigned,
a Notary Public in and for said county and state, personally appeared

-- Fred Meyer, to me personally known, who being duly sworn by me,
did state that he executed the foregoing as his voluntary act and
deed.

Qd //.+d v i ,Notary Public in and for said County
anf State.

CD My commission expires_ __ __

,Y)
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AFFIDAVIT

State of Texas
s

County of Dallas

I, Fred Meyer, being first duly sworn depose and state as
follows:

1. I am Fred Meyer, Chairman of the Republican Party of
Texas, and have served as such since June 10, 1988.

2. I am a resident of Dallas, Dallas County, Texas.

3. That on or about September 22, 1988 I became aware of
the fact that the Texas State Democratic Party ran paid political
advertisements on behalf of the Democratic candidates for the
offices of President and Vice President of the United States on
certain television stations in Texas, a transcript of which is
attached hereto marked Exhibit B; that such advertisements have
been paid or are to be paid for by the Texas State Democratic
Party.

4. The undersigned is credibly informed that these
advertisements were broadcast at various times beginning September
21 or 22 as noted on the following Texas television stations:

C7
7 times from Sept. 22 through 24 on KDFW-TV Dallas, Texas

15 times from Sept. 21 through 25 on WFAA-TV Dallas, Texas
3 times from Sept. 22 through 24 on KXAS-TV Fort Worth, Texas
13 times from Sept. 21 through 24 on KHOU-TV Houston, Texas
4 times from Sept. 22 through 23 on KMOL-TV San Antonio, Texas10 times from Sept. 22 through 24 on KSAT-TV San Antonio, Texas

5. The undersigned is credibly informed that the following
sums were incurred for this television advertising campaign by
the Texas Democratic Party, as follows:

KDFW-TV $13,200
WFAA-TV 34,400
KXAS-TV 11,650
KHOU-TV 16,650
KMOL-TV 1,900
KSAT-TV 4,823

TOTAL $82,623



6. That other television stations or other mass media in
the state of Texas may have also broadcast the same or similar
advertisements, unknown to the affiant at this time.

7. That the advertisements referred to above each containad
the following statement: "Paid for by the Texas State Democratic
Party.,,

8. That enclosed herewith marked Exhibit A and by this
reference made a part of this affidavit is a video tape recording
of one of the advertising spots which was broadcast on station
KDFW-TV, Dallas, Texas.

9. That attached hereto marked Exhibit B is a transcript
of the sound track of that political advertisement.

10. The undersigned believe t'.- foregoing advertisements
are in violation of 11 CFR Seri. ;, (a) (2) and 9003.3, and
are not allowL.ble exempt exp:. : i-r. der 11 CFR Sec. 100.7
(b) (17) (1). " - A

'Fred Meyer

Sworn to and subscribed before me by the said Fred Meyer
this 23rd day of September, 1988

Notry Public in and for said
County and State

0
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[Spot opens with telephone ringing at VIce President's desk]

For eight years, Texas called George Bush for help' but when
the oil business collapsed for the lack of a national e4ergy policy,
where was George?

When a quarter of a million Texas jobs were lost, where was
George?

When 192 Texas banks closed and 23,000 Texas businesses failed,
where was George?

Now George Bush is calling on Texans to help. But where
.s George when we nzeeed him?

"almost illegible isxJaimer states:
Political Ad Pai.d by the Texas Democratic Party]

"T
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463 3, 1988

==---.l;=an Part y 0- Tex<as_

E. 7ti Street-

Th,s letter acr:cwecces recei;t on eptemzer - E55 .
j . ' " c o mm - a i n t a ! l e 9 "'Ml -1z s v i n ia -t i o n s 3 + t h --. e i e a -

-'r Ca'al_=-n Act 4 I= as anience& the "Ac "), 3y' the
-cs D ... ; sen t en onWi -ee, nc. an: -"e4 I m. Fa.-ner. as

t.'easurer, a-,c the Texas Demccratic Part- arc Bob ac; I as
s su -er. The respondents will -e notified ol this complaint
-. jh Z .tve days.

cue w.: ' !_e as scar , t-,e .eder~a' Ewec+Jor Cc tis-
_- -. L:z- ' 1 "4 " :t.tC c ree_ ve

- -/ _ ~l -_,- _ ;c'c or, t- th I s -T a -er. ;,ease -orw'z.rc It -tc

o ., c -n the s_:w e r,;e_=ner Rs t"_- cr:".=inal" sFmK e -7.: We na've
, €e -C iis ,mat~er rtuR:':. -tease ,'._et;e- :: - T nis numDer" '

--I ire :=rresponcence. ror vc-:r .r-; crma+icr,. qe have at-
.- b ~e= descrpti~ n of the Commi=Sion P-ocedures f or

-m~i 2a- c mz1ai-ts. 1 yoU nave any questions, Please contact

Si-cerely,

Lawrence *. NoD e
G3ener-al ~o jnel

By: Li-S G./Lerner
sscc I- te General Counsel

£c CSur e
_''c C edures



FEDERAL ELECTION COMMISSION
WAfMHNCTON. D.C. X*3 3, 1986

-:0 Sias&e, *reasurer
"'sxas Democrat::c :arty

.B azo

an Bc.b Elac-ie. as

"\! The Federal Election Comm:ssion -eceiver a ccvplaint which

" e that the Texas Democ -atic P'art- and you, as -reasurer,
may have violated the Federa! Elect2ion Campaign Act of A 7,, as

amended ct e "A:t". A copy o+ tie complaint is enclosed. We
-a/e nuiCbe'e= =-e attea NI 2 =iease re 4er tc this number

e -- " -u'-. t-i ees --4 de6c:.

"& c_ the _ t q .- u Lae -: e .Z-r.,.fn .' 
.  . . emorstra-ete .

7-, 7 -C a 4 r'.V a= .. I n s : 'e ta' Rn S a n : the e.as
_- c .Z -r-., a r -1 y in h:s ratt.er. Su . ... 7l nkW 4aCtua-' Or

" wa~e':als nic- you oei ieve ae relevant to the
- arly=_is o this matter. Wihere apprvPriate, state-

,,souloc De submi.ttea unde - oath. Your response, which

=:= -!d De acdressec tc the 3ene!a' -Ltrsei's Office. must be SUb-
-d-e- _ ays o4 Preceipt 9 ths le~ter. D,. respcnse

0 - eceived within 15 days, the Cnmmissior may ta:e further ac-

- cased or the avai l aole inrmati-,

This matter wi.1 remain con41dentia" in accordance with Sec-

(a -- 0TSa -. (d anc Seci on 4 7 g9ta', <-- (l) of Title 2 unless
v-_: rotifv te Commissicn in tri -that you wish the matter to

Z'e made. you intens- to ,e represented ny counsel in

t- s atte-. Please advise tthe C cmmission by completing the

-z-lsed fcrm stating the name, address, and zelephone number of

c' counsel, and authcrizinr such counsel t receive any

nc z :icat1 ion s and cther communications --om the Commission.



I you have any questions, plel* contact Frania Monarski,
t.& sta4+ member assigned to this matter, at (202) Z76-5690. For

- information, w; have attach'd a borief 0escription of the
inission's procedures for handl in complaints.

Sincerely,

Lawrence M. Noble
General Counsel

Byt Loi -Lrne

Associate Seneral Counsei

E Ics.,.res
-ompiaint
P. 'acedu res
Desiqration c4 Counsel Statement

(D)
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FEDERAL ELECTION COMMISSION
WASIOWMGTO. D.C. MW*3 r 3

-a.'-:i -. ar-, -_s~t.:Zre

:,:-a.-:tren Comt'ee, .nc.
" :: '-h ul-? Sreet

n

Cu ~k=i=ner ~ rm.te
a - .

The Feceral Election Commi-s-sion received a -_cmiaint wnich
a3.eges tn-a* your :.xens, the Duka~is/Bentse .. :ommit-ee, Inc.

r, Robe-t A. Farmer, as treasurer. nay have vciatec the cederai
7;ez:Cr- r _-.n ACm: 1-- 1971. as amended 'he "A Co=y

D e. . ou nave th.e opc.r tun y 7Z monstraTe n
no ac i on shoulc € e -'a e7 againhst Sre
-

4 
-. 

= n 4 

..

er

-,:a , ?entse C i .ttee. :no. in :his eat.er. MIease submit

: 3ac.al r ega mater-als wnicn you believe are relevan- to
=- e_-iss-on's analysis c-: this matter. WIhere appropriate,

=- :y ,de acc -essed to the 3eneral Counsel 's 04Cice, must be sub-

- --.c --nin :5 -days oF receipt *3 this letter. : -no response
iS ,ecei..eu within .5 days, the Commission may take +urther ac-

- :ase_ =n the avia:laole information.

-his matter will remain corfidential in accorcarce with Sec-
i .'7a(4) and Sec ton 4779 (a)(1, o; Title 2 unless
to , +te Commission in ritin- t-at ycu wish the matter to

:- "ade b lic.



If you'ave any qu*stions, please contact Frania Monarskz.
te stmaf-f member assigne to this matter, at (202) 376--590'. For

- ,InSoarmation, we have attached a brief description oi the
- 2S~ien's procedures for handling complaints.

Sincerely,

Lawrence M. Noble
General Counsel

By: Lois erner
Associate General Counsel

. Complaint
.rocedures

7. 2esignation o4 CPunsel Statement

()



FEDERAL ELECTION COMMISSION
WASHINGTON. O.C.,046 3 3, 196

-aiel A. Taylor. Es cLre
-i.l & 0r l p

Tre :-ternati,:ns'. F " ac*
B-~o ,MA 0211 1 ,

Duka&k ss re

; ) Dear Mr. Tay!-C r:

The Federal Election Commission receiveo a complaint which

alleges that your clents, the Dukakis/Bentsen Committee, Inc.
arc Robert A. Farmer, as Ireasurer, may have violated the Federal

(D Electicn Campaign Ac-1 o+ 1P71, as amended (the "Act"). A copy of
the complairt is en:'c-sed. We have numbered this matter -UR

- -:-. Fiease refer to :is number in all -:,;tune ccrrespondence.

Jnc er the Ac t, you have the oppcrtunity t demonstrate in
w- tri9 that no a=tion should t e takcen against the
Dukakis/Bentsen Committee, Inc. in this matter. Please submit

any factual or legal mate-ials which you believe are relevant to

the Commission's aralysis of this matter. Where appropriate,
h s:atements should zs o tec under oat,-. Your response, w nic.-

should be addressed to the General Counsel's Of;ice, must be sub-
mitted within 15 days of receipt of this letter. If no response
is receivec within 15 days, the Commission may take iurther ac-

tion based on the available in4ormaticn.

This matter will remain confidential in accordance with Sec-

tion 437q(a' (4> .B) a-d Section 4379ta (12) (A) -mf Title 2 unless
you notify the CommiSsion in writing that you wish the matter to
be made public.



If you have any questions, please contact Frania Monarski,
the staff member assigned to this matter, at (202) 376-5690. For

you'. information, we have attached a brief description of the

Commission's procedures for handling complaints.

Sincerely,

Lawrence M. Noble
General Counsel

By: Lois 9. /rner
Associa a General Counsel

- i osures
. Complaint
. Procedures

-. Designation c4 CoL:l Statement

CDC)
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Fred Meyer
State Chafrom

October 3, 1988 'Mme- 7 7 3e

Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

To the Commission:

On September 26, 1988, I filed with the Federal Election
Commission a verified complaint as chairman of the Republican Party
of Texas concerning illegally funded television advertisements
paid for by the Texas Democratic Party. These ads were broadcast
on at least six Texas television stations attacking the candidacy
of George Bush, Republican Candidate for President of the United
States.

I have now been provided with a copy of a letter written to
Lee Atwater, the Bush-Quayle 88 campaign manager, by Tom Cosgrove,
the Texas state director of Dukakis/Bentsen '88, a copy of which
is attached and marked Exhibit C. You will note that the second
paragraph of that letter begins:

"We will stop airing the ad when Vice President Bush

answers the telephone ... " (emphasis added)

This letter makes it clear that in fact, and without any
doubt, it is the Dukakis/Bentsen campaign that has the supervision
of and control over this advertising campaign, since it offers to
withdraw the ad under certain conditions.

The ads were paid for by the Texas Democratic Party (as
therein stated) and this constitutes an illegal contribution in
kind by the state Democratic Party, knowingly and deliberately
accepted by the Dukakis/Bentsen campaign despite the express
terms of the agreement to accept no such contribution-, personally
signed "under penalty of perjury" by Governor Dkakip a-J Senator
Bentsen in order to qualify their campaign for edera. funding.
11 CFR Sec. 9003.2 (a) (2).

Further, the blatant disregard for the law Dy the Dukakis/
Bentsen campaign is made all the more apparent by the evident
decision to continue the illegal advertising campaign, unless
certain conditions were met by the Bush/Quayle campaign (see
Exhibit C). And this was true even after the Federal Dukakis/

211 East 7th Stret, Suite 620. Austin Texas 78701*(512) 477-9821
Pmpmu aW - fw by 5t E zfwtl Comaufln ReiubAkon Pkty odTtm
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Bentsen campaign received notice through toW public press of
a request to the television Stations'nwoled to cease the
advertising, which .request wUw made b.r A, Mwter, the campaign
manager of the Bueh/Quayle oMpaign. ... ibit D)i4 a copy of

news story that-appeared, RaGda,6pte*b.rz 8,4, 9B in
the Dallas N". It wa as &,tV his or other news
stories which prompted the-lettor ftom the Texas Dukakis/Bentsen
campaign to Lee Atwater.

I hereby submit this additional evidecae to supplement my
verified complaint.

ed Meye hairman
Republican Party of Texas

enclosure

STATE OF TEXAS

DALLAS COUNTY

(D On this_, &Vday of October, 1988, before me, the undersigned,
a Notary Public in and for said County and State, personally
appeared Fred Meyer, to me personally known, who being duly sworn
by me, did state that he executed the foregoing as his voluntary

D act and deed.

Notvy Public in and for

said County and State

My Commission expires C-#4 c /L92
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. Dukki/Bentsen '8
P.O. Box 309 Austin, TX 767 1 (512) 477-23195

September 28, 1988

r propose ,. counteroffer to your demand that .Texag televiiofl
sttios top airing the Democratic ad which lietS some of the~stations Istop • -n.... D -.- .h~ nAt ' es-g .,-year

ways Ggeore Bush has fail.ed Texas overthe pa. :8. h .Ye

We ill stop airing the ad when vice-President 
Bush answers the

telephone and explains how his response to t energycrisi- over

the next four years would differ. from 
his tailure to respond over

the past eight years.
As the ad notes, this is a crisis that has caused Texas to lose a

quarter-million Jobs, yet Mr., Bush has 
declined to discuss it. He

has declined to discuss where the Reagan 
.Administration went

wrong and what he would do differently.

-.Things haven't worked out like, a lot0 
.'Texas oilmen thought they

would 7 2/2 years ago, when one of their 
own became Vice

President of the United States.
0D

oil price are down by more than half -since 
1981 -- and they are

threatening to decline even more. Eighty 
percent*of the oil rigs

in Texas have been shut down and -stacked. 
Texas crude oil

production is down 200,000 barrels 
a day. In the last two years

alone foreign oil imports have jumped by more 
than 20%.

On energy, George Bush is telling TeXans the same thing he told

the people of Connecticut and Maine 
and elsewhere earlier this

year: "I M one of you.*" Yet in. NewiHampshire he attacked Bob

Dole for supporting an oil import tee. In California, 
he opposed,

offsho~e drilling for oil and gas.

Your legalistic argument, that the 
Democratic ad ,appears to

violate federal election laws," is utterly without merit and beg5

the "-estion raised by thead: " 9

Where was George Bush when a quarter-Imillion 
Teas jobs were

lost, when 192 Texas banks were 
closed and when 23,000 Texas

businesses failed?

Perhaps more important, where will George 
Bush be on the energy

issue if he's elected president?

Tom Cosgrove



Bush camp:*
asks s tatio ns
-to pul a
ByAfini'ade KIIdayV' ",,4)

,9*1S

AUSN The nao-i'". 't,
man'of Gcorgo Bush'" prudae= .4
campalgn wants Texes TV tU0mt
to hanig up on an advertmwqtb
sponsored by the Democratic ParVy,.9

The: 30.seond spot features v'4.
ringing telephone that SGo1(
unansweted In the office of the Vfe .
president and blasts Bush for abai-k
doning Texas during Its 'economitr
crl.sIs

A M nouner',.voice
aiks thq question: "Where .'*u"'
George?".as he recites a lItanyjri*O
state economic woes caused byth'
downtun n oil prices. . ,6 %41.
* Bush'campaign ch4irman Le.At,.

wter. PrIday sent "urgent" tle-
grami to Taxas television stationt..j
urging them fQt to air the spot..rees9
saying that the. commercial ,.!ap.
pears to violate federal olectionijlaws." ...

Atwatek said, the commei'" 1

may be illegal because political par-' .
ties arc not permitted to engage Inil'I
advertising that advocates the de.:
feat of a specific candidate. lhstead,I •
commercials sponsored by parted'.
are supposed to be general In i.
turo. ""

. "Ataeraiso oad. the *ad mayj
violate a Federal Communication,
Commission rule requiring "eompqpj..
table time" for Bush spokesmn,i.,q •

Stae DemocrAtic Party director% ,
Id Martin defended the ad and palO'ji.
Its legality had been cleared by at-
tornoys before the spots were pro-
ducod. K , , ., h,, :., l

,What i rf,,s,, Martin "i
"They can't take one clean, li,
shot after they've thrown a serieis' J
low blows." % .

*1
.51 1

* . I.
* . I.

* A

2.

. ,
I.

.~i.

-'I
I
I

EXHIBIT D



FERAL ELETriON COMMISSION

October 17, 1988

Mr. Fred Meyer, Chairman
Republican Party of Te*as
211 E. 7th Street
Suite 620
Austin, TX 78701 R3: MUR 2703

Dear Mr. Meyer:

This letter acknowledges receipt on October 5, 1988, of the
supplement to the complaint you filed on September 26, 1988,
against the Texas Democratic Party and the Dukakis/Bentsen
Committee, Inc. The respondents will be sent copies of the
supplement. You will be notified as soon as the Federal
Election Commission takes final action on your complaint.

Sincerely,
0

Lawrence M. Noble
General Counsel

BY: Lois G. Lerner
Associate General Counsel
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FEDERAL ELECTION COMMISSION
WASHINGTON. OC 31!3

O Cober 17, 19 8

Bob Slagle, Treasurer
Texas Democratic Party
815 Brazos - Suite 200
Austin, TX 78701

RE: HUR 2703
Texas Democratic
Party and Bob
Slagle, as treasurer

Dear Mr. Slagle:

0 On October 3, 1988, you were notified that the Federal
Election Commission received a complaint from Fred Meyer,
Chairman of the Republican Party of Texas alleging violations of
certain sections of the Federal Election Campaign Act of 1971,
as amended. At that time you were given a copy of the complaint
and informed that a response to the complaint should be
submitted within 15 days of receipt of the notification.

On October 5, 1988, the Commission received additional
information from the complainant pertaining to the allegations
in the complaint. enclosed is a copy of this additional
information.

If you have any questions, please contact Frania Monarski,
the staff member assigned to this matter, at (202) 376-5690.

Sincerely,

Lawrence M. Noble
General Counsel

BY: Lois G. Lerner
Associate General Counsel

Enclosure



FEDERAL ELECTION COMMISSION
WASHINCTON. DC 20463

ctober 17, 1988

Carol C. Darr, Esquire
Dukakis/Bentson Comittee, Inc.
105 Chauncy Street
Boston, MA 02111

RE: MUR 2703
Dukakis/Bentsen
Committee, Inc.

Dear Ms. Darr:

On October 3, 1988, you were notified that the Federal
Election Commission received a complaint from Fred Reyer,

(Chairman of the Republican Party of Texas alleging violations of
certain sections of Chapters 95 and 96 of Title 26, U.S. Code.
At that time you were given a copy of the complaint and informed
that a response to the complaint should be submitted within 15
days of receipt of the notification.

On October 5, 1988, the Commission received additional
information from the complainant pertaining to the allegations
in the complaint. Enclosed is a copy of this additional
information.

If you have any questions, please contact Frania Monarski,

the staff member assigned to this matter, at (202) 376-5690.

Sincerely,

Lawrence N. Noble
General Counsel

BY: Lois G. Lerner
Associate General Counsel

Enclosure



FEDERAL ELECTION COMMISSION
WASHING1Od. UC 30*3

October 17, 1988

Daniel A. Taylor, Esquire
Hill & Barlow
One International Place
Boston, MA 02110

RE: MUR 2703
Dukakis/Bentsen

rCommittee, Inc.

MDear Mr. Taylor:

On October 3, 1988, you were notified that the Federal
Election Commission received a complaint from Fred Meyer,
Chairman of the Republican Party of Texas alleging violations of
certain sections of Chapters 95 and 96 of Title 26, U.S. Code.
At that time you were given a copy of the complaint and informed
that a response to the complaint should be submitted within 15
days of receipt of the notification.

On October 5, 1988, the Commission received additional
information from the complainant pertaining to the allegations
in the complaint. Enclosed is a copy of this additional
information.

If you have any questions, please contact Frania Monaiski,
the staff member assigned to this matter, at (202) 376-5690.

Sincerely,

- Lawrence M. Noble
General Counsel

BY: Lois G. Lerner
Associate General Counsel

Enclosure



October 21, 1988

o

Lawrence N. Noble
General Counsel
Federal Elections Commission
Washington, D.C. 20463

Re: MUR 2703

Dear Mr. Noble:

By this letter, the Dukakis/Bentsen Committee, Inc. and
QRobert A. Farmer, through their undersigned counsel, hereby

request an additional 15 days to respond to the complaint filed
against them by the Republican Party of Texas.

The Complainant alleges that the Texas State Democratic
7) Party placed television advertisements funded in violation of the

Federal Election Campaign Act. We received just yesterday
supplemental information filed with the Commission by the
Complainant. Before the Dukakis/Bentsen Committee, Inc. responds
to the allegations of the Complainant, it would like an

oD additional 15 days to investigate this new information.

Sincerely yours,

Scott Blake Harris
839-17th Street, N.W.
Washington, D.C. 20006

Jonathan B. Sallet
2255 M Street, N.W.
Washington, D.C. 20037



/
81M0non MiSA4 O UMON R ~k~i~ oom

F ~A FUWIWL OW1N
ATTORNEYS AND COUNSELORS 88 OCT 2ffldt

p.0. 0 17047

HAROLD 0. HAMMETr. P.C. 3l0) -335.6133
Wr cow"K T "a MW 2s wwr Tawl METO 4a-3245

PORT WORTH. TEXAS 76102-7071

October 18, 1988 TKWo UM

General Counsel's Office CERTIFIED NO. P512837940
Federal Election Commission RETURN RECEIPT REQUESTED
999 E Street, N.W.
Washington, DC 20463

Re: MUR 2703; Texas Democratic Party and
Bob Slagle, as Treasurer

Dear Mr. Noble:

This is in response to your letter of October 3, 1988, and
the complaint made against my clients by Fred Meyer, chairman of
the Republican Party of Texas.

The Texas Democratic Party properly purchased the television ,
air time and paid associated television production costs as per-co
missible expenditures under 2 U.S.C. 441a(d). The Democratic
National Committee properly gave prior written authorization tor--
the Texas Democratic Party to make such expenditures, pursuant t&
11 C.F.R. 110.7(a)(4). A true copy of the September 20, 198,0
letter agreement making such designation is attached hereto aaw
Exhibit 1; a true copy of the September 23, 1988 letter maki.9
one modification to that agreement is attached as Exhibit A,
These expenditures will be reported and disclosed as required T .
the Texas Democratic Party's October 15, 1988 report to the 7
Federal Election Commission.

,7) The Texas Democratic Party made a public disclosure of this
advertising as permitted by Sect. 441a(d) before the broadcasts
started. The Texas Democratic Party held a public press confer-
ence in Austin on September 21, 1988, and distributed a press
release (a true copy of which is attached hereto as Exhibit 3)
describing the program before the first broadcast of the adver-
tisement.

Mr. Meyer's silly complaint does not set forth a possible
violation of the Federal Election Campaign Act, and the file
should be closed on this matter.

Very truly yours,

Harold D. Hammett
HDH:cjr Attorney for The Texas Der ocratic

Party and Bob Slagle
cc: Bob Slagle, Treasurer ',4-CA



VERIFICATIO

STATE OF TEXAS ))
COUNTY OF TAMRANT )

BEFORE XE, the undersigned authority, on this day personally

appeared HAROLD D. HAMMETT, who, first being by me duly sworn,

upon his oath stated that the statements contained in the

foregoing and attached reply are true and correct.

HAROLD D. HAMTT

SUBSCRIBED AND SWORN TO by HAROLD D. HAMMETT on this the
day of October, 1988, to certify which witness my official

seal.

NOTARY OUB zIC State of Texas
Printed Name: Carolyn J. Rasmussen
My Commission Expires: 4-15-89
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nu0 2703

O nS Harold D. Hammett

A I 303 West 10th, Suite 300

Fort Worth, TX 76102-7071

s 817 -6 1

The above-named individual is hereby designated as my

counsel and is authorized to receive any notifications and ',t.w r

communications from the Comission and to act on my behalf before

the Commission.

Date " "

RSiOMD S AMs

ADOI :

]BSI P13033:

BUSIS 1Pam:

Bob Slagle, Treasurer
Texas Democratin Pal-

815 Brazos- #200

Austin, TX 78701

(512)478-8746 (21L R2Q3 107



Democra&c Nat Cbmmtte

Paul G. Kirk, Jr.
Chairman

'Sptesar-20, 1988

Hon. Robert 81a e,1, Oiaan
Texas DemocratiO Party
815 Brazos, Suit* 200
Austin, To s 8701

Dear Mr.1/S

This letter sets forth in full the agreement between DNC
Services Corporation/Democratic National Committee ("DNC") and
the Texas Democratic Party concerning expenditures pursuant to 2
U.S.C. §441a(d) in connection with the general election campaign
of Michael S. Dukakis for President of the United States and
Lloyd Bentsen for Vice President of the United States, as
follows:

o 1. The DNC hereby designates the Texas Democratic Party as
agent for the DNC for the exclusive purpose of making
expenditures pursuant to 2 U.S.C. §441a(d) in connection with the

o general election campaign of Michael S. Dukakis for President of
the United States and Lloyd Bentsen for Vice President of the
United States, up to the amount of one-hundred-twenty-five-
thousand dollars ($125,000.00). The Texas Democratic Party
hereby accepts such agency.

2. In exercising its authority pursuant to this Agreement,
the Texas Democratic Party will comply with the limitations and
reporting and other requirements of the Federal Election Campaign
Act of 1971, as amended ("the Act") and the regulations
promulgated thereunder.

3. The Texas Democratic Party will report to the DNC all
such information as the DNC may request for the purpose of DNC's
compliance with the requirements of the Act.

4. Notwithstanding thn. foregoing, the DNC may, by written
notice to the Texas Democratic Party, reassume portions of the
authority delegated to the Texas Democratic Party under this
Agreement, to the extent that the Texas Democratic Party shall
not then have made or committ.d to make such expenditures itself.

EXHIBIT 1

430 South Capitol Street. S.E. Washington. D.C. 20003 (202) 863-8000
Paid for by the Democratic National Committee. Contributions to the Democratic National Committee

are not tax deductible as charitable contributions for Federal income tax purposes.



Please onfirm your aqr,
and returning two copies of tt

AGREED:

TEXAS DEMOCRATIC PARTY

By: v
Robert Slagle, C

th-0 for+ re.ct by siqn+n+q

sincerey your . ,

+ A U ...+k , r . r C



Demo.CMIC N00"I ,...

Paul G. Kirk, Jr.

Chairman

Sgptmbor 23, 1988

Hon. Robert Slagle, Chairman
Texas Democratic Party
815 Brazos, Suite 200
Austin, Texas 78701

Dear Mr. Slagle:

Reference is made to that certain letter agreement datnt1

September 20, 1988, between DNC Services Corporation/Democratic

National Committee ("DNC") and the Texas Democratic Party (the

"Agreement"), concerning expenditures pursuant to 2 U.S.C.

§441a(d) in connection with the general election campaign of

Michael S. Dukakis for President of 
the United States and Lloyd

Bentsen for Vice President of the 
United States.

That Agreement is modified as follows: 
In paragraph 1, the

amount of -one-hundred-twenty-five thousand dollars ($125,000)"

shall be amended to read "one-hundred-thirty-three-thousand

($133,000.00)."

All other terms and conditions of the 
Agreement shall remain

in full force and effect.

Please confirm your agreement with 
the foregoing by signing

and returning two copies of this letter.

Sincerely yours,

DNC SERVI CORPORATION

By.:
AGRED:-Paul 

G. Kit Jr./ iairman

AGREED:

TEXAS DEMOCRATIC PARTY

By:
Robert Slal, a a

5 .. EXHIBIT 2

430 South Capitol Street. S E. Washington. D.C 2000; (202) 86;-8000



Texas Democratic Party
/

FOR IMMEDIATE RELEASE FOR FURTHER INFOMATION
September 21, 1988 Contact: Ed Mar/tin at

(512) 478-8746

Ed Martin, Executive Director of the Texas Democratic Party,

issued the following statement today:

The Texas Democratic Party is beginning to air the first

T.V. ad of the Presidential campaign aimed specifically at

Texas voters.

o Back in 1986, Bill Clements campaigned saying the reason

we had no national energy policy was simply that the White

C: House didn't answer the phone when the Democratic Governor

called.

17) With Vice President Bentsen in office no phone call from

the Governor will be needed to get help on energy policy or

any other Texas issue because Bentsen will be there shaping

that policy.

George Bush had 71 years to get that done, but where was

he when Texas needed help?

This "telephone" commercials was produced in Texas and

paid for by the Texas Democratic Party under the presidential

election spending authority of the Democratic National Committee,

commonly called 441 a(d) authority, and in behalf of the Dukakis-

Bentsen Committee.

EXHIBIT 3
-30-

815 Brazos, Suite 200/Austin. Texas 78701/(512) 478-8746 ur;X"



FEDERAL ELECTION COMMISSION
WASHING0. 1OC t) 28, 1988

Scott Blake Harris
Williams & Connolly
839 17th Street, N.W.
Washington, D.C. 20006

RE: MUR 2703
Dukakis/Bentsen
Committee, Inc. and
Robert Farmer, as
treasurer

Dear Mr. Harris:

This is in response to your letter dated October 21, 1988,

C) which we redeived on October 21, 1988,,_ requesting an extension

of 15 days to respond to information supplemental to the

complaint. After considering the circumstances presented in

CD your letter, I have granted the requested extension.

Accordingly, your response is due by the close of business on

November 7, 1988.

7) If you have any questions, please contact Frania Monarski,

the staff member assigned to this matter, at (202) 376-5690.

Since ly,

General Counsel

cc: Jonathan B. Sallett
2255 M Street, N.W.
Washington, D.C. 20037



November 4, 1988

I%=D DELIVERED

Lawrence N. Noble, Esquire -

General Counsel g

Federal Elections Commision
9,99 E Street, N.W. - ,
Washington, D. C. 20463

Re: MUR 2703 CA

Dear Mr. Noble:

This is letter is in response to the Complaint made
against the Dukakis/Bentsen Committee, Inc. and Robert Farmer, as
Treasurer, by the Republican Party of Texas.

The Texas Republican Party has complained that certain
televised advertisements, paid for by the Texas Democratic Party,
are in-kind contributions to the Dukakis/Bentsen Committee in
violation of the Federal Elections Campaign Act. As further sup-
port for this charge, the Texas Republican Party submitted (as
supplemental information) a press release from the director of
the Dukakis/Bentsen campaign in Texas. That press release asserts
that the advertisements in question will cease when Vice
President Bush responds to them.

The Commission should conclude that there is no reason
0D to believe that the Dukakis/Bentsen Campaign violated the Federal

Election Campaign Act in connection with these advertisements.
That statute, and related regulations, explicitly provide that a
political party's national committee "may make expenditures in
connection with the general election campaign of any candidate
for President of the United States affiliated with the party."
11 C.F.R. S l10.7(a)(1). See also 2 U.S.C. 441(a)(d). Moreover,
the national committee "may make expenditures authorized by this
section through any designated agent, including State . . . party
committees." Id., S 110.7(a)(4).

As the Republican Party of Texas itself alleges, the
advertisements in question were paid for by the Democratic Party
of Texas. And, as the Democratic Party of Texas has
demonstrated, it was properly designated as an agent of the
Democratic National Committee for this purpose. The Federal
Election Commission has recognized that expenditures of the sort



November 4, 1988
Page 2

involved here are not in-kind contributions when "the Party
Committee actually pays a vendor." See FEC Campaign Guide for
Political Committees (October 1985) 'at 1. There is no reason to
believe that anyone other than the state committee in Texas paid
the vendor.

Finally, the press release submitted as supplemental
information adds nothing to the Complaint. Neither federal law
nor regulation prohibits a Presidential candidate's campaign
committee from coordinating with a party committee making expen-
ditures of the kind involved here. Indeed, the Commission itself
anticipates that such will often be the case. Id. at 10. As the

CD Commission has said, such "expenditures are not considered con-
tributions . . . ." and "they may be coordinated with a candidate

." Id. In this case, there was such coordination. There
is, however, no reason to believe that there was any violation of
relevant laws or regulations.

For these reasons, the Complaint should be promptly
CD dismissed.

Respectfully submitted,

Scott Blake Harris
910 17th Street, N.W.
Washington, D. C. 20006
(202) 331-5556

Jonathan B. Sallet
2555 M Street, N.W.
Washington, D. C. 20037
(202) 293-6400



FEDERAL ELECTION COMMISBI5 FE) I A
999 Street, N.W.

Washington, D.C. 20463

FIRST GENERAL COUNSEL'S REPORT FEB lID8
MUR 2703
DATE COMPLAINT RECEIVED
BY OGC: 9/26/88
DATE OF NOTIFICATION TO
RESPONDENTS: 10/3/88
STAFF MEMBER: Frania

Monarski

COMPLAINANT: Fred Meyer, Chairman of the Republican
Party of Texas

RESPONDENTS: Texas Democratic Party and Bob Slagle, as
treasurer

Dukakis/Bentsen Committee, Inc. and Robert A.
Farmer, as treasurer

DNC Services Corporation/Democratic National
Committee and Sharon Pratt Dixon, as treasurer

RELEVANT STATUTES: 2 U.S.C. S 434(b)
2 U.S.C. S 441a(a)(2)(A)
2 U.S.C. 5 441a(d)
2 U.S.C. S 441a(f)
2 U.S.C. 5 441d(a)

26 U.S.C. 5 9003(b)(2)

INTERNAL REPORTS CHECKED: Disclosure Indexes

FEDERAL AGENCIES CHECKED: None

I. GENERATION OF THE MATTER

On September 16, 1988, the Commission received a complaint

from Fred Meyer, Chairman of the Republican Party of Texas,

alleging that the Texas Democratic Party, Bob Slagle, as

treasurer, and the Dukakis/Bentsen Committee, Inc., and Robert A.

Farmer, as treasurer, violated the Federal Election Campaign Act

of 1971, as amended (the "Act"). Meyer contends that the Texas

Democratic Party paid for a television advertisement attacking

the candidacy of Vice President George Bush for President. Meyer
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alleges that from September 21, 1988 through September 25, 1988,

this advertisement was aired at least fifty-two (52) times on six

(6) television stations in Texas for a cost of $82,623. The

broadcast criticizes the Vice President's position on various

issues which are of particular importance to Texas voters. Meyer

alleges that the television advertisement constitutes an illegal

expenditure by the Texas Democratic Party on behalf of the

Dukakis/Bentsen campaign. See 2 U.S.C. 5 441a(f). Moreover,

Meyer contends that the advertisement is also an illegal in-kind

contribution to the Dukakis/Bentsen Committee, Inc., in violation

of the Act. See 2 U.S.C. 5 9003(b)(2). On October 5, 1988,

Meyer filed a supplemental complaint with a letter from Tom

Cosgrove, the Texas Director of Dukakis/Bentsen '88, to Lee

0D Atwater, the Bush/Quayle '88 campaign manager, indicating that

the Dukakis/Bentsen campaign would stop airing the advertisement

in question when Vice President Bush responded to it.

On October 22, 1988, counsel for the Texas Democratic Party
'D
-and Bob Slagle, as treasurer, submitted a response to the

Commission denying the allegations in the complaint. The

Committee also included two letters, dated September 20, 1988 and

September 23, 1988 respectively, from Paul Kirk, Chairman of the

Democratic National Committee (the "DNC"), to Robert Slagle,

Chairman of the Texas Democratic Party, designating the Texas

Democratic Party as agent for the DNC for the purpose of making

up to $133,000 in coordinated party expenditures on behalf of the

Dukakis/Bentsen general election campaign. The Dukakis/Bentsen

Committee, Inc., and Robert Farmer, as treasurer, through
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counsel, also filed a response with the Commission, on

November 7, 1988, asserting that the DNC properly designated the

Texas Democratic Party as agent for the purpose of making

2 U.s.c. 5 441a(d) expenditures.

II. FACTUAL AND LEGAL ANALYSIS

The Act defines contributions and expenditures as anything of

value including a gift, loan, or advance made by any person for

the purpose of influencing a federal election. 2 U.S.C.

S 431(8)(A) and 2 U.S.C. S 431(9)(A). Expenditures made by any

person in cooperation, consultation, or concert with, or at the

request or suggestion of a candidate or his authorized committee

are considered in-kind contributions under the Act. 2 U.S.C.

C) S 441a(a)(7)(B)(i). Multicandidate political committees may make

up to $5,000 in contributions to any candidate for federal office

or his authorized political committee. 2 U.S.C. S 441a(a)(2)(A).

0
The Act provides that notwithstanding any other provisions of law

with respect to limitations on expenditures or contributions, a

national committee may make certain limited "coordinated party"

expenditures in connection with the general election campaign of

any candidate for President who is affiliated with that party.

2 U.S.C. S 441a(d)(2).

The Act does not include a similar provision for a state

party committee to make similar expenditures on behalf of a

Presidential candidate. See 2 U.S.C. S 441a(d). Commission

regulations indicate, however, that a national parry ccmmittee

may make such expenditures through a designated agent, including

state and subordinate party committees. 11 C.F.R. S 110.7(a)(4).
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The national committee may spend up to two cents times the

national voting age population on behalf of its presidential

candidate in a general election. 2 U.S.C. I 441a(d)(2). All

coordinated party expenditures made by the national party

committee or its designated state party committees are subject to

one spending limit. 11 C.F.R. 5 110.7(a). Party committees,

however, may not make independent expenditures in connection with

the general election campaign of a Presidential candidate.

11 C.F.R. 5 110.7(a)(5). For the 1988 general election, the

coordinated party expenditure limit for the DNC Services

Corporation/Democratic National Committee (the "DNC") on behalf

of the Dukakis/Bentsen campaign was $8,291,454. The DNC has

reported a total of $7,563,043.85 in coordinated party

expenditures on behalf of Democratic candidates through

November 28, 1988.
a

Under the Presidential Election Campaign Fund Act (the "Fund

Act"), a Presidential candidate may elect to receive public

financing of his general election campaign. See generally

2 U.S.C. 5 9001 et. seq., 11 C.F.R. 5 9001.1 et. seq. In order

to be eligible to receive public funds, the candidate must limit

his spending to the amount of the federal grant and may not

accept private contributions to defray qualified campaign

expenses. 2 U.S.C. S 9003' ,e:ion 441a(f) of Title 2

provides that committees m v rot .i-ke expenditures in excess of

the limitations of 2 U.S.C. a.

The Act requires that whenever any person, which includes a

party committee (see 2 U.S.C. 5 431(11)), makes an expenditure
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for the purpose of financing communications expressly advocating

the election or defeat of a clearly identified candidate through

any broadcasting station, newspaper or any other type of general

public political advertising, such communication, if paid for by

other persons, but authorized by a candidate, an authorized

political committee of a candidate, or its agents, shall clearly

state that the communication is paid for by such persons and

authorized by such authorized political committee. 2 U.S.C.

S 441d(a)(2). If the communication is not authorized by a

candidate, an authorized political committee of the candidate orIn

its agents, it shall clearly state the name of the person who

paid for the communication and state that the communication is

not authorized by any candidate or candidate's committee.

0D 2 U.S.C. S 441d(a)(3).

In the instant matter, an advertisement clearly identifying

Vice President Bush ran on fifty-two (52) occasions from

September 21 through September 25, 1988 on six (6) Texas

.television stations. The advertisement stated, in part: "(Wihen

011 the oil business [of Texas] collapsed for the lack of a national

energy policy, where was George?.. .Now George Bush is calling on

Texas to help. But where was George when we needed him?" The

advertisement tcst $82,623 and indicated that it was paid for by

the Texe :ratic Party. The : ' Democratic Party submitted

a letter. d. .,. ptember 20, I.90"1. , trom Paul Kirk, Chairman of

the DNC to bert Slagle, Chairman of the Texas Democratic Party,

designating the Texas Democratic Party as agent for the DNC for

the purpose of making up to $125,000 in coordinated party



expenditures on behalf of the Dukakis/Bentsen general election

campaign. The Texas Democratic Party also included a letter,

dated September 23, 1988, from Paul Kirk to Robert Slagle#

amending the above agreement to allow the Texas Democratic Party

to make up to $133,000 in expenditures pursuant to 2 U.S.C.

5 441a(d).

In its 1988 October Monthly Report, the DNC reported a

$125,000 disbursement on September 20, 1988 and a $8,000

disbursement on September 23, 1988 to Yellin as in-kind

contributions to the Texas Democratic Party for media

expenditures. The DNC also reported numerous payments to Yellin

Media as coordinated party expenditures on behalf of the

Dukakis/Bentsen campaign pursuant to 2 U.S.C. 5 441a(d). The

Texas Democratic Party, in its 1988 October Quarterly Report,

noted a $125,000 in-kind contribution on September 20, 1988 and a

$8,000 in-kind contribution on September 23, 1988 from the DNC

for the purchase of air time and television production.

Moreover, on its F Schedule, the Texas Democratic Party reported

the $125,000 and $8,000 as in-kind contributions received from

the DNC for the purchase of air time and the production of

television commercials on behalf of Dukakis/Bentsen, as

disbursements to Yellin media and as coordinated party

expenditures as the designated agent of the DNC.

The respol -es submitted by the Dukakis/Bentsen Committee and

the Texas Democratic Party do not explicitly state whether these

disbursements to Yellin Media listed in their October Reports

refer to the television advertisement in question although that
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is clearly implied in the responses. The advertisement was aired

from September 21 through September 25, 1988 and the in-kind

contributions from the DNC to the Texas Democratic Party were

reported on September 20 and September 23, 1988. Therefore, from

the disclosure reports and the responses provided by the

Dukakis/Bentsen Committee and the Texas Democratic Party, it

appears that although the DNC designated the Texas Democratic

Party as its agent for the purpose of making coordinated party

expenditures on behalf of Dukakis/Bentsen, the DNC actually paid

for these advertisements and also reported the payments as

Section 441a(d) expenditures.

If the DNC intended to designate the Texas Democratic Party

as its agent for making coordinated party expenditures, it should

0D have either transferred funds to the state party committee for it

to spend or allowed the state party committee to use its own

CD
funds to make the expenditures. See FEC v. Democratic Senatorial

Campaign Committee, 454 U.S. 27 (1981). In this case, the DNC

designated a state party committee as its agent, but paid the

vendor directly and reported the payments as Section 441a(d)

expenditures. The DNC further reported the expenditures as

in-kind contributions to the Texas Democratic Party. The Texas

Democratic Party reported the payments as both in-kind

contributions from the DNC and coordinated party expenditures

made by the party. Because the DNC actually made the

expenditures, it should have reported the expenditures as 441a(d)

expenditures, not as in-kind contributions. Moreover, under

these facts, the Texas Democratic Party should not have reported
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the expenditures as coordinated party expenditures 
or in-kind

contributions from the DNC.

Based on the foregoing analysis, this Office recommends that

the Commission find no reason to believe that 
the Texas

Democratic Party and Bob Slagle, as treasurer, violated 2 U.S.C.

S 441a(f) by making expenditures in excess of 
the limitations of

2 U.S.C. S 441a. Furthermore, this Office recommends that the

Commission also find no reason to believe that 
the

Dukakis/Bentsen Committee, Inc. and Robert A. Farmer, as

treasurer, violated 26 U.S.C. S 9003(b)(2) by accepting an

illegal in-kind contribution from the Texas Democratic Party.

This Office also recommends, however, that the Commission find

reason to believe that the DNC Services Corporation/Democratic

CD National Committee and Sharon Pratt Dixon, as treasurer, and the

Texas Democratic Party and Bob Slagle, as treasurer, violated

0
2 U.S.C. S 434(b) by misreporting these payments in question made

on behalf of the Dukakis/Bentsen campaign as in-kind

contributions and, in the case of the Texas Democratic Party, as

coordinated party expenditures.

The Act requires that a political advertisement must 
clearly

state who paid for the communication and whether or not it was

authorized by the candidate or his or her committee. 
2 U.S.C.

5 441d. The television advertisement in question stated that it

was paid for by the Texas Democratic Party. It did not, however,

indicate whether or not it was authorized by any candidate. If

the DNC had transferred the funds to the Texas Democratic Party

who in turn paid the vendor or the Texas Democratic Party used
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its own funds to pay the vendor, then the Texas Democratic Party

would be the correct party to appear in the disclaimer as the

person who paid for the advertisement. it appears, however, that

the DNC made arrangements with the vendor for the advertisement

and made the actual payments to the vendor.

in this Office's view, Section 441d of the Act requires the

identity of the person who actually paid for the advertisement.

Therefore, in this matter, the disclaimer should have stated

"Paid for by the Democratic National Committee and authorized by

r1\ the Dukakis/Bentsen Committee, Inc.". Accordingly, this office

in recommends that the Commission find reason to believe that the

DNC Services Corporation/Democratic National Committee and Sharon

C) Pratt Dixon, as treasurer, violated 2 U.S.C. 5 441d by failing to

o include the appropriate disclaimer on the television

advertisement in question. The DNC was not named as a respondent

CD
in the complaint in this matter; therefore, this violation is

being treated as an internally generated matter.

11I. RECOMMENDATIONS

1. Find no reason to believe that the Texas Democratic Party

and Bob Slagle, as treasurer, violated 2 U.S.C. S 441a(f).

2. Find no reason to believe that the Dukakis/Bentsen
Committee, Inc. and Robert A. Farmer, as treasurer, violated
26 U.S.C. S 9003(b)(2).

3. Find reason to believe that the Texas Democratic Party

and Bob Slagle, as treasurer, violated 2 U.S.C. S 434(b).

4. Find reason to believe that the DNC Services
Corporation/Democratic National Committee and Sharon Pratt Dixon,

as treasurer, violated 2 U.S.C. 55 434(b) and 441d.
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5. Approve the attached letters, Factual and Legal

Analyses, Interrogatories and Request for Documents.

DateLarne.
General Counsel

Attachments
1. Responses
2. Disclosure Reports
3. Proposed Letters (3), Factual and Legal Analyses (2),

Interrogatories and Request for Documents.

C
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FEDERAL ELECTION COMMISSION
%iASHINcTON. D C 20463

ME~golmNUM

TOt

FROM:

DATE:

SUBJECT:

LAWRENCE M. NOBLE
GENERAL COUNSEL

MARJORIE W. EMNONS JOSHUA MCFADDE
COMMISSION SECRETARY

FEBRUARY 21, 1989

OBJECTIONS TO MUR 2703 - FIRST G. C. REPORT
SIGNED FEBRUARY 15, 1989

The above-captioned document was circulated to the

Commission on Thursday, February 16, 1989 at 4:00 p.m.

Objection(s) have been received from the Commissioner(s)

as indicated by the name(s) checked below:

Commissioner

Commissioner

Commissioner

Commissioner

Commissioner

Commissioner

Aikens

Elliott

Josefiak

McDonald

McGarry

Thomas

This matter will be placed on the meeting agenda

for February 28, 1989

Please notify us who will represent your Division before the

Commission on this matter.

x

x



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

Texas Democratic Party and
Bob Slagle, as treasurer

Dukakis/Bentsen Committee, Inc.
and Robert A. Farmer, as
treasurer

DNC Services Corporation/
Democratic National Committee
and Sharon Pratt Dixon, as
treasurer

MUR 2703

CERTIFICATION

I, Marjorie W. Emmons, recording secretary for the

Federal Election Commission executive session of February 28,

1989, do hereby certify that the Commission decided by a vote

of 6-0 to take the following actions in MUR 2703:

1. Find no reason to believe that the Texas
Democratic Party and Bob Slagle, as
treasurer, v-oiated 2 U.S.C. § 441a(f).

2. Find no reason to believe that the
Dukakis/Bentsen Committee, Inc. and
Robert A. Farmer, as treasurer, violated
26 U.S.C. § 9003(b) (2).

3. Find reason to believe that the Texas
Democratic Party and Bob Slagle, as
treasurer, v<lted 2 U.S.C. § 434(b).

(continued)



Federal Election Commission
Certification for MUR 2703
February 28, 1989

Page 2

4. Find reason to believe that the DNC Services
Corporation/Democratic National Committee and
Sharon Pratt Dixon, as treasurer, violated
2 U.S.C. SS 434(b) and 441d.

5. Approve the letters, Factual and Legal
Analyses, Interrogatories and Request for
Documents as recommended in the General
Counsel's report dated February 15, 1989.

Commissioners Alkens, Elliott, Josefiak, McDonald,

McGarry, and Thomas voted affirmatively for the decision.

Attest:

.3 - 7 /q ? <
Ll Marjorie W. Emmons
Secretary of the Commission

Date

i-- W -- --



FEDERAL ELECTION COMMISSION
WASHING 1OK0 DC no3 IMarch 8, 1989

Scott Slake Hactis
Williams & Connolly
839 17th Street, N.W.
Washington, D.C. 20006

RE: MUR 2703
Dukakis/Bentsen Committee,
Inc. and Robert A. Farmer,
as treasurer

Dear Mr. Harris:

On October 17, 1988, the Federal Election Commission notified
your clients, the Dukakis/Bentsen Committee, Inc. and Robert A.
Farmer, as treasurer, of a complaint alleging violations of
certain sections of Chapters 95 and 96 of Title 26, United States
Code.

on February 28, 1989, the Commission found, on the basis of the
information in the complaint, and information provided by your
clients, that there is no reason to believe the Dukakis/Bentsen
Committee, Inc. and Robert A. Farmer, as treasurer, violated
26 U.S.C. 5 9003(b)(2). Accordingly, the Commission closed its
file in this matter as it pertains to your clients.

-This matter will become a part of the public record within 30
days after the file has been closed with respect to all
respondents. If you wish to submit any materials to appear on
the public record, please do so within ten days. Please send
such materials to the Office of the General Counsel.



Scott Blake Narris
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th he confidentialityThe Comision reminds you tth d47(.l2)()rmi

provisions of 2 U.S.C. IS 437g(a)(4)() and 4179(s)(12)(&) cousin
in effect until the entice matter is closed. L th Cmmission viil
notify you when the entire file has been closed.

General

cc: Jonathan B. Sallet
Miller, Cassidy, Larocca & Lewin
2555 M Street, N.W.
Washington, D.C. 20037
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WAS"OWfON.. C ZM63

March 8, 1989

Harold D. Hammett
Simon, Anisman, Doby, Wilson & Skillern
303 West 10th Street, Suite 300
Fort Worth, TX 76102

RE: MUR 2703
Texas Democratic Party and
Bob Slagle, as treasurer

Dear Mr. Hammett:

On October 17, 1989, the Federal Election Commission notified

your clients, the Texas Democratic Party and Bob Slagle, as

2-) treasurer, of a complaint alleging violations of certain sections

of the Federal Election Campaign Act of 1971, as amended ("the

Act"). A copy of the complaint was forwarded tb your clients at

that time.

(D Upon further review of the allegations contained in the

complaint, and information supplied by your clients, the

Vr Commission, on February 28 , 1989, found that there is reason to

believe the Texas Democratic Party and Bob Slagle, as treasurer,

violated 2 U.S.C. 5 434(b), a provision of the Act. The 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 the Texas Democratic Party and Bob

Slagle, as treasurer. You may submit any factual or legal

materials that you believe are relevant to the Commission's

consideration of this matter. Please submit such materials to

the General Counsel's Office within 15 days of receipt of this

letter. Where appropriate, statements should be submitted under

o#th.

in ttk. absei,; , of any additional information demonstrating

that no fLther n'tion should be taken against the Texas

Democratic Party and Bob Slagle, as treasurer, the Commission 
may

find probeble cause to believe that a violation has occurred and

Proceed with conciliation.
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if you are interested in pursuing pre-probable cause
conciliation, you should so request in writing,,. See 11 C.P.R.
5=111.18(d). Upon receipt of the request, the Ofite of the
General Counsel will make recommendations to the Commission
either proposing an agreement in settlement of the matter or
recommending declining that pre-probable cause conciliation be
pursued. The Office of the General Counsel may recommend that
pre-probable cause conciliation not be entered into at this time
so that it may complete its investigation of the matter.
Further, the Commission will not entertain requests for
pre-probable cause conciliation after briefs on probable cause
have been mailed to the respondent.

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

Nmust be demonstrated. In addition, the Office of the General
Counsel ordinarily will not give extensions beyond 20 days.

This matter will remain confidential in accordance with
2 U.S.C. 55 437g(a)(4)(B) and 437g(a)(12)(A) unless you notify
the Commission in writing that you wish the matter to be made
public.

If you have any questions, please contact Frania Monarski,
the attorney assigned to this matter, at (202) 376-8200.

(Sincerely,

SnL.' McDonald
Chairman

Enclosures
Factual & Legal Analysis



FEDERAL ELECTION COMMISSION
WASHING ION. 1)C ZM1

March 8, 1989

Sharon Pratt Dixon, Treasurer
DNC Services Corporation/
Democratic National Committee
430 South Capitol Street, S.C.
Washington, D.C. 20003

RE: MUR 2703
DNC Services Corporation/
Democratic National

Committee and Sharon Pratt
Dixon, as treasurer

Dear Ms. Dixon:

On February 28, 1989, the Federal Election Commission found
-D that there is reason to believe the DNC Services

Corporation/Democratic National Committee ("Committee") and you,
as treasurer, violated 2 U.S.C. 5S 434(b) and 441d, provisions of

D the Federal Election Campaign Act of 1971, as amended ("the
Act"). The Factual and Legal Analysis, which formed a basis for
the Commission's finding, is attached for your information.

DUnder the Act, you have an opportunity to demonstrate that no

action should be taken against the Committee and you, as
- treasurer. You may submit any factual or legal materials that
you believe are relevant to the Commission's consideration of
this matter. Please submit such materials to the General
Counsel's Office along with answers to the enclosed questions
within 15 days of your receipt of this letter. Where
appropriate, statements should be submitted under oath.

In the absence of any additional information demonstrating
that no further action should be taken against the Committee and
you, as treasurer, the Commission may find probable cause to
believe that a violation has occurred and proceed with
conciliation.



b~~ w
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if you are interested in pursuing pre-prob'able cause
conciliation, you should so request n vritinq, See 11 C.F.3.
S 111.18(d). Upon receipt of the request, the OE re.of the
General Counsel will make recomendations to the Commission
either proposing an agreement in settlement of the matter or
recommending declining that pre-probable cause conciliation be
pursued. The Office of the General Counsel may recommend that
pre-probable cause conciliation not be entered into at this time
so that it may complete its investigation of the matter.
Further, the Commission will not entertain requests for
pre-probable cause conciliation after briefs on probable cause
have been mailed to the respondent.

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

rmust be demonstrated. In addition, the Office of the General
Counsel ordinarily will not give extensions beyond 20 days.

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

oD other communications from the Commission.

This matter will remain confidential in accordance with
C:) 2 U.S.C. SS 437g(a)(4)(B) and 437g(a)(12)(A), unless you notify

the Commission in writing that you wish the investigation to be
made public.

For your information, we have attached a brief description of
the Commission's procedures for handling possible violations of
the Act. If you have any questions, please contact Fraftia
Monarski, the attorney assigned to this matter, at (202)
376-8200.

Sincerely,

Dan~y c~nald
Chairman

Enclosures
Factual and Legal Analysis
Procedures
Designation of Counsel Form
Questions
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WFAnlE SOUCT a A M AL McbVA

Marc:h 23, 1989

Federal Election ComiSson -
999 E Street, N W.
Washinqrton, D.C. 20463

~ttention: Office of General Counsel

MDear Sir or Madam:

~On behalf of DNC Services Corporation/Democratic
c9 National Committee (the "DNW", I write to respond to MUR 2703.

-' MUR 2703 concerns certain television advertisements
aired by the Texas Democratic Party in September, 1988 in

D connection with the fall general election campaign. These
advertisements pertained to the general election contest between
the Democratic Presidential nominee, Governor Michael S. Dukakis,

~and the Republican Party Presidential nominee, Vice President
George Bush. The Texas Democratic Party paid for these ads with

~contributions in-kind made to it by the DNC. The DNC's
contributions to the Texas Democratic Party took the form ofpayments made by it on the latter's behalf to Yellin Media
("Yellin"), an agent acting on behalf of the Texas Democratic

Party in placing the ads. The DNC reported these payments as
contributions in-kind to the Texas Democratic Party, and thelatter reported receipt of such contributions. According to the

MUR, the disclosure on the ads said "Paid for by the Texas
Democratic Party".

The Commission, in MU 2703, has found reason to believethat the DNC violated Sections 434(b) and 441d of the Federal
Election Campaign Act of 1971, as amended (the "Act"), with
respect to these ads and the DNC's contributions to the Texas
Democratic Party. The factual and legal analysis which
accompanies the notification sent to the DNC regarding this matter
in essence asserts that, because the Texas Democratic Party paid



RUED SMITH SIRW & MOCLAY

Federal Election Commission
March 23, 1989
Page 2

f or these ads with funds furnished by the DNC, the ads should have
contained the disclaimer "paid for by the Democratic National
Committee" and that failure to do so constituted a violation of
Section 441d.1 In keeping with this, it further asserts that
reporting those payments as contributions in-kind to the Texas
Democratic Party was incorrect, in violation of Section 434(b).
In both instances, the allegations made in the MUR misapprehend
the facts and misapply the law. Even more importantly, the
position taken in the MUR, if eventually sustained by the
Commission, would seriously undermine important policies
underlying the Act regarding contribution limitations.

As the attached answers to interrogatories reveal, the
ads in question were prepared on behalf of the Texas Democratic

1 In the MUR, the staff asserts that the DNC also violated
Section 441d with respect to the advertisements in question
because the disclaimer failed to state whether the ads were
or were not authorized by Dukakis/Bentsen Committee, Inc.
This is certainly a puzzling proposition since it seems
passing strange -- and therefore not readily apparent that
such is the case -- that the Act would require notice by a

D political party committee as to whether its activities are or
are not "authorized" by its nominees. This is particularly
true given that the regulations flatly prohibit party
committees from making independent expenditures in support of
their nominees for federal office and, therefore, irrebutably
imply that all such expenditures are authorized. See 11
C.F.R. §§ 110.7(a)(5), 1O.7(b)(4). However, without
intending to concede that such indications of authorization
are required in connection with a political party
organization's expenditures under Section 441a(d) in support
of its nominees, the DNC reserves its response to that
assertion at this time. For the reasons set forth below, the
DNC believes the MUR is misdirected in its initial thrust and
that the ads properly disclosed that they were paid for by
the Texas Democratic Party and not by the DNC. Therefore,
this second allegation under Section 441d does not apply to
it. The DNC respectfully requests, however, that it be
permitted to address this point in a more fulsome fashion at
a later time in this proceeding if the need should arise.
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Federal Election Commission
March 23, 1989
Page 3

Party.2 It initiated their preparation and the efforts to air
them. Yellin was appointed its agent in this regard. Because the
ads affected the Presidential contest, the Texas Democratic Party
approached the DNC and asked that the DNC delegate to it a portion

of the DNC's Presidential 441a(d) authority so that the Texas
Party would not otherwise violate the prohibition on making
contributions to the Presidential nominee if it aired them.
Further, because the Texas Democratic Party was short of funds, it
also asked whether the DNC could provide it financial assistance
with which to run the ads. In this regard, and because it wished
to air the ads as quickly as possible, the Texas Democratic Party
also asked whether the DNC, in order to save time, could provide
this assistance by paying to Yellin on behalf of the Texas Party
the funds which the Texas Party needed in order to air the ads.
In other words, the Texas Party asked the DNC to pay its (i.e.,
the Texas Party's) bill. The DNC did so,3 and, consistent with
the underlying facts, reported the payment made to Yellin as a
contribution in-kind to the Texas Democratic Party. In addition,
per the request made by the Texas Party, it delegated to the Texas
Democratic Party a portion of its Presidential 441a(d) authority.
It is the DNC's understanding that the Texas Democratic Party, in
turn, reported the payments by the DNC to Yellin as contributions

oin kind to it and corresponding expenditures by it in connection
with the ads and that it further reported these expenditures as
Presidential § 441a(d) expenditures.

D In these circumstances, there are no violations of

-' § 441d or § 434(b). It is a cardinal principle under the Act that
expenditures made on behalf of a political committee constitute
contributions to that political committee. This is true if one
organization pays an obligation of a political committee. See

2 The attached answers to interrogatories are executed by Mark
Bohannon. Although Mr. Bohannon is no longer an employee of
the DNC, he was an employee of the DNC at the time the
subject activities took place and was the DNC's operations
director referred to in the answer to the Interrogatory
No. 1.

As the answers to interrogatories describe, the DNC furnished
the assistance by authorizing Yellin to use funds which the
DNC had previously forwarded to her for its own account to
buy media t±me as requested by and on behalf of the Texas
Democratic Party.
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Federal Election Commission
March 23, 1989
Page 4

e.a., A.0. 1985-29, 1 Fed. Elect. CarmD. Fin. Guide (CCH) 2 5829 at
11,209 & n.5 (November 4, 1985). It is also true if the political
committee "accepts" the "fruits" of the other's activities. iSn
A.0. 1980-46 1 Fed. Elect. CAmm. Fin. Guide (CCH) 1 5508 at
10,589, 3rd para. (June 25, 1980). And, in the context of
candidates, it is required by the language of the Act itself if
the expenditure is made in cooperation, consultation or concert
with, or at the request or suggestion of, the candidate's agents.

4

Indeed, if that were not the rule, the limitations and
prohibitions of the Act could be easily avoided or evaded.
Consequently, the Commission has enforced that principle with
great regularity and strictness. See. e.a., A.O. 1983-23, 1 Fed.
Elect, Camp. Fin. Guide (CCH) 1 5728 (September 26, 1983)
(corporate hospitality suite at national nominating convention not
a prohibited contribution in-kind in light of representation that
proposal not made at request or direction of party officials).
See also A.O. 1985-14, 1 Fed, Elect. Cam%. Fin. Guide 1 5819
(May 30, 1985) (conclusion that "generic" ads were not allocable

under § 441a(d) premised on representation that they were not made
in consultation or cooperation with, or at request or suggestion
of, affected candidates).

CD In light of the facts outlined above, it would be
contrary to the principles underlying the Act to conclude that the

DNC should be considered to have "paid for" the ads rather than to
D have made contributions in-kind to the Texas Party. As is

apparent from the face of the ads, they were designed by Texans,
with Texas in mind. The DNC had nothing to do with their
preparation or with the decision whether, when and where to air
them. Indeed, its only knowledge of the content of the ads comes
from the transcription thereof attached to the notice of MUR 2703
sent to it by the Commission. At the request of the Texas
Democratic Party, the DNC permitted Yellin to use funds it had
previously advanced to Yellin in order to pay the Texas Party's
bills so that the Texas Party could air ads which it wanted to be

aired. Given these circumstances -- the derivation of the ads,
the Texas Party's request for help, the DNC's passive role
vis-a-vis the Texas party in connection therewith, and its lack of

Expenditures are not "independent" if they are made in
consultation or in cooperation with another political
committee. Instead, such expenditures are viewed as
contributions to that political committee. Compare 11 C.F.R.
§ 109.1(a) with 11 C.F.R. § 109.1(c).
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Federal Election Commission
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control over whether, when and where to air them -- the payments
by the DNC to Yellin can only be seen as contributions in-kind by
the DNC to the Texas Democratic Party. Indeed, if the Commission
were to hold that the ads in question were "paid for" by the DNC,
it not only would treat the DNC unjustly but also would
substantially eviscerate the contribution prohibitions and
limitations, particularly with respect to independent
expenditures, for such a conclusion could easily be exploited by
those who wish to provide assistance to various political
committees but not have such assistance counted as contributions
thereto.

Accordingly, the DNC reported its expenditures in a
proper fashion, and in a fashion which most forthrightly and
accurately reflected the underlying facts.5 As a result, the
position taken in MUR 2703 is of questionable validity at best.
Moreover, even if the position taken therein is sustained, the
DNC's alleged violations caused no harm to the purposes underlying
the Act. The sponsor of the ad was not hidden: based on the
transcript thereof furnished by the Commission to the DNC, it
would have been abundantly clear to any observer that the ad was a
partisan ad aired by a Democratic Party entity. The financing of
the ad was not hidden: any interested observer could easily have
determined how and when the Texas Democratic Party paid for the
ad. Section 441a(d) limits were not violated: the DNC properly
delegated to the Texas Democratic Party appropriate authority
thereunder. In short, even if the position asserted in MUR 2703
were sustained, the alleged violations did not jeopardize the
purposes of the Act. At worst, they represented a good faith
effort by the DNC to comply with the Act when the policies
underlying the limitations on contributions may (if the
allegations in MUR 2703 are sustained) conflict with those
underlying the disclaimer requirements.

For all of these reasons, MUR 2703 should be dismissed
as to the DNC and no further action taken with respect thereto.
The staff, in its memorandum accompanying MUR 2703, itself
concludes that there would have been no violation of the Act if
the DNC had sent the funds in question directly to the Texas
Democratic Party, which then, in turn, sent them immediately to

5 Indeed, in light of where the ads originated, it would have
been irresponsible for the DNC if it had indicated that,
somehow, the ads should be attributed to it.
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Yellin. Moreover, it is undoubtedly true that it would have
reached the same conclusion if the DNC had paid the Texas Party's
bill after the ads had been aired. Given that, there is no reason
in law or policy why a payment by the MC to Yellin in discharge
of the Texas Party's obligation thereto -- which is equivalent in
all essential respects to a contribution directly to the Texas
Party -- should be treated any differently.

Respectfully submitted,

o7 seph A. Rieser, Jr.

JAR: mgn



STATEMENT OF DESIGNATION OF COUNSEL

NUR 2703

NAME OF COUNSEL:

ADDRESS:

TELEPHONE:

Joseph A. Riesor, Jr. (Only for
purposes of the response)
Christino Varney
Hartina Flournoy

430 South Capitol Street, S.E.
Washington, D.C. 20003

(202) 863-8166

The above named individuals are hereby designated as
counsel for DNC Services Corporation/Democratic National
Committee and Robert A. Farmer, as treasurer (collectively, the
"DNC"), and are authorized to receive any notifications and other
communications from the Commission and to act on behalf of the
DNC before the Co ission.

Date:- J 2 -n

RESPONDENT'S NAME: DNC Services Corporation/Democratic National
Committee and Robert A. Farmer, as
treasurer.

ADDRESS: 430 South Capitol Street, S.E.
Washington, D.C. 20003

BUSINESS PHONE:

U, .

co

(202) 863-8166



BEFORE THE FEDERAL ELECTIGE COIDISSIOM

)
In the Matter of )

)iwarl 270o3 )
)
)

AISWRB OF RESPOUDENT DC SERVICES CORPORATION
TO INTERROGTORIES

"1. Describe in detail the procedure by which the
DNC purchased media advertisements from Yellin Media on
behalf of the Texas Democratic Party.

a. State whether the DNC made payments directly to
the vendor, transferred funds to the Texas Democratic Party
or authorized the Texas Democratic Party to use its own funds
to purchase the advertisements. State whether the DNC
reported all payments as 441a(d) expenditures."

Answer: With respect to the advertisements that are
the subject of this MUR, the DNC's operations director was
contacted by the Texas Democratic Party (the "State Party"),
which wanted to run television advertisements in connection
with the general election of Dukakis/ Bentsen in Texas. The
State Party had already decided on the content of the adver-
tisements and the DNC understood that the advertisements
would be produced on behalf of the State Party by a firm in
Texas.

It was understood by the State Party that no funds
could be spent by the State Party for such advertising with-
out a proper designation by the DNC of the State Party as the
DNC's agent for making section 441a(d) expenditures on behalf
of Dukakis/Bentsen. The necessary agency designation was then
made, in writing. The State Party further requested that the
DNC provide the State Party with funds for the production of
the commercials and the broadcast time. The State Party also
asked if the DNC could provide this financial assistance in
as expeditious a fashion as possible.

The DNC had on account with Yellin Media, a media
buying firm, funds for use (but not yet used) in purchasing
time for television and radio commercials to be run by the
DNC. In light of the need for prompt assistance to the State
Party and after discussions with it, the DNC decided that the
most logical approach was to contribute to the State Party
some of the unused funds it had on account with Yellin by

co

'lo

It
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authorizing Yellin to spend these funds as directed and
requested by the State Party, rather than transferring funds
to the State Party to be used for these purposes. The State
Party would instruct Yellin, in writing, the manner in which
Yellin should use the funds made available by the DNC for the
purchase of time on the State Party's behalf. (Later, Yellin
was also instructed to use some funds to pay production
costs). A copy of a letter to Yellin from the State Party
authorizing Yelling to accept and use those funds as the
State Party's agent is attached hereto. Other than per-
mitting Yellin to use the DNC's funds in paying for the State
Party's ads, the DNC had no other role in their preparation
or broadcast.

After discussions between the DNC and the State
Party, the DNC and State Party concluded that, since the DNC
was making funds on deposit with Yellin available for use by
the State Party with respect to its commercials, the trans-
action should be treated as an in-kind contribution by the
DNC to the State Party, as well as a section 441a(d) expendi-
ture by the State Party pursuant to the agency designation
letter. Consequently, the DNC did not report these expendi-
tures as section 441a(d) expenditures by the DNC, but rather
told the Texas State Party that the State Party should report
the expenditures on the State Party's own reports, showing
the DNC as the designating committee in accordance with the
instructions for Schedule F and Line 23.

2. "State whether the advertisements purchased by the
DNC from Yellin Media on behalf of the Texas Democratic Party
included the attached advertisement. State whether the
advertisements purchased by the DNC included any other adver-
tisements in addition to the attached advertisement. Provide
copies of scripts for all advertisements purchased from
Yellin Media and reported as in-kind contributions to the
Texas Democratic Party."

Answer: The DNC does not know whether the advertise-
ments purchased by the State Party using the funds provided
by the DNC to Yellin included the attached. The DNC does not
know whether the funds were used to purchase time for any
other advertisements, since the advertisements were ordered
(from the production company) and approved by the State
Party, not by the DNC.

3. "State the total amount of expenditures made by
the DNC to Yellin Media on behalf of the Texas Democratic
Party. State whether the DNC reported all such expenditures
as 441a(d) expenditures."
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Answer: The total amount of funds from the DNC used
by Yellin' for the advertisements which are the subject of
this MUR was $133,000. The DNC did not report an of this as
a 441a(d) expenditure because the DNC regarded these as
expenditures by the State Party pursuant to the delegation of
441a(d) authority.

4. "Provide copies of all documents relating to the
above questions"

Answer: Copies of such documents are attachedhereto.

I hereby swear that the foregoing answers are true
and correct to the best of my information, knowledge and
belief.

Subscribed and sworn to before me this day of
March, 1989.

'Kr

ota Public "

VIRG4,A A. CUMMINGS
Notary Public, District of Columbia

WZ Commion Expires July 31, 1989



Texas Democratic Party

September 26, 1988

Ms. Harriett Yellin
Harriett Yellin, Inc.
1205 Statler Office Building
Boston, Massachusetts 02116

Dear Ms. Yellin:

This letter authorizes you to accept and expend funds as our
agent for the purpose of paying production costs for tele-
vision advertising for the benefit of the Democratic ticket
in our state.

it is anticipated that the Democratic National Committee (the
C- "DNC") will transfer to us, through you as our agent, $8,000

from its federal account, which contains only funds raised in
accordance with the limitations and prohibitions of the

CD Federal Election Campaign Act. of 1971, as amended (the "Act").

We understand that under the Act we will be required to report the
receipt and expenditure of these federal funds.

D _ Sincerely,

815 Brazos. Suite 200/Austin. Texas 78701/(512) 478-8746 in.'si
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September 2, 2,*8

Ms. Harriett Yellin
Harriett Yellin, Inc.
1205 Statler' Offioe Buildin
Boston, Massachusetts 02114

Dear Ms. Yellini

This letter authorizes you to accept and expend funds as our
agent for the purpose of purchasing, on our behalf , television
advertising for the benefit of the Democratic ticket in our
state.

It is anticipated that the Democratic National Committee (the
0: ,'DNC") will transfer to us, through you as our agent, $125,OOO

from its federal account, which contains only funds raised in
accordance with the limitations and prohibitions of the Federal
Election Campaign Act of 1971, an amended (the "Act").

We understand that under the Act we will b required to report
the receipt and expenditure of these federal funds.

.,-I el,

Rob-- 1i
Chairman
Texas Democratic arty



DeMOCMr a*do1 mmism

Paul G. Kirk. Jr.
Chairmn

Spte rb. 20, 1988

Hon. Robert Slagle, Chalirsm
Texas Democrati@ Party
815 Brazos, Suite 200
Austin, Te/s] 8701

Dear Mr.,

This letter sets forth in full the agreement between DNC

services Corporation/Demo.ratic National Committee ("DNC") and

fthe Texas Democratic Party concerning expenditures pursuant to 2

U.S.C. 6441a(d) in connection with the general election campaign

of Michael S. Dukakis for President of the United States and

Lloyd Bentsen for Vice President of the United States, as

follows:

1 1. The DNC hereby designates the Texas Democratic Party as

agent for the DNC for the exclusive purpose of making

expenditures pursuant to 2 U.S.C. 5441a(d) 
in connection with the

OD general election campaign of Michael S. Dukakis for President 
of

the United States and Lloyd Bentsen for Vice President of the

United States, up to the amount of one-hundred-twenty-five-
Sthousand dollars ($125,000.00). The Texas Democratic Party

hereby accepts such agency.

2. In exercising its authority pursuant to this Agreement,

the Texas Democratic Party will comply with the limitations 
and

reporting and other requirements of the Federal Election 
Campaign

Act of 1971, as amended ("the Act") and the regulations

promulgated thereunder.

3. The Texas Democratic Party will report to the DNC all

such information as the DNC may request for the purpose 
of DNC's

compliance with the requirements of the Act.

4. Notwithstanding the foregoing, the DNC may, by .written

notice to the Texas Democratic Party, reassume portions of the

authority delegated to the Texas Democratic Party under this

Agreement, to the extent that the Texas Democratic Party shall

not then have made or committed to make such expenditures 
itself.

EXHIBIT 1

430 South Capitol Stree, S. Washington. D C. 20003 (202) #63-8000

Paid for by dw Democratic National Committee. Contributions to the Democratic National Committee
ame not tax deductible as chaitable contributions for Federal income tax purpome



Please oonfirm your agre et vith the foregoing by signing
and returning two copies of this )Ottet.

meI I C N

v ,t

AGREED:

TEXAS DEMOCRATIC PARTY

Robert Slagle, C "



Demor ic Nitional Commie

Paul G. Kirk, Jr.
Chsimno

September 23, 1988

Hon. Robert Slagle, Chairaan
Texas Democratic Party
815 Brazos, Suite 200
Austin, Texas 78701

Dear Mr. Slagle:

Reference is made to that certain letter agreement dated

September 20, 1988, between DNC Services Corporation/Democratic
National Committee ("DNkC") and the Texas Democratic Party (the
"Agreement"), concerning expenditures pursuant to 2 U.S.C.
§441a(d) in connection with the general election campaign of
-Michael S. Dukakis for President of the United States and Lloyd

Bentsen for Vice President of the United States.
CD

That Agreement is modified as follows: In paragraph 1, the
amount of "one-hundred-twenty-five thousand dollars ($125,000)"

shall be amended to. read "one-hundred-thirty-three-thousand
($133 ,000. 00) ."

All other terms and conditions of the Agreement shall remain

in full force and effect.

Please confirm your agreement with the foregoing by signing
and returning two copies of this letter.

Sincerely yours,

DNC SERVI CORPORATION

.J.

-Paul d7. Kirk ir Pairman

AGREED:

TEXAS DEMOCRATIC PARTY

Robert Slagl an EXHIBIT 2

430 South Capitol Srect. S.E. Washington. D.C. 20003 (202) 86-8000
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BEFORE Tg FEDERIAL ELECTION COMMISSION

In the Matter of ))

DNC Services Corporation/ )
Democratic National Committee) NUR 2703
and Sharon Pratt Dixon, as )
treasurer 

)

GENERAL COUNSEL1 IM RPORT AMR 2 8 1989

On February 28, 1989, the Commission found reason to believe

that the DNC Services Corporation/Democratic National Committee

(the "DNC") and Sharon Pratt Dixon, as treasurer, violated

2 U.S.C. 55 434(b) and 441d. Prior to that time, this Office

regularly checked the DNC disclosure reports to determine whether

the DNC filed an amended Statement of Organization noting a

change in its treasurer. After the DNC received the notification

letter, it contacted this Office to inform it that the DNC had in

fact acquired a new treasurer, Robert A. Farmer, and had filed an

amended Statement of Organization with the Commission. Although

we cannot access the data base for the 1989-90 election cycle,

this Office managed to locate a copy of the amended Statement of

Organization which was filed on February 17, 1989, eleven days

before the Commission found reason to believe in this matter.

The amended Statement of organization was entered into the data

base for the 1989-90 election cycle on February 23, 1989.

Therefore, in order for the Commission's finding to reflect the

treasurer of record on February 28, 1989, this Office recommends

that the Commission find reason to believe that Robert A. Farmer,

as treasurer of the DNC Services Corporation/Democratic National

Committee violated 2 U.S.C. 55 434(b) and 441d and approve the



attached letter. Furthermore, this Office recommends that the

Commission take no further action against Sharon Pratt Dixon, as

treasurer.

RECONMNMD&TIONS

1. Find reason to believe that Robert A. Farmer, as

treasurer of the DNC Services Corporation/Democratic National

Committee, violated 2 U.S.C. S 434(b) and 441d.

2. Take no further action in this matter against Sharon

Pratt Dixon, the former treasurer of the DNC Services
Corporation/Democratic National Committee.

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

Date ) Lawr en0eS General Counsel

Attachments
1. Amended Statement of Organization.
2. Proposed letter and Factual and Legal Analysis.



FEDERAL ELECTION COMMISSION
WASHINGTON. 0 C 20463

MEMORANDUM

TO:

FROM:

DATE:

SUBJECT:

LAWRENCE M. NOBLE
GENERAL COUNSEL

MARJORIE W. EMMONS/JOSHUA MCFADi
COMMISSION SECRETARY

MARCH 23, 1989

OBJECTION TO MUR 2703 - General Counsel's Report
Signed March 20, 1989

The above-captioned document was circulated to the

Commission on Tuesday, March 21, 1989 at 4:00 p.m.

Objection(s) have been received from the Commissioner(s)

as indicated by the name(s) checked below:

Commissioner

Commissioner

Commissioner

Commissioner

Commissioner

Commissioner

Aikens

Elliott

Josefiak

McDonald

McGarry

Thomas

This matter will be placed

for March 28, 1989

on the meeting agenda

Please notify us who will represent your Division before the

Commission on this matter.

x



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

DNC Services Corporation/
Democratic National Committee
and Sharon Pratt Dixon, as
treasurer

MUR 2703

CERTIFICATION

I, Hilda Arnold, recording secretary for the Federal

Election Commission executive session on March 28, 1989,

do hereby certify that the Commission decided by a vote of

6-0 to take the following actions in MUR 2703:

1. Find reason to believe that Robert A.
Farmer, as treasurer of the DNC
Services Corporation/Democratic
National Committee, violated 2 U.S.C.
SS 434(b) and 441d.

2. Take no further action in this matter
against Sharon Pratt Dixon, the former
treasurer of the DNC Services
Corporation/Democratic National
Committee.

3. Approve the proposed letter and Factual
and Legal Analysis as recommended in
the General Counsel's report dated
March 20, 1989.

Commissioners Aikens, Elliott, Josefiak, McDonald,

McGarry and Thomas voted affirmatively for this decision.

Attest:

Ailda Arnold
Administrative Assistant

);k~dPWA am)9o "
Dhte '



FEDERAL ELECTION COMMISW

1 3, 1989

Robert A. Farmer, Treasurer
DNC Services Corporation/
Democratic National Committee
430 South Capitol Street, 8.3.
Washington, D.C. 20003

RB: XUR 2703
DEC Services Corporation/
Democratic National
Committee and
Robert A. Farmer, as
treasurer

Dear Mr. Farmer:

On February 28,-1989, the Federal Election Commission found
reason to believe that the DNC Services Corporation/Democratic
National Committee and Sharon Pratt Dixon, as treasurer, violatedo 2 U.S.C. SS 434(b) and 441d, provisions of the Federal Election
Campaign Act of 1971, as amended (the "Act"). On March 28, 1989,
the Commission determined to take no further action against
Sharon Pratt Dixon, since she is not the current treasurer of
record. Accordingly, because you were substituted as treasurer

-on February 17, 1989, the Commission has found that there is
reason to believe that you, in your capacity as treasurer of the
DNC Services Corporation/Democratic National Committee, violated
2 U.S.C. 55 434(b) and 441d. The Factual and Legal Analysis
which formed the 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 the Committee and you, as
treasurer. You may submit any factual or legal materials
that you believe are relevant to the Commission's consideration
of this matter. Please submit such materials to the General
Counsel's Office within 15 days of receipt of this letter. Where
appropriate, statements should be submitted under oath.



Robert A. Farmer
Page 2

In the absence of any additional information demonstrating
that no further action should be taken against the Committee and
you, as treasurer, the Commission may find probable cause to
believe that a violation has occurred and proceed with
conciliation.

If you are interested in pursuing pre-probable cause
conciliation, you should so request in writing. See 11 C.I..
S 111.18(d). Upon receipt of the request, the Of M e of the
General Counsel will make recommendations to the Commission
either proposing an agreement in settlement of the matter or
recommending declining that pre-probable cause conciliation be
pursued. The Office of the General Counsel may recommend that
pre-probable cause conciliation not be entered into at this time
so that it may complete its investigation of the matter.oFurther, the Commission will not entertain requests for
pre-probable cause conciliation after briefs on probable cause
have been mailed to the respondent.

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 the General
Counsel ordinarily will not give extensions beyond 20 days.

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

This matter will remain confidential in accordance with
2 U.S.C. 55 437g(a)(4)(B) and 437g(a)(12)(A) unless you notify
the Commission in writing that you wish the matter to be made
public.



Robert A. ftnser
Page 3

If yOu have any SC StL@IS, te4*S@Costot rcanta Ronarski,
the attorney #61igned to thismt*,l (0)3620

Sineerely,

Chairman

Enclosures
Designation of Counsel tor
Factual G Legal Analysis

C)a



FVD33AL RLECTION COUNISSION

FACTUhAL D L . AnAL"YIS

RESPONDENTS: Robert A. tarmer, as
treasurer of the DEC NUR-2703
Services Corporation/
Democratic National Committee

The Act defines contributions and expenditures as anything of

value including a gift, loan, or advance made by any person for

the purpose of influencing a federal election. 2 U.S.C.

S 431(8)(A) and 2 U.S.C. S 431(9)(A). Expenditures made by any

person in cooperation, consultation, or concert with, or at the

request or suggestion of a candidate or his authorized committee

are considered in-kind contributions under the Act. 2 U.S.C.

S 441a(a)(7)(B)(i). Nulticandidate political committees may make

-up to $5,000 in contributions to any candidate for federal office

or his authorized political committee. 2 U.S.C. 5 441a(a)(2)(A).

The Act provides that notwithstanding any other provisions of law

with respect to limitations on expenditures or contributions, a

national committee may make certain limited "coordinated party"

expenditures in connection with the general election campaign of

any candidate for President who is affiliated with that party.

2 U.S.C. 5 441a(d)(2).

The Act does not include a similar provision for a state

party committee to make similar expenditures on behalf of a

Presidential candidate. See 2 U.S.C. 5 441a(d). Commission

regulations indicate, however, that a national party committee

may make such expenditures through a designated agent, including

state and subordinate party committees. 11 C.F.R. 5 110.7(a)(4).



The national committee may spend up to two cents tines the

national voting age population on behalf of its Presidential

candidate in a general election. 2 U.s.C. I 441a(d)(2). All

coordinated party expenditures made by the national party

committee or its designated state party committees are subject to

one spending limit. 11 C.F.R. S 110.7(a). Party committees,

however, may not make independent expenditures in connection with

the general election campaign of a Presidential candidate.

13 C.F.R. S 110.7(a)(5). For the 1988 general election, the

coordinated party expenditure limit for the DNC Services

"T Corporation/Democratic National Committee (the "DNC") on behalf

Iof the Dukakis/Bentsen campaign was $8,291,454. The DNC has

CD reported a total of $7,563,043.85 in coordinated party

expenditures on behalf of Democratic candidates through

November 28, 1988.

The Act requires that whenever any person, which includes a

party committee (see 2 U.S.C. 5 431(11)), makes an expenditure

0for the purpose of financing communications expressly advocating

the election or defeat of a clearly identified candidate through

any broadcasting station, newspaper or any other type of general

public political advertising, such communication, if paid for by

other persons, but authorized by a candidate, an authorized

political committee of a candidate, or its agents, shall clearly

state that the communication is paid for by such persons and

authorized by such authorized political committee. 2 U.S.C.

5 441d(a)(2). If the communication is not authorized by a



candidate, an authorized political committee of 
the candidate or

its agents, it shall clearly state the nane of the 
person who

paid for the communication and state that the communication 
is

not authorised by any candidate or candidate's committee.

2 U.S.C. I 441d(a)(3).

In the instant matter, an advertisement clearly 
identifying

Vice President Bush ran on fifty-two (52) occasions 
from

September 21 through September 25, 1988 on six (6) Texas

television stations. The advertisement stated, in part: "(When

the oil business [of Texas) collapsed for the lack 
of a national

energy policy, where was George?...Now 
George Bush is calling on

Texas to help. But where was George when we needed him?" The

advertisement cost $82,623 and indicated that it 
was paid for by

the Texas Democratic Party. In a letter, dated September 20,

1988, from Paul Kirk, Chairman of the DNC to Robert Slagle,

Chairman of the Texas Democratic Party, the DNC designated 
the

Texas Democratic Party as its agent for the purpose 
of making up

to $125,000 in coordinated party expenditures on 
behalf of the

Dukakis/Bentsen general election campaign. In a second letter,

dated September 23, 1988, from Paul Kirk to Robert 
Slagle, the

DNC amended the above agreement to allow the 
Texas Democratic

Party to make up to $133,000 in expenditures pursuant 
to 2 U.S.C.

S 441a(d).

In its 1988 October Monthly Report, the DNC reported 
a

$125,000 disbursement on September 20, 1988 and a $8,000

disbursement on September 23, 1988 to Yellin as in-kind

contributions to the Texas Democratic Party for 
media



expenditures. The Texas Democratic Patty, in its 1964 October

Quarterly Report, noted a $125,000 in-kind contribution on

September 20, 1966 and a $8,000 in-kind contribution on

September 23, 1988 from the DEC for the purchase of &it tiMe and

television production. Moreover, on its r Schedule, the Texas

Democratic Party reported the $125,000 and $8,000 as In-kind

contributions received from the DEC for the purchase of air tine

and the production of television commercials on behalfo -

Dukakis/Bentsen, as disbursements to Yellin Media and as

coordinated party expenditures made as the designated agent of

the DNC.

The advertisement in question was aired from September 21

through September 25, 1988 and the in-kind contributions from the

DNC to the Texas Democratic Party were reported on September 20

and September 23, 1988. Therefore, it appears that although the

DNC designated the Texas Democratic Party as its agent for the

purpose of making coordinated party expenditures on behalf of

Dukakis/Bentsen, the DNC actually paid for these advertisements

and may have also reported the payments as Section 441a(d)

expenditures.

If the DNC intended to designate the Texas Democratic Party

as its agent for making coordinated party expenditures, it should

have either transferred funds to the state party committee for it

to spend or allowed the state party committee to use its own

funds to make the expenditures. See FEC v. Democratic Senatorial

Campaign Committee, 454 U.S. 27 (1981). In this case, the DNC

designated a state party committee as its agent, but paid the
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vendor directly and may have reported the payments as a

Section 44la(d) expenditures. The DNC also reported the

expenditures as in-kind contributions to the Texas Democratic

Party. The Texas Democratic Party reported the payments as both

in-kind contributions from the DNC and coordinated party

expenditures made by the party. Because the DNC actually made

the expenditures, it should have reported the expenditures as

441a(d) expenditures and not also as in-kind contributions.

Therefore, based on the foregoing analysis, there is reason to

believe that Robert A. Farmer, as treasurer of the DNC Services

Corporation/Democratic National Committee, violated 2 U.S.C.

5 434(b) by misreporting these payments in question made on

behalf of the Dukakis/Bentsen campaign as in-kind contributions.

C The Act requires that a political advertisement must clearly

state who paid for the communication and whether or not it was
C authorized by the candidate or his or her committee. 2 U.S.C.

S 441d. The television advertisement in question stated that it

was paid for by the Texas Democratic Party. It did not, however,

indicate whether or not it was authorized by any candidate. If

the DNC had transferred the funds to the Texas Democratic Party

who in turn paid the vendor or the Texas Democratic Party used

its own funds to pay the vendor, then the Texas Democratic Party

would be the correct party to appear in the disclaimer as the

person who paid for the advertisement. It appears, however, that

the DNC made arrangements with the vendor for the advertisement

and made the actual payments to the vendor.

Section 441d of the Act requires the identity of the person



who actually paid for the advertisawt. Therefore, in this

matter, the disclaior should hav.,, taid tot by the

Democratic wationai Comittee and aoitsed by the

Dukakis/Ientsen Committee, Inc.'. ieoe, there is reason to

believe that Robert A. armer, eas tre*urer of the DNC services

Corporation/Democratic National Comitteo, violated 2 U.s.C.

S 441d by failing to include the appropriate disclaimer on the

television advertisement in question.

CD
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Danny L. McDonald, Chairman VIA FEDERAL EXPRESS
Attn: Frania Monarski,

Office of General Counsel
Federal Election Commission
999 E Street, N.W.
Washington, DC 20463

Re: MUR 2703: Texas Democratic Party and Bob Slagle, as

Treasurer

Dear Sir:

Following my telephone conversation with Frania Monarski,
this is to request that the information contained in this letter
and the attached Affidavit of Ed Martin, Executive 'Director of
the Texas Democratic Party, be considered in response to your
letter to me dated March 8, 1989. As I explained to Ms.
Monarski, I had to undergo serious emergency abdominal surgery on
March 8, 1989, and was still in the hospital when your letter
arrived. Although I was dismissed from the hospital on March
13th, I was under doctor's instructions not to go to my office
for any type of work until March 29, 1989, and then only on a
half-time basis for approximately another two weeks. During that
time my secretary brought me your letter after I checked out of
the hospital, but I inadvertently misplaced it and did not find
it until the day I called Ms. Monarski. I apologized for the
oversight, and stated that I would wish some additional time to
supply further information.

As stated in the attached Affidavit of Ed Martin, the
authorization by the Democratic National Committee to Harriett
Yellin, Inc., to disburse $133,000.00 which the DNC had deposited
with Yellin was treated by all parties as having isolated those
funds under the control of the Texas Democratic Party, the same
as if they had been deposited in a bank account under the
exclusive contrcl of the Texas Democratic Party. The method
which the Texas Democratic Party reported these expenditures was
an attempt to accurately, honestly and legally give full
disclosuire as to what actually happened.

It appears to me that the case cited in the Factual and
Legal Analysis supports our position. Federal Election
Commission v. Democratic Senatorial Campaign Committee, 454 U.S.
27, 34; 70 L.Ed.2d 23, 31 (1981) held, in part, that the Act does
not preclude a state party from designating a national senatorial



Danny L. McDonald, Chairman
Federal Election commission
April 14, 1989
Page Two

campaign committee as its agent for the purpose of making
campaign expenditures. similarly, neither the Act nor 11 C.F.R.
Sect. 110.7 precludes the Democratic National Committee's and the
Texas Democratic Party's agreement with Yellin for Yellin to act
as a depository of DNC funds already in its possession, after
control over expenditure of those funds have been passed to the
Texas Democratic Party the same as if they were deposited in a
bank account under the state party's exclusive control.

Therefore, we respectfully request that the Commission
reconsider its finding on February 28, 1989, that there is reason
to believe that the Texas Democratic Party and Bob Slagle,, as
Treasurer, violated 2 U.S.C. Sect. 434(b).

if, after receiving these comments and the attached
Affidavit of Ed Martin, the Commission still feels that some
action should be taken against the Texas Democratic Party and Bob
Slagle, as Treasurer, then this is to request pre-probable cause
conciliation.

Thank you for your consideration of these matters. Again, I
0 apologize for my delay in transmitting them to you.

Respectfully submitted,

CD ,'D .
Harold D. Hamimett
Attorney for Texas Democratic Party

HDH:cjr

cc w/encl: Bob Slagle
Ed Martin
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BEFORE ME, the undersigned authority, on this day personally

appeared ED IARTIN, who, first being by as duly sworn, upon his

oath stated as follows:

"My name is Rd Martin. I an a resident of Austin, Texas,

and am the Rxecutive Director of the Texs Democratic Party, and

have had that position continuously since January, 1986. In

September, 1988, I and Bob Slagle, Chairman of the Texas

Democratic Party, frequently conferred about the timing and

content of political advertisements made the subject of Federal

Election Commission MUR 2703.

"While in my office in Austin, Texas, I participated in

long-distance telephone conversations with Harriett Yellin in

Boston, Massachusetts, concerning such advertisements. I had

personal knowledge of the letters under the signature of Bob

Slagle, Chairman of the Texas Democratic Party, to Ms. Yellin of

September 20, 1988 (Exhibit 1 attached hereto) and September 26,

1988 (Exhibit 2 attached hereto).

"Ms. Yellin informed me that she had received authorization from

the Democratic National Committee to designate $125,000.00 (later

raised to $133,000.00) previously received from the Democratic

National Committee and on deposit in the bank account of Harriett

Yellin, Inc., to be spent as instructed by the Texas Democratic

Party. Subsequently, I, in consultation with Chairman Bob

Slagle, informed her of our approval of the content and timing of

such television advertisements. In view of the shortness of

AFFIDAVIT OF ED MARTIN -- Page 1



'time the funds in Yellin's possession, earmarked for the Texas

Democratic Party wore the same thing as an advance deposite

None of us saw any reason to go through the ceremony of having

funds transferred to the Texas Democratic Party and then having

the Texas Democratic Party transfer them to Yellin. The

expenditures wore reported as they were because the decisions

about whether to spend them, and how, were made by the Texas

Democratic Party. The Democratic National Committee had no

control over the content and timing of the broadcast of the

commercials. When both Yellin and the DNC agreed that the funds

on deposit in Yellin's account could be disbursed at the
10

instruction of the Texas Democratic Party,, Yellin assumed and

performed the additional role of being the agent for the Texas

(7) Democratic Party for the disbursal of this fund, just as a bank

would have been if the extra time-consuming step of the double

0 transfer of the funds had occurred. Under this binding

agreement, the Texas Democratic Party had control over the

$133,000.00 blocked for this purpose in Yellin's account in the

same way as if that same amount had been deposited in the Texas

Democratic Party's bank account. These expenditures were

reported by the Texas Democratic Party the way they were reported

because it was felt this was the best way to comply with both the

letter and spirit of the law in giving disclosure about source of

the funds and the Texas Democratic Party's control over the

timing and results of their expe di

ED MARTIN-

AFFIDAVIT OF ED MARTIN -- Page 2
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septembew 20, Iso

IMia. Nla~riet,, Yo~lU
Marriett To1h wlo 130
2205 Statler Oftfie Wilding
Boston, Massachusetts 031,6

Dear is. Yollins

This letter authorisoe you to acept and expend funds an our
agent for the purpose of purchasn, on our behalf. television
advertising for the benefit of the Democratio ticket in our

'7) states
Ln It is anticipated that the Democratic N ational Committee (the

"DHC") will transfer to use trough you as our agent, $125,000
from its federal account, hich contains only funds raised in

Q accordance with the limitations and prohibitions of the Federal
Election Campaign Act of 1973. as amended (the *Act").

We understand that under the Act we will be requLred to report
tooe receipt and expenditure of these federal funds.

TCha.

Texas Deocratio rty

EXHIBIT 1



@,,A
Texas, emoc Par '

Septembezr 26, 1988

Ms . Harriett; Yellin
Harriett Yellln, Inc.
1205 Statler Office Building
Boston, Massachusetts 02116

Dear Ms. yellin:

This letter author!zes you to accept and expend funds as our,agent for the purpose of paying production coszs for tele-vision advertising for the benefit of the De.mocratic ticketIn our state.
it 4s anticipated that the Denocratic National Conrmn.tee (the"DNC") will transfer to us, through you as our agent, $8,000
from its federal account, which contains only funds raised Inaccordance with the limitations and prohibitions of theFederal Eleceion Campaign Act. of 1971, as amended (the "Act").
We unde.-stand that under the Act we will be required to reportrecelpz and expenditure of these federal funds.

the

Since ely,

EXHIBIT 2

*1i Bratos. Suite 200/Austin. TeXas 78701/(312) 4784746
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BB~lB FDItA, LB'J'ZIICO~t8ZNSENSITFIF
Zn the Matter of=S

DNC Services Corporation/
Democratic national Committee ) m 2703 JUL 18
and Robert A. Farmer, as )

)treasurer
Texas Democratic Party and )

Bob Slagle, as treasurer )

GENERAL COUNSEL'S REPOST

I. GENERATIONOF RATTER

On September 16, 1988, Fred Meyer, Chairman of the Republican

Party of Texas, submitted a complaint to the Commission alleging

that the Texas Democratic Party and Bob Slagle, as treasurer,

violated the Federal Election Campaign Act of 1971, as amended

(the "Act"). Meyer contended that the Texas Democratic Party

paid for a television advertisement attacking the candidacy of

Vice President George Bush for President. On October 5, 1988,

Meyer filed a supplemental complaint. On October 22, 1988,

counsel for the Texas Democratic Party and Bob Slagle, as

treasurer, submitted a response to the Commission denying the

allegations in the complaint.

On February 28, 1989, the Commission found reason to believe

that the Texas Democratic Party and Bob Slagle, as treasurer,

violated 2 U.S.C. S 434(b) by misreporting the payments for these

advertisements as coordinated party expenditures and in-kind

contributions from the DNC. The Commission further found that

there was no reason to believe that the Texas Democratic Party

and Bob Slagle, as treasurer, violated 2 U.S.C. S 441a(f). The

Commission also found reason to believe that the DNC Services
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Corporation/Democratic National Committee and Sharon Pratt Dixon,

as treasurer, violated 2 U.S.C. S 434(b) by misreporting the

payments for the advertisements as in-kind contributions to the

Texas Democratic Party and 2 U.S.C. 5 441d by failing to include

the appropriate disclaimer on the advertisements indicating

whether or not they were authorized by the Dukakis/Bentsen

Committee, Inc. On March 28, 1989, the Commission substituted

Robert A. Farmer, the new treasurer of the DNC, for Sharon Pratt

Dixon in this matter.

On March 24, 1989, the DNC filed a response to the

Commission's findings and requested that no further action be

taken in this matter. On April 17, 1989, the Texas Democratic

Party submitted an affidavit of Ed Martin, the Executive

Director and requested pre-probable cause conciliation in this

matter.

II. FACTUAL AND LEGAL ANALYSIS

A. The Law

The Act defines contributions and expenditures as anything of

value including a gift, loan, or advance made by any person for

the purpose of influencing a federal election. 2 U.S.C.

S 431(8)(A) and 2 U.S.C. S 431(9)(A). Expenditures made by any

person in cooperation, consultation, or concert with, or at the

request or suggestion of a candidate or his authorized committee

are considered in-kind contributions under the Act. 2 U.S.C.

S 441a(a)(7)(B)(i). Multicandidate political committees may make

up to $5,000 in contributions to any candidate for federal office

or his authorized political committee. 2 U.S.C. S 441a(a)(2)(A).
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The Act provides that notwithstanding any other provisions of law

with respect to limitations on expenditures or contributions# a

national committee may make certain limited "coordinated party*

expenditures in connection with the general election campaign of

any candidate for President who is affiliated with that party.

2 U.S.C. 5 441a(d)(2).

The Act does not include a similar provision for a state

party committee to make similar expenditures on behalf of a

Presidential candidate. See 2 U.S.C. 5 441a(d). Commission

regulations indicate, however, that a national party committee

may make such expenditures through a designated agent, including

state and subordinate party committees. 11 C.F.R. § 110.7(a)(4).

The national committee may spend up to two cents times the

national voting age population on behalf of its Presidential

candidate in a general election. 2 U.S.C. S 441a(d)(2). All

coordinated party expenditures made by the national party

committee or its designated state party committees are subject to

one spending limit. 11 C.F.R. S 110.7(a). Party committees,

however, may not make independent expenditures in connection with

the general election campaign of a Presidential candidate.

11 C.F.R. S 110.7(a)(5). For the 1988 general election, the

coordinated party expenditure limit for the DNC Services

Corporation/Democratic National Committee (the "DNC") on behalf

of the Dukakis/Bentsen campaign was $8,291,454. The DNC has

reported a total of $8,038,522.18 in coordinated party

expenditures on behalf of Democratic candidates in its amended

1988 Year End Report.
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The Act requires that when any person, which includes a party

Committee (see 2 U.S.C. 1 431(11)), makes an expenditure for the

purpose of financing communications expressly advocating the

election or defeat of a clearly identified candidate through any

broadcasting station, newspaper or any other type of general

public political advertising, such communication, if paid for and

authorized by the candidate, an authorized political committee of

the candidate or agents of the candidate, must clearly state that

it was paid for by such authorized committee. 2 U.S.C.

S 441d(a)(1). If the communication is paid for by other persons,

but authorized by a candidate, an authorized political committee

of a candidate, or its agents, it shall clearly state that the

communication is paid for by such persons and authorized by such

authorized political committee. 2 u.S.C. 5 441d(a)(2). If the

communication is not authorized by a candidate, an authorized

political committee of the candidate or its agents, it shall

clearly state the name of the person who paid for the

communication and state that the communication is not authorized

by any candidate or candidate's committee. 2 U.S.C.

S 441d(a)(3).

B. Analysis

In the instant matter, the Texas Democratic Party prepared

television advertisements in opposition to George Bush and asked

the DNC to delegate part of its 441a(d) authority to the Texas

Democratic Party to pay for the cost of the advertisements. In a

letter, dated September 20, 1988, from Paul Kirk, Chairman of the

DNC, to Robert Slagle, Chairman of the Texas Democratic Party,



the DNC designated the Texas Democratic Party as its agent for

the purpose of making up to $125,000 in coordinated party

expenditures on behalf of the Dukakis/ ntsen general *lqction

campaign. in a letter, dated September 23, 1968, from Paul Kirk

to Robert Slagle, the OtC amended the above agreement to allow

the Texas Democratic Party to make up to $133,000 in expenditures

pursuant to 2 U.S.C. I 441a(d).

In order to save time and get the advertisements out quickly,

the Texas Democratic Party asked the DNC to provide financial

assistance by making payments for the advertisements to Yellin

Media on behalf of the Texas Democratic Party, thus in effect

having the DNC pay its bill with Yellin Media. The DNC states

that it responded by permitting Yellin Media to use the DNC's

funds already on deposit to pay for the advertisements of the

Texas Democratic Party. In a letter from Bob Slagle to Harriett

Yellin, dated September 20, 1988, the Texas Democratic Party

authorized Yellin Media to accept and expend funds as the Texas

Democratic Party's agent for the purpose of purchasing television

advertisements for the benefit of the Democratic Ticket in Texas.

The letter further noted that the DNC "will transfer to us [the

Texas Democratic Party], through you [Yellin Media] as our agent,

$125,000 from its federal account...." In a second letter, dated

September 26, 1988, Bob Slagle authorized Yellin Media to accept

and expend funds as the Texas Democratic Party's agent for the

purpose of paying production costs for television advertising.

The letter also indicated that the Texas Democratic Party

anticipated that the DNC would transfer an additional $8,000 to
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the Texas ]Democratic Party through Yellin Media.

The television advertisement in question ran on fifty-two

(5) occasions from September 21 through September 25, 1988 on

six (6) Texas television stations. The advertisement indicated

that it was paid for by the Texas Democratic Party and stated# in

part:

[wihen the oil business (of Texas) collapsed for the lack of
a national energy policy, where was George? ... Now George Bush
is calling on Texas to help. But where was George when we
needed him?

in its 1988 October Monthly Report, the DNC reported a

$125,000 disbursement on September 20, 1988 and a $8r000

disbursement on September 23, 1988 to Yellin media as in-kind

contributions to the Texas Democratic Party for media

expenditures. The Texas Democratic Party, in its 1988 October

Quarterly Report, noted a $125,000 in-kind contribution on

September 20, 1988 and a $8,000 in-kind contribution on

September 23, 1988 from the DNC for the purchase of air time and

television production. Moreover, on its F Schedule, the Texas

Democratic Party reported the $125,000 and $8,000 as in-kind

contributions received from the DNC for the purchase of air time

and the production of television commercials on behalf of

Dukakis/Bentsen, as disbursements to Yellin Media and as

coordinated party expenditures as the designated agent of tha

DNC.

If a national party committee intends to designate a stAte

party committee as its agent for making coordinated party

expenditures, it should either transfer funds to the state party
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committee for it to spend or allow the state party comittee to

use its own funds to make the expenditures. See v.

Democratic Senatorial Campaign Committee, 454 U.S. 27 (1981).

The DNC designated the Texas Democratic Party as its agent, but

paid the vendor directly with its own funds already on deposit

with Yellin Media. The Texas Democratic Party's actions and the

DNC's actions also appear to be inconsistent with the Act's

requirement that all disbursements must be made from a campaign

depository. See 2 U.S.C. S 432(h). The DNC reported the

-expenditures as in-kind contributions to the Texas Democratic

'f) Party. The Texas Democratic Party reported the payments as both

in-kind contributions from the DNC and as coordinated party
C) expenditures as the agent of the DNC. Because the DNC actually

made the expenditures from its own account with Yellin Media, it
0

should have reported the expenditures as coordinated party

expenditures pursuant to 2 U.S.C. S 441a(d), not as in-kind

contributions. Moreover, under these facts, the Texas Democratic

Party should not have reported the expenditures as coordinated

party expenditures or in-kind contributions from the DNC.

Accordingly, it appears that the DNC and the Texas Democratic

Party violated 2 U.S.C. S 434(b) by misreporting the payments for

the television advertisement in question.

Moreover, the Act requires that a political advertiv ent

must clearly state who paid for the communication A ,d w: her or

not it was authorized by the candidate or his or her auttokczed

committee. 2 U.S.C. 5 441d. The television advertisement in

question stated that it was paid for by the Texas Democratic
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Party. The DNC actually paid for the television advertisement

from funds already on deposit with Yellin Media. Moreover# the

advertisement did not indicate whether or not it was authorized

by any candidate.

In addressing the disclaimer issue In its response# the WtC

in a footnote, argues that it is not readily apparent that the

Act requires notice by a political party committee as to whether

its activities are or are not "authorized" by its nominees. The

DNC supports this assertion with the Commission's Regulation

- which prohibits party committees from making independent

if) expenditures in support of their nominees for federal office.

See 11 C.F.R. 55 1lO.7(a)(5) and 110.7(b)(4). The DNC concludes

that these sections of the Regulations "irrebutably imply that

all such expenditures are authorized."

Section 441d of the Act, however, does not include an

exception for party committees. Moreover, the Commission, by

regulation, has not made any exception for party committees with

1\ regard to the notice and authorization requirements. Therefore,

in this matter, the disclaimer should have stated "Paid for by

the Democratic National Committee and authorized by the

DukakiS/Bentsen Committee, Inc.".

Accordingly, this office recommends that the Commission

reject the request of the DNC Services Corporation/Democratic

National Committee and Robert A. Farmer, as treasurer, to take no

further action, and proceed to the next stage of the enforcement

process. This Office also recommends that the Commission enter

into pre-probable cause conciliation with the Texas Democratic
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IV. RZCOUNDUDATIONS

1. Reject the request of the DNC Services Corporation/
Democratic National Committee and Robert A. Farmer, as treasurer,
to take no further action and proceed to the next stage of the
enforcement process.

2. Enter into conciliation with the Texas Democratic Party
and Bob Slagle, as treasurer, prior to a finding of probable
cause to believe.
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3. Approve the attached letters (2) and proposed
Conciliation Agreement.

Date -p r n; *C ob e
i ,neral Counsel

/

Attachments
1. Responses
2. Proposed Letters (2) and Conciliation Agreement.

J/
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MEMORANDUM TO:

FROM: MARJORIE W. EMMONS

DATE: JULY 13, 1989

SUBJECT: MUR 2703 - General Counsel's Report
Signed July 10, 1989.

'f) The above-captioned document was circulated to the

Commission on
fr) Objections have been received from the Commissioners

as indicated by the name(s) checked:

Commissioner Aikens xxx

CD
Commissioner Elliott

Nr
Commissioner Josefiak

-Commissioner McDonald

~ Commissioner McGarry

Commissioner Thomas xxxx

This matter will be placed on the

agenda for July 18, 1989.



BEFORE THE FEDEM Ez1CT19 COMINSSON

In the Matter of

DNC Services Cozporation/ )
Desocr4tio National Comittee
and adbtt A. Parmer, as
treasurer ) Ift 2703

Texas Democratia Party and
Bob Slagle, as treasurer )

CERTIFICATION

I, Marjorie W. Emmons, recording secretary for the

Federal Election Commission executive session of July 18, 1989,

do hereby certify that the Commission decided by a vote of 6-0

to take the following actions in MUR 2703:

1. Reject the request of the DNC Services Corpora-
tion/Democratic National Committee and Robert
A. Farmer, as treasurer, to take no further
action and proceed to the next stage of the
enforcement process.

2. Enter into conciliation with the Texas Demo-
cratic Party and Bob Slagle, as treasurer,
prior to a finding of probable cause to believe.

3. Approve the two letters and the proposed con-
ciliation agreement attached to the General
Counsel's report dated July 10, 1989.

Commissioners Aikens, Elliott, Josefiak, McDonald,

McGarry, and Thomas voted affirmatively for the decision.

Attest:

Date U Marjorie W. Emmons
Secretary of the Commission
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FEDERAL ELECTION COMMISSION
WASHINGTON. D.C 2046

July 27, 1989

Joseph A. Rieser, Jr.
Reed Smith Shaw & NcClay
Suite 900
1150 Connecticut Avenue, .N.
Washington, D.C. 20036-4192

RE: NUR 2703
DNC Services Corporation/
Democratic National
Committee and Robert
A. Farmer, as treasurer

LO Dear Mr. Rieser:

On March 8, 1989, your clients, the DNC Services Corporation/
Democratic National Committee and Robert A. Farmer, as treasurer,
were notified that the Federal Election Commission found reason

nto believe that the DNC Services Corporation/Democratic National
Committee and Robert A. Farmer, as treasurer, violated 2 U.S.C.

C) SS 434(b) and 441d. On March 23, 1989, your clients submitted a
qT response to the Commission's reason to believe findings and

requested that the Commission take no further action with regard
17 to them in this matter.

The Commission has considered this request and determined to
decline your clients' request to take no further action. The
Commission has also determined to move on to the next stage in
the enforcement process.

If you have any questions, please contact Frania Monarski,
the attorney assigned to this matter, at (202) 376-8200.



FEDERAL ELECTION CQMMISUCQN.
WASHINGTON, .C. *U'3

JUly 27. 1989'

Harold D. Hammett
Simon, Anisman, Doby,

Wilson & Skillern
P.O. Box 17047
300 Professional Building
303 West Tenth

oFort Worth, TX 76102

RE: RUR 2703
91) Texas Democratic Party and

Bob Slagle, as treasurer

Dear Mr. Hammett:
(

On February 28, 1989, the Federal Election Commission found
reason to believe that the Texas Democratic Party and Bob Slagle,o as treasurer, violated 2 U.S.C. I 434(b). At your request, onJuly 18, 1989, the Commission determined to enter into
negotiations directed towards reaching a conciliation agreement
in settlement of this matter prior to a finding of probable cause
to believe.

Enclosed is a conciliation agreement that the Commission hasapproved in settlement of this matter. If your clients 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.



Earold D. mamett
Page 2

It you have any questions or suggestions for changes in the
agreesent, or if you.vish to arrange a meeting in connection with
a mutually satisfactory conciliation agreement, please contact
Frania nonarski, the attorney assigned to this matter, at (202)
376-8200.

Enclosure
Conciliation Agreenent
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HAME OF' C . , Chr istine A. Varn@y

ADDRESS: Democratic National cepmuittag

430 South Canitol Street. SE.

Washington. D.C. 20003

TELEPHaoU: 202-863-8130

The above-named individual is hereby designated as my

counsel and is authorized to receive any notifications and other

communications from the Commission and to act on my behalf before

the Commission.

August 1, 1989
Date Signature -

RESPONDENT'S NAME: Democratic National Committee

ADDRESS: 430 South Capitol Street. S.

Washington, D.C. 20003

HOME PHONE:

BUSINESS PHONE: (202) 863-8130

(

.4
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In the Matter of -)

DNC Services Corporation/Democratic ) RUR 2703
National Committee and Robert )
A. Farmer, as treasurer )

GEIERAL COUNS' S R30T

The Office of the General Counsel is prepared to close the

investigation in this matter as to the DNC Services

Corporation/Democratic National Committee based on the assessment

of the information presently available.

Date #461 Woble
awre ce

General Counselr.,o G ' Co



FEDERAL ELECTION CO4MION,
WASHINGTON. V C ZO*3

Deumz14# 39689

HIMORANDUM

TO: The Commission

FROM: Lawrence M. Noble
General Counsel

SUBJECT: MUR 2703

Attached for the Commission's reviev is a brief stating the
position of the General Counsel on the legal and factual issues
of the above-captioned matter. A copy of this brief and a letter
notifying the respondent of the General Counsel's intent to
recommend to the Commission a finding of probable cause to

O believe were mailed on December 14, 1989. Following receipt of
the respondent's reply to this notice, this Office will make a
further report to the Commission.

Q
Attachments
1. Brief
2. Letter to respondent



FEDERAL ELECTION COMMISSION
WASHING TON. O C

December 14, 1989

Christine A. Varnoye Ksq.
Democratic National Committee
430 South Capital Street, 5.3.
Washington, D.C. 20003

RE: NUM 2703
DNC Services Corporation/
Democratic National
Committee and Robert
A. Farmer, as treasurer

Dear Ms. Varney:

Based on a complaint filed with the Federal Election
Commission on September 26, 1988, and information supplied by

CD your clients, the DNC Services Corporation/Democratic National
Committee and Robert A. Farmer, as treasurer, the Commission, on
February 28, 1989, found that there was reason to believe your
clients, DNC Services Corporation/Democratic National Committee

O and Robert A. Farmer, as treasurer, violated 2 U.S.C. S 434(b)
and 441d, and instituted an investigation of this matter.

After considering all the evidence available to the
Commission, the Office of the General Counsel is prepared to
recommend that the Commission find probable cause to believe that
violations have occurred.

The Commission may or may not approve the General Counsel's
recommendation. Submitted for your review is a brief stating the
position of the General Counsel on the legal and factual issues
of the case. Within 15 days of your receipt of this notice, you
may file with the Secretary of the Commission a brief (ten copies
if possible) stating your position on the issues and replying to
the brief of the General Counsel. (Three copies of such brief
should also be forwarded to the Office of the General Counsel, if
possible.) The General Counsel's brief and any brief which you
may submit will be considered by the Commission before proceeding
to a vote of whether there is probable cause to believe a
violation has occurred.



Christine A. Varney
Page 2

If you are unable to file a responsive brief within 15 days,
you nay submit a vritten request for an extension of tine. Allrequests for extensions of tin must be submitted in writing fivedays prior to the due date, and good cause must be demonstrated.
In addition, the Office of the General Counsel ordinarilywill
not give extensions beyond 20 days.

A finding of probable cause to believe requires that the
Office of the General Counsel attempt for a period of not less
than 30, but not more than 90 days, to settle this matter through
a conciliation agreement.

Should you have any questions, please contact Trani&
Monarski, the attorney assigned to this matter, at (202)
376-8200.

Enclosure
Brief



S3FOR T3 F3DU3AL ELUCTZOII COMMISSION

In the Matter of )
)

DNC Services Corporation/Democratic ) MUR 2703
National Committee and Robert )
A. Farmer, as treasurer )

G3OOIAL COUE33LI'S 511K

I 8 TA!3NT OF TUK Cas

On February 28, 1989t the Commission found reason to believe

that the DEC Services Corporation/Democratic National Committee

(the *DNCO) and Robert A. Farmer, as treasurer, violated 2 U.S.C.

Lf SS 434(b) and 441d in connection with television advertisements
'N in opposition to George Bush prepared by the Texas Democratic

Party, but paid for by the DNC. On March 28, 1989, the DNC

submitted a response to the Commission's findings and requested

that no further action be taken in this matter. The DNC did not

Q request pre-probable cause conciliation. On July 18, 1989, the

Commission rejected the DNC's request to take no further action

in this matter.

II. ANALYSIS

The Federal Election Campaign Act of 1971, as amended (the

"Act") defines contributions and expenditures as anything of

value including a gift, loan, or advance made by any person for

the purpose of influencing a federal election. 2 U.S.C.

S 431(8)(A) and 2 U.S.C. S 431(9)(A). Nulticandidate political

committees may make up to $5,000 in contributions to any

candidate for federal office or his or her authorized political

committee. 2 U.S.C. S 441a(a)(2)(A). The Act provides that

notwithstanding any other provisions of law with respect to



limitations on expenditures or contributions, a national

committee may make certain limited Ocoordinated partya

expenditures in connection with the general election campaign of

any candidate for President who is affiliated with that party.

2 U.s.c. I 441a(d)(2).

The Act does not include a similar provision for a state

party committee to make similar expenditures on behalf of a

Presidential candidate. See 2 U.S.C. I 441a(d). Commission

Regulations indicate, however, that a national party committee

may make such expenditures through a designated agent, including

'1 state and subordinate party committees. 11 C.F.R. S 110o7(a)(4).

1O The national party committee may spend up to two cents times the

national voting age population on behalf of its Presidential
C0

candidate in a general election. 2 U.S.C. S 441a(d)(2). All

coordinated party expenditures made by the national party

committee or its designated state party committees are subject to

one spending limit. 11 C.F.R. S 110.7(a). Party committees,

however, may not make independent expenditures in connection with

the general election campaign of a Presidential candidate.

11 C.F.R. S 110.7(a)(5). For the 1988 general election, the

coordinated party expenditure limit for the DNC on behalf of the

Dukakis/Bentsen campaign was $8,291,454. The DNC, in its amended

1988 Year End Report, has reported a total of $8,038,522.18 in

coordinated party expenditures on behalf of Democratic

candidates.

The Act requires that whenever any person, which includes a

party committee (see 2 U.S.C. 5 431(11)), makes an expenditure
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for the purpose of financing communications expressly advocating

the election or defeat of a clearly identified candidate through

any broadcasting station, newspaper or any other type of genera;

public political advertising, such communication, if paid for and

authorized by the candidate, an authorized political comittee of

the candidate or agents of the candidate, must clearly state that

it was paid for by such authorized comittee. 2 U.S.C.

5 441d(a)(1). If the communication is paid for by other persons,

but authorized by a candidate, an authorized political comittee

of a candidate, or the candidate's agents, it shall clearly state

that the communication is paid for by such persons and authorized

by such authorized political committee. 2 U.S.C. S 441d(a)(2).

If the communication is not authorized by a candidate, an

authorized political committee of the candidate or the

candidate's agents, it shall clearly state the name of the person

who paid for the communication and state that the communication

is not authorized by any candidate or candidate's committee.

2 U.S.C. S 441d(a)(3).

In the instant matter, the Texas Democratic Party prepared

television advertisements in opposition to George Bush and asked

the DNC to delegate part of its 441a(d) authority to the Texas

Democratic Party to pay for the cost of the advertisements. In a

letter, dated September 20, 1988, from Paul Kirk, Chairman of the

DNC, to Robext Slagle. Chairman of the Texas Democratic Party,

the DNC desigrated the Texas Democratic Party as its agent for

the pirpose of making up to $125,000 in coordinated party

expenditures on behalf of the Dukakis/Bentsen general election
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campaign. In a letter, dated September 23, 1988, from Paul Kirk

to Robert Slagle, the DNC amended the above agreement to allow

the Texas Democratic Party to make up to $133,000 in expenditutes

pursuant to 2 U.S.C. I 441a(d).

In order to save time and get the advertisements out quickly,

the Texas Democratic Party asked the DEC to provide financial

assistance by making payments for the advertisements to Yellin

Media on behalf of the Texas Democratic Party, thus in effect

having the DNC pay its bill with Yellin Media. The DEC responded

by permitting Yellin Media to use the DEC's funds already on

deposit to pay for the advertisements of the Texas Democratic

Party. In a letter from Bob Slagle to Harriett Yellin, dated

September 20, 1988, the Texas Democratic Party authorized Yellin

Media to accept and expend funds as the Texas Democratic Party's

agent for the purpose of purchasing television advertisements for

the benefit of the Democratic Ticket in Texas. The letter

further noted that the DNC "will transfer to us [the Texas

Democratic Party), through you [Yellin Media) as our agent,

$125,000 from its federal account...." In a second letter, dated

September 26, 1988, Bob Slagle authorized Yellin Media to accept

and expend funds as the Texas Democratic Party's agent for the

purpose of paying production costs for television advertising.

The letter also indicated that the Texas Democratic Party

anticipated that the DNC would transfer an additional $8,000 to

the Texas Democratic Party through Yellin Media.

The television advertisements in question ran on fifty-two

(52) occasions from September 21 through September 25, 1988 on
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six (6) Texas television stations. The advertisements indicated

that they were paid for by the Texas Democratic Party and stated,

in part:

(wihen the oil business (of Texas) collapsed for the lack of
a national energy policy, where was George?...Now George Bush
is calling on Texas to help. But where was George when we
needed him?

zn its 1988 October Monthly Report, the DNC reported a

$125,000 disbursement on September 20, 1988 and a $6,000

disbursement on September 23, 1988 to Yellin Media as in-kind

contributions to the Texas Democratic Party for media

expenditures. The Texas Democratic Party, in its 1988 October

Quarterly Report, noted a $125,000 in-kind contribution on

September 20, 1988 and a $8,000 in-kind contribution on

o September 23, 1988 from the DNC for the purchase of air time and

television production. Moreover, on its F Schedule, the Texas

Democratic Party reported the $125,000 and $8,000 as in-kind

contributions received from the DNC for the purchase of air time

and the production of television commercials on behalf of

Dukakis/Bentsen, as disbursements to Yellin Media and as

coordinated party expenditures as the designated agent of the

DNC.

If a national party committee intends to designate a state

party committee as its agent for making coordinated party

expenditures, the national party should either transfer funds to

the state party committee for it to spend or allow the state

party committee to use its own funds to make the expenditures.

See FEC v. Democratic Senatorial Campaign Committee, 454 U.S. 27



(1981). The DNC designated the Texas Democratic Party as its

agent, but paid the vendor directly with its own funds already 
on

deposit with Yellin Media. The Texas Democratic Party's actions

and the DXC'S actions also appear to be inconsistent with 
the

Act's requirement that all disbursements must be made 
from a

campaign depository. See 2 U.S.C. 1 432(h). The DXC reported

the expenditures as in-kind contributions to the Texas 
Democratic

Party. The Texas Democratic Party reported the payments as both

in-kind contributions from the DNC and as coordinated party

O expenditures as the agent of the DXC. Because the DNC actually

made the expenditures from its own account with Yellin Media, 
it

should have reported the expenditures as coordinated party

expenditures pursuant to 2 U.S.C. S 441a(d), and not as in-kind

contributions. Accordingly, there is probable cause to believe

o that the DNC Services Corporation/Democratic National Committee

and Robert A. Farmer, as treasurer, violated 2 U.S.C. S 434(b) by

misreporting the payments for the television advertisements in

question.

Moreover, the Act requires that a political advertisement

must clearly state who paid for the communication and whether or

not it was authorized by the candidate or his or her authorized

committee. 2 U.S.C. S 441d. The television advertisements in

question stated that they were paid for by the Texas Democratic

Party. The DNC actually paid for the television advertisements

from funds already on deposit with Yellin media. moreover, the

advertisements did not indicate whether or not they were

authorized by any candidate.
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In addressing the disclaimer issue, the DEC argues that it is

not readily apparent that the Act requires notice by a political

party committee as to whether its activities are or are not

"authorized* by its nominees. The DEC supports this assertion

with the Commission's Regulation which prohibits party committees

from naking independent expenditures in support of their nominees

for federal office. Bee 11 C.F.R. S ll0o.7(a)(5) and

110.7(b)(4). The DEC concludes that these sections of the

Regulations wirrebutably imply that all such expenditures are

authorixed."

Section 441d of the Act, however, does not include an

exception for party committees. Moreover, the Commission, by
regulation, has not made any exception for party committees with

C)
regard to the notice and authorization requirements. Therefore,

in this matter, the disclaimer should have stated "Paid for by

the Democratic National Committee and authorized by the

7) Dukakis/Bentsen Committee, Inc."

Based on the foregoing analysis, there is probable cause to

believe that the DNC Services Corporation/Democratic National

Committee and Robert A. Farmer, as treasurer, violated 2 U.S.C.

5 441d by failing to include the appropriate disclaimer on the

television advertisements in question.
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December 29, 1989

Ms. Frania Monaraki, Esquire z 7;
Federal Election Commission ( -
999 E Street, N.W. --

Washington, D.C. 20463 "

Re: MUR 2703 Cn

Dear Ms. Monarski:

On behalf of the DNC Services Corporation/Democratic National
Committee and Robert A. Farmer as Treasurer (collectively the
"DNC"), I am writing to request an additional twenty days in
which to respond to the Federal Election Commission's ("FEC")
Office of General Counsel's probable cause determination in the
above referenced matter.

By letter dated December 14, 1989 and received by the DNC's
General Counsel on December 15, 1989, the Commission advised the
DNC that its Office of General Counsel is prepared to recommend
to the Commission that it find probable cause to believe that the
DNC violated 2 U.S.C. § 434(b) by allegedly misreporting payments
for television advertisements prepared by the Texas Democratic
Party and violated 2 U.S.C. § 441d by allegedly failing to
provide the appropriate disclaimer for the advertisements.

I hereby request that the DNC be granted additional time through
and including February 7, 1990 in which to respond to MUR 2703.
In light of the fact that the original response period falls
during the holiday season when persons who will be involved in
preparing the response are unavailable, the additional time is
required to fully respond to the Office of General Counsel's
brief in support of its recommendation.

430 South Capitol Street, S.E. Washington, D.C. 20003 (202) 863-8000
Paid for by the Democratic National Committee. Contributions to the Democratic National Committee

axe not tax deductible as charitable contributions for Federal income tax purposes.
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Plea** call se at 863-8166 if you have any questions concerning
this request.

Sincere

iV~aournoy
Senior Counsel 

__

cc: Christine Varney, Esquire
General Counsel



FEDERAL ELECTION COMMISSION
WASHINGWON. 0 C 2W3

January 5, 1990

Christine Varney, Esq.
Democratic National Committee
430 South Capitol Street, S.E.
Washington, D.C. 20003

RE: MUR 2703
DNC Services Corporation/
Democratic National
Committee and Robert
A. Farmer, as treasurer

Dear Ms. Varney:

This is in response to your letter dated December 29, 1989,
which we received on January 3, 1990, requesting an extension

CD until February 7, 1990 to respond to MUR 2703. After considering
the circumstances presented in your letter, I have granted the
requested extension. Accordingly, your response is due by the
close of business on February 7, 1990.

If you have any questions, please contact Frania Monarski,
the attorney assigned to this matter, at (202) 376-8200.

General Counsel
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February 7, 1990

Ms. Frania Monarski
Office of the General Counsel
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

Dear Ms. Monarski:

Under this cover, I am submitting, on behalf of the Democratic
National Committee, 3 copies of its response to the Office of
General Counsel's Brief in HI&270.

Sincerely,

Wi11 1 amC r os~sZ

430 South Capitol Street, S.E. Washington, D.C. 20003 (202) 863-8000
Paid for by the Democratic National Committee. Contributions to the Democratic National Committee

are not tax deductible as charitable contributions for Federal income tax puroe.
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Federal Election Comnision
999 z Street, W.*
Washington, D.C. 20463

Attention: Office of Geral Coun

Re: M703

Dear Sir or Madam:

On behalf of DNC Services Corporation/Democratic National
Committee (the "DNC"), I write to respond to Mi_20.

1. OVERVEW OF XURU2203

HUL 27o concerns certain television advertisements aired by
the Texas Democratic Party in September, 1988 in connection with
the general election campaign. These advertisements pertained to
the general election contest between the Democratic Party
Presidential Nominee, Governor Michael Dukakis, and the
Republican Party Presidential Nominee, George Bush.

The Commission in UR2703, has found reason to believe that
the DNC violated sections 434(b) and 441d of the Federal Election
Campaign Act of 1971, as amended (the "Act"), with respect to
these ads. The Office of General Counsel ("OGC), as argued in
"General Counsel's Brief"J, alleges that the advertisements were
paid for by the DNC and not by the state party. Accordingly, the
OGC argues that the disclosure statement should have said "Paid
for by the Democratic National Committee".

This brief is filed in response to the "General Counsel's
Brief" to support Respondent's position that the DNC has
committed no violation of the Act.

II. FACTUAL BACKGROUND

The Texas Democratic Party prepared television
advertisements relating to the general election campaign of the
Dukakis/Bentsen ticket. In order to air these ads in compliance
with the Act, the Texas Democratic Party requested that
sufficient 441a(d) authority be delegated to it by the DNC. The
ads that are the subject of MUR 2703 were prepared under the sole
direction of the Texas Democratic Party. Once granted the
necessary 441a(d) authority, the Texas Democratic Party exercised
sole control over the airing of these ads.

430 South Capitol Street, S.E. Washington, D.C. 20003 (202) 863-8000
Paid for by the Democratic National Committee. Contributions to the Democratic National Committee

are not tax deductible as charitable contributions for Federal income tax purposes.



In a letter dated September 20, 1988, from Paul Kirk,
Chairman of the DNC, to Robert Slagle, Chairman of the Texas
Democratic Party, the DNC designated the Texas Democratic Party
as its agent for the purpose of making up to $125,000 in
coordinated party expenditures on behalf of the Dukakis/Bentsen
general election campaign, (exhibit A, attached). In a similar
letter, dated September 23, 1988, from Paul Kirk to Robert
Slagle, the DNC amended the above agreement to allow the Texas
Democratic Party to make an additional $8,000 in coordinated
expenditures for a total of $133,000, (exhibit B, attached).

In a letter dated September 20, 1988, from Robert Slagle to
Harriet Yellin, President of Yellin Media, Inc. ("Yellin"), the
Texas Democratic Party authorized Yellin to "accept and expend
funds as our agent for the purpose of purchasing, on our behalf,
television advertising for the benefit of the Democratic ticket
in our state". This letter continues, "It is anticipated that
the Democratic National Committee (the "DNC") will transfer to
us, through you as our agent, $125,000 ..." (exhibit C,

Ne' attached). A similar letter, of September 26, 1988, from Robert
Slagle to Harriet Yellin authorizes Yellin to accept, as the

1r) Texas Democratic Party's agent, an additional $8,000 transfer
from the DNC to the Texas Democratic Party (exhibit D, attached).

The Texas Democratic Party, after receiving the DNC's
441a(d) authority, asked the DNC to transfer to it, sufficient
funds to pay for the production and airing of the advertisements.

C0 The DNC agreed to transfer these funds. To expedite the transfer
of the funds, the Texas Democratic Party asked the DNC to
transfer the funds directly to its agent, Yellin Media, Inc. The
DNC agreed to this request. The DNC had funds on account with
Yellin. These funds were to be used by Yellin wheh purchasing
time, on behalf of the DNC, for television and radio ads. In
order to comply with its agreement with the Texas Democratic
Party, the DNC authorized Yellin, an agent of the Texas
Democratic Party, to assume control over $125,000 (and
subsequently an additional $8,000) of its funds on account and
expend them as directed by the Texas Democratic Party.

III. ANALYSIS

National Party Committees are permitted to spend up to two
cents times the national voting age population on behalf of their
Presidential nominee in a general election. 2 U.S.C. 441a(d)(2).
For the 1988 general election, the coordinated party expenditure
limit for the DNC on behalf of the Dukakis/Bentsen campaign was
$8,291,454. The DNC, according to its most recent F.E.C. report,
expended, or delegated, a total of $8,127,803.24 in coordinated
party expenditures on behalf of the Dukakis/Bentsen ticket. This
amount includes the $133,000 delegated to the Texas Democratic



Party for the ads at issue here.

Pursuant to 11 C.F.R. llO.7(a)(4) a national party committee
may make coordinated expenditures through a designated agent,,
including state and subordinate party committees.

Given the above facts and law it is difficult to see how the
DNC violated any law in the transaction here in question. The
Act specifically allows the DNC to expend a set amount of money
on behalf of its nominee during the general election campaign.
It has not been suggested that the DNC exceeded this amount.
Applicable F.E.C. regulations specifically allow the DNC to
delegate its authority to make these expenditures to state and
local party committees. It is not contested that the DNC
properly made the Texas Democratic Party its agent for the
purpose of making the expenditures here in question. It is only
through a torturous and unsupported view of the state of the law
that the OGC is able to arrive at the conclusion that the DNC
violated the law in this transaction.

OGC argues that "If a national party committee intends to
designate a state party committee as its agent for making

Nt) coordinated party expenditures, the national party should either
transfer funds to the state party committee for it to spend or
allow the state party committee to use its own funds to make the
expenditures". (OGC Brief, pg. 5). This requirement is not found
anywhere in the Act or in the Commissions regulations. In fact,

athe only authority cited by OGC for this position is FEC v.
Democratic senatorial Campaign Committee, 454 U.S. 27 (1981).
The OGC does not offer any particular jump cite or quotation from

o this case in support of its position. This is not surprising as
the case cited offers absolutely no authority for OGC's position.
No where in the cited case does the Court set out any
requirements regarding the genesis of funds used by a state party
committee to make coordinated expenditures. Specifically, the
Court does not even address the ultimate issue addressed in MUR
2703 of whether a national party committee may pay for an
authorized state party committee's coordinated expenditure
through an in kind contribution.

If relevant at all to MUR 2703, FEC v. Democratic Senatorial
Campaign Committee strengthens Respondents position. On page 42
of the above cited opinion, the Court supports its upholding of
the agency agreement at issue by noting that nothing in the Act,
regulations or legislative purpose prohibits such an arrangement.
In the instant case, Respondents position is even stronger as the
Act and regulations specifically permit the extant agency
agreement.

OGC'1s position that the funds must be transferred to the
state committee and cannot be paid directly to the vendor as an
in kind contribution is not supported anywhere in the Act,
regulations or case law. If a national party committee grants
441a(d) authority to a state party and then pays the vendor for



the expenditures and reports the payment as an in kind
contribution to the state party committee, as Respondent did,,
then clearly the national party committee has complied with the
law.

OGC's unsupported position that the national committee must
first transfer the money to the state party does nothing to
further the purpose of the Act or regulations. The purpose of
the law in this area is to ensure full disclosure of the
committee paying for the ads. if the DNC reports that it paid
for the ads as an in kind contribution to the Texas State Party,
clearly as much disclosure is made as would be if the DNC instead
transferred the funds to the state party who in turn immediately
transferred the funds to the vendor. In both cases the ads are
permitted only through section 441 and are paid for with funds
raised by the national committee. To make a distinction between
the two scenarios is to attempt to create a difference where none
exists.

It would in fact be contrary to the spirit of the Act to
require that these ads be considered "paid for" by the DNC. it
is a cardinal principle under the Act that expenditures made on
behalf of a political committee constitute contributions to that

~f)political committee. This is true if one organization pays an
obligation of a political committee. 6" e~. A.0. 1985-29, 1
Fed. Elect. Cam,. Fin. Guide (CCH) 5829 at 11,209 & n.5 (November

Q 4, 1985). In fact, in the context of candidate committees,, the
Act itself requires that an expenditure made in cooperation,
consultation or concert with, or at the suggestion of, the
candidate's agents must be reported as an in kind contribution.

O Indeed, if that were not the rule, the limitations and
prohibitions of the Act could be easily avoided or evaded.
Consequently, the Commission has enforced that principle with
great regularity and strictness. See, e~. A.0. 1983-23, 1 Fed.
Elect. CamR. Fin. Guide (CCH) 5728 (September 26, 1983).

As is apparent from the face of the ads here in question,
they were designed by Texans, with Texas in mind. The DNC had
nothing to do with their preparation or with the decision
whether, when or where to air them. Indeed, its only knowledge
of the content of the ads comes from the transcription thereof
attached to the notice of MUR 2703 sent to it by the Commission.
Given these circumstances -- the derivation of the ads, the Texas
Party's request for help, the DNC-'s passive role vis-a-vis the
Texas party in connection therewith, and its lack of control over
whether, when and where to air them -- the payments by the DNC to
Yellin can only be seen as contributions in-kind by the DNC to
the Texas Democratic Party. Indeed, if the Commission were to
hold that the ads in question were "paid f or" by the DNC, it not
only would treat the DNC unjustly but also would substantially
eviscerate the contribution prohibitions and limitations,
particularly with respect to independent expenditures, for such a
conclusion could easily be exploited by those who wish to provide
assistance to various political committees but not have such



assistance counted as contributions thereto.

Assuming, arguendo, that the OGC is correct in its assertion
that if a national party committee intends to designate a state
Party committee as its agent for making coordinated party
expenditures, the national party should either transfer funds to
the state party for it to spend or allow the state party
committee to use its own funds to make the expenditures, the DNC
has still committed no violation. OGC has overlooked the fact
that by a letter of September 20, 1988, Robert Slagle, Chairman
of the Texas Democratic Party,, authorized Harriet Yellin "to
accept and expend funds as our agent for the purpose of
purchasing, on our behalf, television advertising for the benefit
of the Democratic ticket in our state". This letter indisputably
made Yellin an agent of the Texas party for purposes of this
transaction. Accordingly, once the DNC authorized Yellin to
assume control over $125,000 (and ultimately $133,000) of DNC
money on account with Yellin and use this money as directed by
the Texas party, the funds were effectively transferred to the
Texas party through their agent Yellin. OGC has stated in their
brief that their view of the relevant law is that the national
party must transfer the funds to the state party before the
transaction is made. Even to this highly questionable reading of

'.0the law,, to which Respondent vehemently dissents, the DNC has
complied -- the DNC transferred the funds to Yellin,, a duly
authorized agent of the Texas party, prior to the transaction.
It is a well established principle of agency law that, "a person

0 may do through an agent whatever he is empowered to do in his own
N-S proper person". First National Bank v. Southland Production Co.,

112 P2d. 1087, 1092 (Ok. 1941). The Commission allows, in fact
0D demands that,, a state party expending a portion of a national

committee's 441 authority do so with its own money or with funds
'IT transferred to it from the national committee. Thus,. i f the
-D Texas state party was empowered to receive funds from the DNC to
D expend on the relevant television ads, then its agent, Yellin,

was equally authorized to do so on its behalf. Thus, even under

the OGC's interpretation of the relevant law, the DNC has
committed no violation of federal election law as it properly
transferred the funds to the Texas State Party,, and properly
reported the transfer to the Commission.

There is equally no merit to the Commission'*s allegation
that the DNC violated the Act by not disclosing that the ads were
paid for by the DNC and authorized by the candidate. As
discussed above, the ads were paid for by the Texas state party
with funds transferred to it from the DNC. Since the ads were
not paid for, nor under the control of, the DNC, the DNC can not
be held liable for an alleged failure of the ads to state that
they were authorized by the Dukakis/Bentsen Committee, Inc. As
Respondent has argued in its earlier submission, it is not clear
that the Act requires such an authorization statement, however,
even if such notice is required it can not be required of a
committee that neither produces, controls nor pays for the ads.



o' all, of t e reasons U 0 should be dismissed. The
De has cc plied w !b both the traditional and the OGC's
interpretation of the *.., The WC's transfer of funds to Yellin
wo "0 equlwtwent., und4 agency .law, of transferring the funds
directly to th eu ax" aic Party. Sincoe the DNC authorixed

the Txas Pmocrat aty to AMae 441 expenditures on its
behalf, and twanfred the necessary funds to the state party's

9 t O thi e ,0nditures were ade, there has been no
v oblat ot the Act or regulations.

Respectfully ubmitted:

William P. Cross
DNC Staff Counsel

C\J
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Democrmi Naional Committee

Paul G. Kirk. Jr.
Chairmani

September 20, 198

Mon. Robert $lg9e, Chairman
Texas DemocratiC Paty
815 Brazos, Suite 200
Austin, To9s 701

Dear Mr., S

This letter sets forth in full the agreement between DNC

Services Corporation/Demozratic National Committee ("DNC") and

the Texas Democratic Party concerning expenditures 
pursuant to 2

U.S.C. 1441a(d) in connection with the general election campaign

of Michael S. Dukakis for President of the United States and

Lloyd Bentsen for Vice President of the United States, as

follows:

1. The DNC hereby designates the Texas Democratic 
Party as

agent for the DNC for the exclusive purpose of making

expenditures pursuant to 2 U.S.C. |441a(d) in connection with the

general election campaign of Michael S. Dukakis 
for President of

the United States and Lloyd Bentsen for Vice President of the

United States, up to the amount of one-hundred-twenty-five-

thousand dollars ($125,000.00). The Texas Democratic Party

hereby accepts such agency.

2. in exercising its authority pursuant to this 
Agreement,

the Texas Democratic Party will comply with the limitations and

reporting and other requirements of the Federal 
Election Campaign

Act of 1971, as amended ("the Act") and the regulations

promulgated thereunder.

3. The Texas Democratic Party will report to the DNC all

such information as the DNC may request for 
the purpose of DNC's

compliance with the requirements of the Act.

4. Notwithstanding the foregoing, the DNC may, by .written

notice to the Texas Democratic Party, reassume portions of the

authority delegated to the Texas Democratic Party under this

Agreement, to the extent that the Texas Democratic Party shall

not then have made or committed to make such expenditures itself.

EXHIBIT 1

430 South Capitol Stre. S.L Washington. D C. 20003 (202) 63-8000
Paid for by the Dcmocrac National Committee. Contributions to the Dernocmtic National Committee

are not tax deductble as chartable contibutions for Federl income ax purpom



qimi by signing
* and ret urning tvo 'lota3 w • . .

ILncerely yputs,

co

AGP.EED:

TEXAS IDVIoCRTZC VAMT

Robert s51a gf'e c

CD-

0D



Demomi Kaind Commmn

P3ul G. Kirk, Jr.
Chir="

Kon. Robert lagle, Chair&=
Texas Democrati@ PartY
515 Brazos, Suits 200
Austin, Texas 78701

Dear Mr. Slagle:

Reference is lade to that certain letter avreement dated

September 20, 1988, between DNC Services Corporation/DemOcratic
.41ational Committee ("DNC") and the Texas Democratic Party (the

"Agreement"), concerning expenditures pursuant to 2 U.S.C.

1441a(d) in connection with the general election campaign of

,f !1,ichael S. Dukakis for President of the United 
Sta'Zes and Lloyd

Bentsen for Vice President of the United States.

) That Agreement is modified as follows: 
In paragraph 1, the

amount of -one-hundred-twenty-five thousand dollars 
(S125,000)"

,,-"i shall be amended to. read Uone-hundred-thirtyy-hree-thousand

($133,000.00)."

All other terms and conditions of the Agreement 
shall remain

in full force and effect.

Please confirm your agreement with the foregoing 
by signing

and returning two copies of this letter.

Sincerely yours,

DNC SERVI CORPORATION

AGREED:-Paul 
G. irk Jr./ Pairman

AGREED:

TEXAS DEMOCRATIC PARTY

By:
.obert an EXHIBIT 2

430 South Capiol Streca. S.E. Washpon. DC. 20003 (202) 6-000
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Ms. Hartlett Yellin
BAriett Y2Un, ZUo.
1205 Statler OftlJ Se Ld2ing
Boston, Massachusetts 0a116

Dear Ks. Yellin:

This letter authorizes you to accept and expend funds as our

agent for the purpose of purchasing, on our behalf, television
advert ising for the benefit of the Democratic ticket in our
states

It is anticipated that the Democratic National Committee (the
PDHC") will transfer to us, through you as our agent* $125,000

from its federal account, which contains only funds raised in

o accordance with the limitations and prohibitions of the Federal

Election Campaign Act of 1971, as amended (the Okat").

o We understand that under the Act we will be required to report

the receipt and expenditure of these federal funds.

chairman

Texas Democratic rty

EXHIBIT 3



Texas Democratic Party

September 26, 1988

Ms. Harriett Yellin
Harriett Yellin, Inc.
1205 Statler Office Building
Boston, Massachusetts 02116

Dear Ms. Yellin:

This letter authorizes you to accept and expend funds as our
agent for the purpose of paying production costs for tele-
vision advertising for the benefit of the Democratic ticket
in our state.

' is anticipated that the Democratic National Committee (the
"DNC") will transfer to us, through you as our agent, $8,000
from its federal account, which contains only funds raised in
accordance with the limitations and prohibitions of the
Federal Election Campaign Act of 1971, as amended (the "Act").

We understand that under the Act we will be required to report the
receipt and expenditure of these federal funds.

Sincerly,

EXHIBIT 4

815 Brazos. Suite 200/Austin. Texas 78701/(012) 4788746 OC-W-



aglORi Tl rFDURAL I-CTZON COMIIZSSXON

In the Matter ::of )

Texas Democratic Party -and ) MU 270 3
and Bob Slagi., as t.reasurer )

OU~fALCowISL ltR

SENSITIVE

I. BACRGROUND

Attached is a conciliation alreemeat which has been signed by

Bob Slagle, the treasurer of the Texas Democratic Party.
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11. an 3 I TZ

1. Accept the attached conciliation agreement with the
Texas Denocratic-Warty and Bob Slagle, as treasurer.

2. Close the £2e as to this respondent.

3. Approve the attached letter.

Date wnc MN-beGeneral Counsel

Attachments
1. Conciliation Agreement
2. Photocopy of civil penalty check
3. Letter to Respondent

Staff Assigned: Frania Monarski

a

3.
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B3OR1 THE FEDRAL ELECTION COMMISSION

-n the Matter of )
) RUR 2703

Texas Democratic Party and )
and Bob Slagle, as treasurer )

CIRTIrICATION

I, Marjorie W. Smons, Secretary of the Federal Election

Commission, do hereby certify that on February 6, 1990, the

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

actions in MUR 2703:

1. Accept the conciliation agreement with
the Texas Democratic Party and Bob Slagle,
as treasurer, as recommended in the General
Counsel's report dated February 1, 1990.

2. Close the file as to this respondent.

3. Approve the letter, as recommended in
General Counsel's Report dated February 1,
1990.

Commissioners Aikens, Elliott, Josefiak and McGarry voted

affirmatively for the decision; Commissioners McDonald and

Thomas did not cast votes.

Attest:

Date f Marjorie W. Emmons
secretary of the Commission

Received in the Secretariat: Thursday, Feb. 1, 1990 4:34 p.m.
Circulated to the Commission: Friday, Feb. 2, 1990 12:00 p.m.
Deadline for vote: Tuesday, Feb. 6, 1990 4:00 p.m.



FEDERAL ELECTION COMMISSION
WASHING ION.OaC *iiw

46F bruaiy 8, 1990

Harold D. Hammett, Esq.
Simon, Anisman, Doby, Wilson I Skillern
P.O. Box 17047
300 Professional Building
303 West Tenth
Fort Worth, TX 76102-7071

RE: NUR 2703
Texas Democratic Party and
Bob Slagle, as treasurer

Dear Mr. Hammett:

On February 6 , 1990, the Federal Election Commission
accepted the signed conciliation agreement and civil penalty
submitted on your clients' behalf in settlement of a violation of
2 U.s.c. 5 434(b), a provision of the Federal Election Campaign
Act of 1971, as amended. Accordingly, the file has been closed
in this matter as it pertains to your clients, the Texas
Democratic Party and Bob Slagle, as treasurer. This matter will
become a part of the public record within 30 days after it has
been closed with respect to all other respondents involved. If
you wish to submit any factual or legal materials to appear on
the public record, please do so within ten days. Such materials
should be sent to the Office of the General Counsel.

Please be advised that information derived in connection with
any conciliation attempt will not become public without the
written consent of the respondent and the Commission. See
2 U.S.C. S 437g(a)(4)(B). The enclosed conciliation agreement,
however, will become a part of the public record.



Harold D. 8a0ett
Page 2

The Commission reminds you that the eonfidentiality
provisions of 2 U-4.C. Si 417g(a)(4)(R) n 437a ( 2(A) remain
In effet until the entire matter has ben closed. The
C601isn Will notifyo u when the entire file has been closed.

Unclosed you will find a copy of the fully
conciltation agreement for your files. If you
questions, please contact Frania Nonarski, the
to this matter, at (202) 376-8200.

executed
have any
attorney assigned

Sincerely,

Lawrence N. Noble

General Counsel

Enclosure
Conciliation Agreement



Aww

sarOa3 Tn rEIEEm" 8bICTOW CONZgIXON

Zn the*atter of
RUN~ 2703

Texas Democratic Party and )
Bob 8lagle, as treasurer

CGICILIATION AG3R32MT

This eatter was initiated by a signed, sworn, and notarized

complaint by the Republican Party of Texas and Fred Meyer, as

Chairman. The Federal Election Commission ("Commission") found

reason to believe that the Texas Democratic Party and Bob Slagle,

as treasurer, (*espondents") violated 2 U.S.C. I 434(b).

NOW, THEREFORE, the Commission and the Respondents, having

participated in informal methods of conciliation, prior to a

finding of probable cause to believe, do hereby agree as follows:

Q I. The Commission has jurisdi,,zion over the Respondents and

1 the subject matter of this procee,.-ig, and this agreement has the

CD effect of an agreement entered pursuant to 2 U.S.C.

5 437g(a)(4)(A)(i).

II. Respondents have had a reasonable opportunity to

edemonstrate that no action should be taken in this matter.

III. Respondents enter voluntarily into this agreement with

the Commission.

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

1. The Texas Democratic Party is a political committee

within the meaning of 2 U.S.C. 5 431(4).

2. Bob Slagle is the treasurer of the Texas Democratic

Party.

3. Pursuant to 2 U.S.C. S 441a(d)(2), a national party
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expenditures in connection with the general election campaign of

any candidate for president who is affiliated with that party.

The Act does not include a similar provision for a state party

committee to make these expenditures on behalf of a Presidential

candidate. Commission Regulations indicate, however, that a

national party committee may make such expenditures through a

designated agent, including state and subordinate party

committees. If a national party intends to designate a state

party committee as its agent for making coordinated party

expenditures, the Commission's interpretation of its Regulations

requires that the national party should either transfer funds to

the state party committee's own bank account for it to spend or

allow the state party committee to use its own funds to make the

C) expenditures. SeeFEC v. Democratic Senatorial Campaign

Committee, 454 U.S. 27 (1981).

4. Pursuant to 2 U.S.C. S 434(b), a political committee

must report all receipts and disbursements made during the

reporting period.

5. Respondents prepared television advertisements in

opposition to George Bush and asked the Democratic National

Committee ("DNC") to delegate part of its coordinated party

expenditure authority to Respondents to pay for the cost of the

advertisements. Although the DNC designated Respondents as its

agent, the DNC allowed the vendor to use DNC funds already on

deposit with the vendor as payment for the television

advertisements. Respondents reported these payments Ly the DNC
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as in-kind contributions fro the DNC and as coordinated party

expenditures. Because the DNC funds vhich paid for the

television advertisements were not transferred to Respondents,

Respondents should not have reported the payments as in-kind

contributions and as coordinated party expenditures.

V. Respondents misreported expenditures for television

advertisements in opposition to George Bush as in-kind

contributions and coordinated party expenditures in violation of

2 U.S.C. S 434(b), interpreted as described in Section IV,

paragraph 3 above. Respondents contend that this was not a

knowing and willful violation.

VI. Respondents will pay a civil penalty to the Federal

Election Commission in the amount of fifteen hundred dollars

($1,500), pursuant to 2 U.S.C. S 437g(a)(5)(A).

VII. The Commission, on request of anyone filing a

complaint under 2 U.S.C. S 437g(a)(1) concerning the matters at

issue herein or on its own motion, may review compliance with

this agreement. If the Commission believes that 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 District of Columbia.

VIII. This agreement shall become effective as of the date

that all parties hereto executed same and the Commission has

approved the entire agreement.

IX. Respondents shall have no more than 30 days from the

date this agreement becomes effective to comply with and

implement the requirements contained in this agreement and to so

notify the Commission.
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agreement Detween the parties on the uatefe S480"m i-*,-

no othet statement# prcLse, or c0eemeMt, either vritten or

orol, made by either party orby agents of either party# that Is

not contained in this written agreement shall be enforceable.

FOR THE COMMISSION:

renc M. o 1*Date
Genecal Counsel

FOR TOR RESPONDENTS;

0 
Pic

Ntaim n Date
(Position) <.
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In the Matter of ) if 11,9
DNC Services Corporation/Democratic ) HUR 2703

National Committee and Robert )
A. Farmer, as treasurer ) E

GENERkL COUNSEL'S REPORT

I. BACKGROUND

On February 28, 1989, the Commission found reason to believe

that the DNC Services Corporation/Democratic National Committee

(the "DNC") and Robert A. Farmer, as treasurer, violated 2 U.S.C.

55 434(b) and 441d in connection with television advertisements

,-0 in opposition to George Bush prepared by the Texas Democratic

1-0 Party but paid for by the DNC. On March 28, 1989, the DNC

submitted a response to the Commission's findings and requested

C:) that no further action be taken in this matter. The DNC did not

request pre-probable cause conciliation.1 On July 18, 1989, the
Q

Commission rejected the DNC's request to take no further action

in this matter. On December 14, 1989, this Office sent a copy of

its brief to the DNC. On February 7, 1990, the DNC submitted a

0response brief to the Commission.

II. ANALYSIS

The Federal Election Campaign Act of 1971, as amended (the

"Act") defines contributions and expenditures as anything of

value including a gift, loan, or advance made by any person for

1. The other Respondent involved in this matter, the Texas
Democratic Party, requested pre-probable cause conciliation.
Texas Democratic Party signed a conciliation agreement with an
admission of a violation of 2 U.S.C. S 434(b) and submitted a
check for $1,500, the amount of the civil penalty, which was
accepted by the Commission on February 6, 1990.
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the purpose of influencing a federal election. 2 U.S.C.

S 431(8)(A) and 2 U.S.C. S 431(9)(A). Nulticandidate political

committees may make up to $5,000 in contributions to say

candidate for federal office or his or her authorised political

committee. 2 U.S.C. s 441a(a)(2)(A). The Act provides that

notwithstanding any other provisions of law with respect to

limitations on expenditures or contributions, a national

committee may make certain limited "coordinated party"

expenditures in connection with the general election campaign of

any candidate for President who is affiliated with that party.

2 U.S.C. S 44Ia(d)(2).

The Act does not include a similar provision for a state

party committee to make similar expenditures on behalf of a

Presidential candidate. See 2 U.S.C. 5 441a(d). Commission

Regulations indicate, however, that a national party committee

may make such expenditures through a designated agent, including

state and subordinate party committees. 11 C.F.R. 5 1l0.7(a)(4).

The national party committee may spend up to two cents times the

national voting age population on behalf of its Presidential

candidate in a general election. 2 U.S.C. S 441a(d)(2). All

coordinated party expenditures made by the national party

committee or its designated state party committees are subject to

one spending limit. 11 C.F.R. S 110.7(a). Party committees,

however, may not make independent expenditures in connection with

the general election campaign of a Presidential candidate.

11 C.F.R. S 110.7(a)(5). For the 1988 general election, the

coordinated party expenditure limit for the DNC on behalf of the



Dukakis/Bentsen campaign was $8,291,454. The DNC, in its amended

1988 Year Bad Repott, has reported a total of $8#038,522.11 in

coordinated party expenditures on behalf of Democratic

candidates.

The Act requires that whenever any person, which includes a

party committee (see 2 U.S.C. S 431(11)), makes an expenditure

for the purpose of financing communications expressly advocating

the election or defeat of a clearly identified candidate through

any broadcasting station, newspaper or any other type of general

public political advertising, such communication, if paid for and

authorized by the candidate, an authorized political committee of

the candidate or agents of the candidate, must clearly state that

it was paid for by such authorized committee. 2 U.S.C.

S 441d(a)(1). If the communication is paid for by other persons,

but authorized by a candidate, an authorized political committee

of a candidate, or the candidate's agents, it shall clearly state

that the communication is paid for by such persons and authorized

by such authorized political committee. 2 U.S.C. S 441d(a)(2).

If the communication is not authorized by a candidate, an

authorized political committee of the candidate or the

candidate's agents, it shall clearly state the name of the person

who paid for the communication and state that the communication

is not authorized by any candidate or candidate's committee.

2 U.S.C. 5 441d(a)(3).

In the instant matter, the Texas Democratic Party prepared

television advertisements in opposition to George Bush and asked

the DNC to delegate part of its 441a(d) authority to the Texas

-3-



w
-4-

Democratic Party to pay for the cost of the advertisements. In a

letter, dated September 20, 1988, from Paul Kirk, Chairman of the

DNC, to Robert Slagle, Chairman of the Texas Deu-Mratic Party,

the DNC designated the Texas Democratic Party as its agent for

the purpose of making up to $125,000 in coordinated party

expenditures on behalf of the Dukakis/Sentsen general election

campaign. In a letter, dated September 23, 1988, from Paul Kirk

to Robert Slagle, the DNC amended the above agreement to allow

the Texas Democratic Party to make up to $133,000 in expenditures

pursuant to 2 U.S.C. $ 441a(d).

In order to save time and get the advertisements out quickly,

the Texas Democratic Party asked the DNC to provide financial

assistance by making payments for the advertisements to Yellin

Media on behalf of the Texas Democratic Party, thus in effect

having the DNC pay its bill with Yellin Media. The DNC responded

by permitting Yellin Media to use the DNC's funds already on

deposit to pay for the advertisements of the Texas Democratic

Party. In a letter from Bob Slagle to Harriett Yellin, dated

September 20, 1988, the Texas Democratic Party authorized Yellin

Media to accept and expend funds as the Texas Democratic Party's

agent for the purpose of purchasing television advertisements for

the benefit of the Democratic Ticket in Texas. The letter

further noted that the DNC "will transfer to us [the Texas

Democratic Party], through you (Yellin Media] as our agent,

$125,000 from its federal account ...." In a second letter, dated

September 26, 1988, Bob Slagle authorized Yellin Media to accept

and expend funds as the Texas Democratic Party's agent for the
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purpose of paying production costs for television advertising*

The letter also indicated that the Texas Democratic Party

anticipated that the DUC would transfer an additional $6,000 to

the Texas Democratic Party through Yellin Media.

In its 1988 October Monthly Report, the DNC reported a

$125,000 disbursement on September 20, 1988 and a $8,000

disbursement on September 23, 1988 to Yellin Media as in-kind

contributions to the Texas Democratic Party for media

expenditures. The Texas Democratic Party, in its 1988 October

Quarterly Report, noted a $125,000 in-kind contribution on

September 20, 1988 and a $8,000 in-kind contribution on

t4) September 23, 1988 from the DNC for the purchase of air time and

television production. Moreover, on its Schedule F, the Texas

C) Democratic Party reported the $125,000 and $8,000 as in-kind

contributions received from the DNC for the purchase of air time

and the production of television commercials on behalf of

D7 Dukakis/Bentsen, as disbursements to Yellin Media and as

coordinated party expenditures as the designated agent of the

DNC.

If a national party committee intends to designate a state

party committee as its agent for making coordinated party

expenditures, the national party may either transfer funds to the

state party committee for it to spend or allow the state party

committee to use its own funds to make the expenditures. See FEC

v. Democratic Senatorial Campaign Committee, 454 U.S. 27 (1981).

The DNC designated the Texas Democratic Party as its agent, but

allowed the vendor to be paid directly with the DNC's own funds



already on deposit with Yellin Media. The Texas Democratic

Party's actions and the DNC's actions with regard to the funds on

deposit with Yellin Media also appear to be inconsistent with the

Act's requirement that all disbursements must be made from a

campaign depository. See 2 U.S.C. 5 432(h). The DNC reported

the expenditures as in-kind contribution to the Texas Democratic

Party. The Texas Democratic Party reported the payments as both

in-kind contributions from the DNC and as coordinated party

expenditures as the agent of the DNC. Because the DNC actually

made the expenditures from its own account with Yellin Media, it

1should have reported the expenditures as coordinated party

1-0 expenditures pursuant to 2 U.S.C. 5 441a(d), and not as in-kind

contributions.

In its response brief, the DNC argues that the Commission's

position that funds must be transferred to the state party
CD

committee and cannot be paid directly to the vendor as in-kind

contributions is not explicitly supported anywhere in the Act,

Regulations or case law. The DNC states that the purpose of the

law in this area is to ensure full disclosure by the committee

paying for the advertisements. The DNC contends that requiring

the national committee to first transfer the money to the state

party committee does nothing to further this purpose of the Act

or Regulations. Moreover, the DNC argues that the reporting by

the DNC of the payments for these advertisements as in-kind

contributions to the Texas Democratic Party provides as much

disclosure as requiring the DNC to transfer the funds to the

Texas Democratic Party who in turn immediately transferred the
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funds to the vendor. The DUC asserts that there is no

distinction between the two instances described above because in

both cases, the advertisements were permitted only by 2 U.S.C.,

S 441a(d) and were paid for with funds from the national party.

Furthermore, the DUC contends that it would be contrary to the

spirit of the Act to require these advertisements to be paid for

by the DNC because pursuant to the Act, expenditures made on

behalf of a committee constitute contributions to that committee.

In the alternative, the DNC argues that if the Commission is

correct in requiring the national committee to either transfer

funds to the state party committee or allow the state party

committee to use its own funds to pay for the advertisements in

question, the DNC still has not violated the Act because in a

letter dated September 20, 1988, Bob Slagle, the Chairman of the

Texas Democratic Party authorized Harriet Yellin to accept and

expend funds as the Texas Democratic Party's agent for the

purpose of purchasing the advertisements in question. The DNC

maintains that once the DNC authorized Yellin Media to assume

control over $133,000 of the DNC funds on account with Yellin

Media and use the funds as directed by the Texas Democratic

Party, the funds were effectively transferred to the Texas

Democratic Party through its agent, Yellin Media. The DNC

further argues that if the Texas Democratic Party was empowered

to receive funds from the DNC to pay for the advertisements in

question, then its agent, Yellin Media, was equally authorized to

do so on its behalf.

The Commission's interpretation of the Act and Regulations
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require that if a national party committee intends to designate 
a

state party committee at its agent for making oordinated party

expenditures, the national party may either transfer funds to the

state party committee for it to spend or allow the state party

committee to use its own funds to make the expenditures. The

Commission has previously sanctioned these two methods but 
has

not previously approved of the method employed by the DNC. See

Advisory opinion 1976-108. in the present matter, the DNC did

not use either of the two previously approved methods for the

purpose of making the expenditures in question. The DNC merely

paid the Texas Democratic Party's bill with Yellin Media with 
its

funds already on deposit with Yellin Media.
2 Accordingly, this

Office recommends that the Commission find probable cause to

believe that the DNC Services Corporation/Democratic National

Committee and Robert A. Farmer, as treasurer, violated 2 U.S.C.

5 434(b) by misreporting the payments for the television

advertisements in question.

Moreover, the Act requires that a political advertisement

must clearly state who paid for the communication and whether or

not it was authorized by the candidate or his or her authorized

committee. 2 U.S.C. S 441d. The television advertisements in

2. This Office notes that although the DNC submitted copies of

two letters from the DNC to the Texas Democratic Party

designating the Texas Democratic Party as its agent for the

purpose of making up to $133,000 in coordinated party

expenditures and a letter from the Texas Democratic Party to

Yellin Media authorizing Yellin Media to act as the Texas

Democratic Party's agent, the DNC did not provide copies of any

correspondence between the DNC and Yellin Media with regard to

this transaction.



question stated that they were paid for by the Texas Democratic

Party. As discussed above, however1 the DNC actually paid for

the television advertisements from funds already on deposit with

Yellin Media. Moreover, the advertisements did not indicate

whether or not they were authorized by any candidate.

In addressing the disclaimer issue, the DNC argues that the

advertisements in question were paid for by the Texas Democratic

Party with funds transferred from the DNC. Accordingly, the DNC

asserts that since the DNC did not pay for or control the

advertisements in question, it cannot be held liable for the

failure of the advertisements to state whether or not they were

'f) authorized by the Dukakis/Bentsen Committee, Inc. This Office

1notes that it is irrelevant whether the DNC controlled or even

0D knew of the contents of these advertisements because the

disclaimer requirement focuses on who paid for the advertisements
0

and who authorized them. Because of the complicated method

employed by the DNC to pay for the advertisements, the

advertisements were presented to the public as paid for the Texas

Democratic Party when in fact they were paid for with DNC funds

on deposit with Yellin Media.

The DNC further argues that it is not readily apparent that

the Act requires notice by a political party committee as to

whether its activities are or are not "authorized" by its

nominees. The DNC supports this assertion with the Commission's

Regulation which prohibits party committees from making

independent expenditures in support of their nominees for federal

office. See 11 C.F.R. SS 110.7(a)(5) and 110.7(b)(4). The DNC
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concludes that these sections of the Regulations "irrebutably

imply that all such expenditures are authorized.'

Section 441d of the Act, howevei, -doesnot include an

exception for party committees. Mt'oreover, the Commission, by

regulation, has not made any exception for party committees with

regard to the notice and authorization requirements. The DNC

paid for the advertisements in question with its own funds on

deposit with Yellin Media. Therefore, the disclaimer should have

stated "Paid for by the Democratic National Committee and

authorized by the Dukakis/Bentsen Committee, Inc."

Based on the foregoing analysis, there is probable cause to

believe that the DNC Services Corporation/Democratic National

Committee and Robert A. Farmer, as treasurer, violated 2 U.S.C.

5 441d by failing to include the appropriate disclaimer on the

television advertisements in question.

III. DISCUSSION OF CONCILIATION AND CIVIL PENALTY
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IV. RUCOMMEMDATIONS

1. Find probable cause to believe that the DNC Services
Corporation/Democratic National Committee and Robert A. Farmer,
as treasurer, violated 2 U.S.C. 55 434(b) and 441d.

2. Approve the attached conciliation agreement and letter.

Date

Attachments:
1. Conciliation Agreement
2. Letter

Staff assigned: Frania Monarski

Fence M. -M e
General Counsel



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
) NUR 2703

DNC Services Corporation/Desocratic )
National Committee and Robert )
A. Farmer, as treasurer )

CERTIFICATION

I, Marjorie W. Emmons, recording secretary for the

Federal Election Commission executive session on April 24,

1990, do hereby certify that the Commission decided by a

110 vote of 5-0 to take the following actions in MUR 2703:

1f) 1. Find probable cause to believe that the
DNC Services Corporation/Democratic
National Committee and Robert A. Farmer,
as treasurer, violated 2 U.S.C. 5 434(b)
and 441d.

2. Approve the conciliation agreement and
O letter attached to the General Counsel's

report dated April 11, 1990.

Commissiones Aikens, Elliott, Josefiak, McGarry, and

Thomas voted affirmatively for the decision; Commissioner

McDonald was not present.

Attest:

Date Marjorie W. Emmons
Sec etary of the Commission



FEDERAL ELECTION COMMISSION
WASHINCTON, PC 0*1q

Apr1 30, 1990

Christine Varney, Isq.
Democratic Rattonal Committee
430 South Capitol Street, S.E.
Washington, D.C. 20003

RE: NUR 2703
DNC Services Corporation/
Democratic National

0o1 Committee and Robert
A. Farmer, as treasurer

\0
Dear Ms. Varney:

On April 24, 1990, the Federal Election Commission found that
there is probable cause to believe your clients, the DNC ServicesoD Corporation/Democratic National Committee and Robert A. Farmer,
as treasurer, violated 2 U.S.C. 5S 434(b) and 441d, provisions of

1- the Federal Election Campaign Act of 1971, as amended, in
connection with television advertisements in support of the

O Democratic nominees for President and Vice President in the 1988
election.

The Commission has a duty to attempt to correct such
violations for a period of 30 to 90 days by informal methods of
conference, conciliation, and persuasion, and by entering into a
conciliation agreement with a respondent. If we are unable to
reach an agreement during that period, the Commission may
institute a civil suit in the United States District Court and
seek payment of a civil penalty.

Enclosed is a conciliation agreement that the Commission has
approved in the 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 within ten days.
I will then recommend that the Commission accept the agreement.
Please make your check for the civil penalty payable to the
Federal Election Commission.



Christine Varney, Esq.
Page 2

If you have, ay questions or suggestions 1or change, in the
enclosed concliati!On agreement, or it you wish, o arranga a
meeting in connection with a mutually satisfaototy conc]lation
agreement, please contact Frania Nonarski, the Attorneye asigned
to this matter, at (202) 376-8200.

! awrence H. noble
oGeneral Counsel

Enclosure

Conciliation Agreement

a



BEFORE Tus FEDERAL ELECTION COMMISSION

In the Matter of )

DNC Services Corporation/Democratic ) MUR 2703
National Committee and Robert )
A. Farmer, as treasurer )

GENERAL COUNSEL'S REPORT

I. BACKGROUND

Attached is a conciliation agreement which has been signed by

Christine A. Varney, General Counsel of the Democratic National

Committee.

SENSITIVE



II. RECOMMENDATIONS

1. Accept the attached conciliation agreement with the DNC
Services Corporation/Democratic National Committee and Robert
A. Farmer, as treasurer.

2. Close the file.

3. Approve the appropriate letters.

Bate ' I

Attachments
1. Conciliation Agreement

Staff Assigned: Frania Monarski

L W ene CNo e
~- General Counsel



BBFORE THE FBDBRAL ELECTION COMMISSION

In the Matter of

DNC Services Corporation/Democratic
National Committee and Robert
A. Farmer, as treasurer.

NUR 2703

CENT!FICATION

I, Marjorie W. Emons, Secretary of the Federal Election

Commission, do hereby certify that on August 24, 1990, the

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

actions in MUR 2703:

1. Accept the conciliation agreement with the
DNC Services Corporation/Democratic National
Committee and Robert A. Farmer, as treasurer,
as recommended in the General Counsel's
Report dated August 21, 1990.

2. Close the file.

3. Approve the appropriate letters, as
recommended in the General Counsel's Report
dated August 21, 1990.

Commissioners Aikens, Elliott, Josefiak, McDonald, McGarry,

and Thomas voted affirmatively for the decision.

Attest:

-4a- 0Date (Par or e W. Emmons
Secretary of the Commission

Received in the Secretariat: Wed., August 22, 1990 11:42 a.m.
Circulated to the Commisison: Wed., August 22, 1990 4:00 p.m.
Deadline for vote: Fri., August 24, 1990 4:00 p.m.



sm FEDERAL ELECTION COMMISSION
WASHINGTON. 0DC 20*3

'Algust~ so: 1990

CERTIFIED NAIL
RETURN RECEIPT REQUESTED

Fred Meyer, Chairman
Republican Party of Texas
211 E. 7th Street
Suite 620
Austin, TX 73701

RE: MUR 2703

Dear Mr. Meyer:

This is in reference to the complaint you filed with the
Federal Election Commission on September 26, 1988, concerning

Q television advertisements by the Texas Democratic Party and the
Democratic National Committee promoting the Democratic
Presidential Ticket.

(D After conducting an investigation in this matter, the
Commission found that there was reason to believe the Texas
Democratic Party and Bob Slagle, as treasurer, violated 2 U.S.C.
5 434(b), a provision of the Federal Election Campaign Act of

D 1971, as amended. on February 6, 1990, a conciliation
agreement signed by the Texas Democratic Party was accepted by
the Commission.

On April 24, 1990, the Commission found probable cause to
believe that the DNC Services Corporation/Democratic National
Committee and Robert A. Farmer, as treasurer, violated 2 U.S.C.
55 434(b) and 441d. On August 24, 1990, a conciliation agreement
signed by the DNC Services Corporation/Democratic National
Committee was accepted by the Commission. Accordingly, the
Commission closed the file in this matter on August 24, 1990.
Copies of these agreements are enclosed for your information.



Fred Meyer, Chairman
Page 2

If you have any questions, please ,contaOt*Vrania Nonarski,
the attorney assignedto this hatter, at (202) 376-8200.

$incer.ly,

General Counsel

Enclosures I
Conciliation AgreemeLt



FEDERAL ELECTION COMMISSION
WASHINGTON. I)C 211T63

August 30, 1990

Harold D. Hammett, Esq.
Simon, Anisman, Doby, Wilson & Skillern
P.O. Box 17047
300 Professional Building
303 West Tenth
Fort Worth, TX 76102-7071

RE: MUR 2703
Texas Democratic Party and
Bob Slagle, as treasurer

Dear Mr. Hammett:

This is to advise you that the entire file in this matter has
now been closed and will become part of the public record within
30 days. Should you wish to submit any legal or factual
materials to be placed on the public record in connection with
this matter, please do so within ten days. Such materials should
be sent to the Office of the General Counsel.

C0
Should you have any questions, contact Frania Monarski, the

attorney assigned to this matter, at (202) 376-8200.
") Sincere

Lawrence M. Noble
General Counsel



FEDERAL ELECTION COMMISSION
WASHINGION, D C 203

August 30, 1990

Christine A. Varney, -Esq.
Democratic National Committee
430 South Capitol Street, S.C.
Washington, D.C. 20003

RE: MUR 2703
DNC Services Corporation/
Democratic National
Committee and Robert
A. Farmer, as treasurer

Dear Ms. Varney:

On August 24, 1990, the Federal Election Commission accepted
the signed conciliation agreement and civil penalty submitted on
your client's behalf in settlement of a violation of 2 U.S.C.

D SS 434( l and 441, provisions of the Federal Election Campaign
Act of >11, as amended. Accordingly, the file has been closed
in this matter as it pertains to your clients, the DNC Services
Corporation/Democratic National Committee and Robert A. Farmer,
as treasurer.

This matter will become a part of the public record within 30
days. It you wish to submit any factual or legal materials to
appear on the public record, please do so within ten days. Such
materials should be sent to the Office of the General Counsel.
Please be advised that information derived in connection with any
conciliation attempt will not become public without the written
consent of the respondent and the Commission. See 2 U.S.C.
S 437g(a)(4)(B). The enclosed conciliation agreement, however,
will become a part of the public record.



Christine A. Varney, Esq.
Page 2

tnlosed you will find a copy of the fully executed
conctItaton agreemnt for your files. If you have any

quest'i-s, please contact Frania Monarski, the attorney

to thAi .gatter, at (202) 37.6-8200.

assigned

Sinc,

Uwrence N. NobleGeneral Counsel

Enclosure
Conciliation Agreement

C:)C)

Jm J V



BEFORE TRE FEDERAL ELECTION COMMISSION

In the Matter of )

DNC Services Corporation/Democratic ) MUR 2703
National Committee and Robert )
A. Farmer, as treasurer )

CONCILIATION AGREEMNT

This matter was initiated by a signed, 
sworn, and notarizes c

complaint by the Republican Party of Texas and Fred Meyer, as :

Chairman. An investigation was conducted, and the Federal

Election Commission ("Commission") found probable cause to

believe that the DNC Services Corporation/Democratic National C ,

Committee and Robert A. Farmer, as treasurer ("Respondents")

violated 2 U.S.C. 5S 434(b) and 441d.

NOW, THEREFORE, the Commission and the Respondents, having

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

5 437g(a)(4)(A)(i), do hereby agree as follows:

I. The Commission has jurisdiction over the Respondents and

the subject matter of this proceeding.

II. Respondents have had a reasonable opportunity to

demonstrate that no action should be taken in his matter.

III. Respondents enter voluntarily into this agreement with

the Commission.

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

1. The DNC Services Corporation/Democratic National

Committee is a political committee within the meaning of 2 U.S.C.

431(4).

2. Robert A. Farmer is the treasurer of the DNC

Services Corporation/Democratic National Committee.
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3. Pursuant to 2 U.S.C. 5 441a(d)(2), a national party

committee may make certain limited "coordinated party"

expenditures in connection with the general election campaign of

any candidate for President who is affiliated with that party.

The Act does not include a similar provision for a state party

committee to make these expenditures on behalf a Presidential

candidate. Commission Regulations indicate, however, that a

national party committee may make such expenditures through a

designated agent, including state and subordinate party

committees. If a national party intends to designate a state

party committee as its agent for making coordinated party

expenditures, the Commission's interpretation of its Regulations

requires that the national party should either transfer the funds

to the state party committee's bank account for the state party

committee to spend or allow the state party committee to use its

own funds to make expenditures. See FEC v. Democratic Senatorial

Campaign Committee, 454 U.S. 27 (1981) and Advisory Opinion

1976-108.

4. Pursuant to 2 U.S.C. S 434(b), a political committee

must report all receipts and disbursements made during the

reporting period including expenditures made in connection with

2 U.S.C. 5 441a(d). Pursuant to 2 U.S.C. S 432(i), the treasurer

of a political committee must use his or her best efforts to

obtain, maintain and submit the information required by the Act.

5. Pursuant to 2 U.S.C. S 441d, when any person makes

an expenditure for the purpose of financing communications

expressly advocating the election or defeat of a clearly
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identified candidate through any broadcasting station, newspaper

or any other type of general public political advertising, such

communication must clearly state who paid for the communication

and whether or not it was authorized by the candidate or his or

her authorized campaign committee.

6. The Texas Democratic Party prepared television

advertisements in opposition to George Bush and asked Respondents

to delegate part of their coordinated party expenditure authority

to the Texas Democratic Party in order to comply with the

provisions of 2 U.S.C. 5 441a(d). In a letter, dated

September 20, 1988, from Paul Kirk, Chairman of the DNC, to

Robert Slagle, Chairman of the Texas Democratic Party, the DNC

designated the Texas Democratic Party as its agent for the

purpose of making up to $125,000 in coordinated party

expenditures on behalf of the Dukakis/Bentsen general election

campaign. In a letter, dated September 23, 1988, from Paul Kirk

to Robert Slagle, the DNC amended the above agreement to allow

the Texas Democratic Party to make up to $133,000 in expenditures

pursuant to 2 U.S.C. S 441a(d). In a letter from Bob Slagle to

Harriett Yellin, dated September 20, 1988, the Texas Democratic

Party authorized Yellin Media to accept and expend funds as the

Texas Democratic Party's agent for the purpose of purchasing

television advertisements for the benefit of the Democratic

Ticket in Texas. In a second letter, dated September 26, 1988,

Bob Slagle authorized Yellin Media to accept funds from the DNC

as the Texas Democratic Party's agent. Respondents properly

designated the Texas Democratic Party as their 2 U.S.C. S 441a(d)
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agent. However, the vendor, the Texas Democratic Party's agent

for the purpose of the funds' transfer, was paid with DNC funds

already on deposit with the advertising agency. Respondents

reported these payments as in-kind contributions to the Texas

Democratic Party. In allowing the funds to be used in this

manner, Respondents should have reported the payments as

coordinated party expenditures pursuant to 2 U.S.C. S 441a(d).

7. The television advertisements in question included a

disclaimer which indicated that they were "Paid for by the Texas

'Democratic Party." Although Respondents' funds on deposit with

Yellin Media were used to pay for these advertisements, the

LO advertisements did not state "Paid for by the Democratic National

Committee." Moreover, the television advertisements did not

indicate whether or not they were authorized by any candidate.

V. 1. Based on the Commission's findings, Respondents
C:)

misreported the payments for television advertisements in

-D opposition to George Bush as in-kind contributions to the Texas

Democratic Party in violation of 2 U.S.C. 5 434(b).

2. Based on the Commission's findings, Respondents also

failed to include a correct and complete disclaimer on the

advertisements in violation of 2 U.S.C. 5 441d.

3. Respondents contend that these were not knowing and

willful violations.

VI. Respondents will pay a civil penalty to the Federal

Election Commission in the amount of two thousand five hundred

dollars ($2,500), pursuant to 2 U.S.C. 5 437g(a)(5)(A).

VII. The Commission, on request of anyone filing a complaint
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under 2 U.S.C. S 437g(a)(1) concerning the matters at issue

herein or on its own notion, 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

District of Columbia.

VIII. This agreement shall become effective as of the date

that all parties hereto have executed same and the Commission has

approved the entire agreement.

* IX. Respondents shall have no more than thirty (30) days

-0 from the date this agreement becomes effective to comply with and

'f) implement the requirements contained in this agreement and to so

notify the Commission.

X. This Conciliation Agreement constitutes the entire

agreement between the parties on the matters raised herein, and

no other statement, promise, or agreement, either written or

oral, made by either party or by agents of either party, that is

not contained in this written agreement shall be enforceable.

TY FOR THE COMMISSION:

aGwrec M.Nobl e

FOR THE RESPONDENTS:

(Name) Date
(Position) C



FEDERAL ELECTION COMMSSION,
-WAS.N CION. IC )

se8pt r 11, 1990

Scott Blake Harris, Etq.
Williams & Connolly
839 17th Street, N.W.
Washington, D.C. 20006

RE: MUR 2703
Dukakis/Bentsen Committee,
Inc. and Robert A. Farmer,
as treasurer

Dear Mr. Harris:

Co This is to advise you that the entire file in this matter
has now been closed and will become part of the public record
within 30 days. Should you wish to submit any legal or factual

C: materials to be placed on the public record in connection with
this matter, please do so within ten days. Such materials
should be sent to the Office of the General Counsel.

r) Should you have any questions, contact Frania Monarski, the
attorney assigned to this matter, at (202) 376-8200.

rN Sincerely,

Lawrence M.
General Counsel

cc: Jonathan B. Sallet, Esq.
Miller, Cassidy, Larocca & Lewin
2555 M Street, N.W.
Washington, D.C. 20037



FEDERAL ELECTION COMMISSION
WASHINCTON, D.C. x""

THIS ISTEENDOF MR# a- _

DWE FILMED 4 /2LCNER ND# A



FEDERAL ELECTION COMMISSION

%NASHIN(,IUN, D ( 2046 1

THE FOLLOWING DOCUMENTATION IS ADDED TO

THE PUBLIC RECORD IN CLOSED MUR __73

Q3



HOGAN & HARTSON

COLUMBIA SQUARE

555 THIRTEENTH STREET NW

WASHINGTON, DC 20004-1100

202/637-5600

WRITER'S DIRECT DIAL NUMBER

202/637-6460

8701 ROCKLEDGE DRIVE

BETHESDA, MARYLAND 20e- 7

301/493 -0030

Im1 SOUTH CALVERT STRE-

BALTIMORE, MARYLAND 212:.2

301/669 - 2700

A~~1q ~r16%.~j'~: ~' A

October 25, 1990

HAND DELIVER

\,.,\ Ms. Frania Monarski
\ Federal Elect;., Commission

C) 999 E Street,' ,,.W.
"-)om 657
,,-.-hington, D.L.

Re: MUR 2703 DNC Services Corporation

Dear :,ania:

Enclosed is the Democratic National Committee's check

for $2,5(J0.00 in accordance with the signed conciliation
agreement for the above referenced matter.

With submission of the enclosed check we will consider

the matter resolved and closed. Please let me know if there are

any outstand-ng issues.

Than>; you for your assistance on this matter.

Sincerely,

i A

Christine A. Varney

CAV: clc

cc: Ursula Culver

Enclosure

3204V

CABLE: H'OGANDER WASHINGTON". TELEX 248370 (RCA), 892757 WU). FACSIMILE: 202/637-5910. EASYLINK: 62776734

630O GREENSBORO DRIVE
McLEAN, VIRGliNIA 22102

703/848' 2q00

C')
-
C-)

r-r

C&)

C)(M 'E



FEDERAL ELECTION COMMISSION
WASHINGTON.DC. 20463

TWO WAY MEMORANDUM

\O : Fabrae Brunson
OGC, Docket

F)' Ji: Philomena Brooks
Accounting Technician

SUBJ "'t: Account Determination for Funds Received

We ,,?cently received a check from .E: Se ,o' -
_ ____________, check number 3o3o , dated

iol -. _______, and in the amount of $ ',150.0•
Attached ls copy of the check and any correspondence that
was forwarde. ,  Please indicate below the account into which
it should be --, posited, and the MUR number and name.

TO: Philome:x Brooks
Account,i-- Technician

FROM: Fabrae Br'.::.on.- -
OGC, Docke-.

In reference to the -:, -,,e check in the amount of
$________ -the MUR numbe. is a n.. ".id in the name of
,______ _._,__,_,_... ..__ ':-__. e account into

which it should be deposited :c indicated below:

Budget Clearing Ac::-.,nt (OGC), 95F3875.16

Civil Penalties Accoi:\''\ , 95-1099.:.50

C"- er: __________ __

Signature are

,'



D.N.C. SERVICES CORPORATION
GENERAL FUND

430 SOUTH CAPITOL STREET, S.E.
WASHINGTON. D.C. 20003

j aL ..... " " t.,. I

19 019STREE. MBANK WAINGTON. O.C.
DCNATIONAL, _ 22 90

OCt. 22 1990

30530

15-120/540 D 01

DOLLARS $2500.00

Federal Election Commission
999 E Street, N.W.
Washington, DC

i::i.-':.. I A. L'- "-J"

,,'030303Q' :0541 201,1C: - COCO b

\' D.N.C. SERVICES CORPORATION

DETACH AND RETAIN THIS STATEMENT
T'4E ATTACHED CHECK IS 1N 1-PAYMENT OF TE

-
S SESCRISE IICELOW.

1'p NOT CORRECT PlEASE NOTIP
r
y US PROMPr.Y NO RECEIPT DESIRIED

DELUXE - FORM WVCP-3 V-7

PAY

TO
THE

ORDER
OF

KKQI

aeq

V

I

mdmwff. w;6-


