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Fred Meyer
State Chairman

September 23, 1988 _ g V70%

Federal Election Commission
999 E Street, N.VW.
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:

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, Texas
10 times from Sept. 22 through 24 on KSAT-TV 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 $13,200
WFAA-TV 34,400
KXAS-TV 11,650
KHOU-TV 16,650
KMOL-TV 1,900
KSAT-TV 4,623

TOTAL $82,623

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

211 East 7th Street, Suite 620 @ Austin, Texas 78701 o (512) 477-9821

Prepared and paid for by State Executive C Rep Party of Texas
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FEC Commission

September 23, 1988

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 terms
of the agreement, personally signed “"under penalty of perjury"
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
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
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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FEC Commission
Page Three
September 23, 1988

(3) Impose any and all appropriate penalties grounded in
violations herein alleged.

Republican Party of Texas

State of Texas
sS8.

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,
giddstate that he executed the foregoing as his voluntary act and
eed.

Notary Public in and for said County
angf State.

My commission expires_4d -0 -§9




AFFIDAVIT

State of Texas
ss
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. 1 am a resident of Dallas, Dallas County, Texas.

3. That on or about September 22, 1988 1 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:

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, Texas
10 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
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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 contained
;he following statement: "Paid for by the Texas State Democratic
arty."

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 believes t'.- foregoing advertisements
are in violaiion of 11 CFR Ser . .2 (a) (2) and 9003.3, and

are not allowieble exempt exp= . nieo der 11, CFR Sec. 100.7
(b) (17) (4i). - Z g

(@)

Fred Meyer /

Sworn to and subscribed before me by the said Fred Meyer

this 23rd day of September, 1988 ¥ )
ne? ¥ e

Notdry Public in and for said
County and State




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

For eight years, Texas called George Bush for help, but when
the o0il business collapsed for the lack of a national energy 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 Gaorge when we needed him?

lalmost illegible dis=iaimer states:
Political Ad Paid by the Texas Democratic Party]
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

October 3, 1988
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you have any questions, pleaze contact Frania Mconarski,

*f memter assigned to this matter, at (202) I76-5690. For
#Cux  information, we have attached a brief cescription of the
ZI7Migsion s procedures for handling complaints.

1
-

Sincerely,

Lawrence M. Noble
General Counsel

By: Lpois §5J Lerner
Associate General Counsel

(LF]
=)

lcsures

. “omplaint

rocedures

Desianation cf Counsel Statement
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463
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I+ you nave any questions, please contact Frania Monarsk;,
the staf+ member assigned to this matter, at (202) Z76~-5690. For
our 1m<fgrmation, w2 have attached a brief descriotion ot the
Ccmmissicn’'s procedures for handling complaints.

Sincerely,

Lawrence M. MNoble
General Counsel

-
(N

Lois G4 Lerner
Associate Gemeral Counsel

losures
omplaint
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FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463
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The Federal Election Commissicon receives a complaint which
leges that your cl:ents, the Dukakis/Rentsen Commitiee, Inc.
anc Robert A&. Farmer, as treasurer, may have viclated the Federal
Electicn Camemaign Act 24 1971, as amendecd (the "'Act”"). A copy of
che complaint iz enmcloeed. We have numbered this matter MUR

- — -

4.5, Flease refes to thnis niumber in alil suiture corresegondence.

Jrcer the fAct, ycou have the oppcrtunity tc demcnstrate ir
writing that nec aztion should te tazen asainst the
Cukakis/Benteen Committiee, Irc. in this matter. FPlease submit
any factual or legal materials which you believe are relevant to
the Commission’'s araliysis of this matter. Where appropriate,
szatements shouid o= szwbm.ttec under oatn. Your resgponse, whnics
stculd be addrecsed 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 1S days, the Commission may take +further ac-
tion based on the available infaormaticn.

Thie matter will rem:
tion 43731a’ (4! ‘B) arc
you notify the Commizs:io
be made puclic.
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yeur ainformation,

1f you have any cuestions,
the stafs member assigned to this matter, at (202) 376-3690. For

we have ttachad a brief description of the

pPleaze contact Frania Monarski,

Commission’'s procedures for handling complaints.

Srclosures
. Compliaint
Z. Procedures

Sincerely,

Lawrence M. Noble
General Counsel

Acssociate General Counsel

7. Designation c+ Courwel Statement
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Fred Meyer
State Chairman

October 3, 1988 W 1793

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 contributions, personally
signed 'under penalty of perjury" by Governor D kukis and Senator
Bentsen in order to qualify their campaign for eders. {unding.

11 CFR Sec. 9003.2 (a) (2).

Further, the blatant disregard for the law Ly the Dukakis/
Bentsen campaign is made all the more apparent by the cvident .
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 Street, Suite 620 e Austin, Texas 78701 ¢ (512) 477-9821

Prepared and paid for by State E C Republican Party of Texas




Federal election Commission
Page Two :
October 3, 1988

Bentsen campaign received notice through the public press of

a request to the television stations involved to cease the
advertising, which request was made by Lee Atwater, the campaign
manager of the Bush/Quayle campaign. Exhibit D is a copy of

& news story that appeared Saturday, September 24, 1988, in

the Dallas Morpning News. It was apparently this or other news
stories which prompted the letter from the Texas Dukakis/Bentsen
campaign to Lee Atwater.

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

ry/
Republican/Party of Texas

enclosure

STATE OF TEXAS
88
DALLAS COUNTY

On this‘zgzgday 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
act and deed.

Notayy Public in and for
said County and State

My Commission expire8163€d¢nbééorcﬁﬁzl/qyfz




Dukakis/Bentsen ’88

PO. Box 309 / Austin, TX 78767 / (512) 477-2595

September 28, 1988
' 166 Atwater:

. I propose a counteroffer to your demand that Texas television
stations stop airing the Democratic ad which lists some of the
ways George Bush has failed Texas ontfthe,pas::elgh?teéF°°.

ST,

We will stop airing the ad when Vice President Bush answers the
telephone and explains how his response to the cnergy crisis aver
the next four years would differ from his failure to respond over
the past eight years. : b

As the ad notes, this is a cfisis ﬁhat has'causéd'mexas.to }ose 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.

S ARsind

0

~Things haven't worked out like a lot 'of Texas oilmen #hought they
would 7 1/2 years ago, when one of their .own became Vice
‘President of the United States. TR e T -l

3

0il1 prices are down by more than half since 1981 -- and they are
threatening to decline even more. Eighty percent of the oll 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%.

J 40

.

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

the people of Connecticut and Maine and elsewhere earlier this

year: "I'n one of you." VYet in New Hampshire he attacked Bob

Dole for supporting an oil import fee. In California, he copposed .
~ offshoxe drilling for oil and gas. e _ :

Your 1é§aiis€ic argument, th&t the Democratic ad'"appeQrs to )
violate federal election laws," is utterly without mgrztland begs

.

the question raised by the. ad: _ 5

. : ‘ / '
Wheére was George Bush when a quarter-million Taxas 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
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- AUSTIN =~ The natfonal chaity,,
msn.of Georgo Bush's presidentia).,
campaign wants Texas TV statipns :
to hang up on an advertisement.q,
sponsored by the Democratic Party, -4

The. 30-second spot features w4 . ;
ringing - telephone that goes{
unansweyed in the office of the viceia -
presidont and blasts Bush for abar=#

f doning Texas during its economic:!
) crisls, , o © -yl
| . An‘announcer’s Voice'feﬁéé"o'él'y' ,:
| asks the - question: “Where ."Wu"

# George?” as he recites a litany. of i
 state economic woes cansed by'n;p: 5

J downturninoliprices. . -3

| - Bush campaign chairmen Les Ats] -
i water Friday sent "urgent” tsle-

¥ gramd to Texas televisfon stationg,
f urging thom nqt to air the spot.and)
b saying that- the commercial ,“ap- .

d lawa" .. L Borbdd
d  Atwater sald the commerctall? = |
§ may be 1llegal because political pars?
| ties are not permitted to engage 1a !
§ advertising that advocates the de-:
f feat of a specific candldate. Instead;'!
# commercials gponsored by parties:’
| are supposed to be general in na-

g turo, ) cienl(
0, ed ~"$)'-v"""- L "IT:.-';H"I ""J"’J’)

- -Atwater “also. sald. the ad may,, .
violate a Federsl Communications,,
Commission rule requiring “compay,, .
rable timo" for Bush spokesmen,,.. (,,
State Democratic Party director,
Bd Martin defended the ad and paid 4.
| 1ts legality had been cleared by at- .
|' tornoys before the spotz were pro-
duced. <. . . g aeage
“What . wimps,” 'Martin a.gl‘&.
I “They can't toke one clean, legal™
ghot after they've thrown a seriesof,
low blows." \ '

pears to violate federal electioniy .



FEDERAL ELECTION COMMISSION
WASHINGTON, 1) C 20463

October 17, 1988

Mr. Fred Meyer, Chairman
Republican Party of Texas
211 E. 7th Street
Suite 620
Austin, TX 78701
RE: MUR 2703

Dear Mr. Meyer:

This letter acknowledges receipt on October 5, 1988, of the
supplement tc 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,

Lawrence M. Noble
General Counsel

T Tl o
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O
~Y
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S
O
8
(),
<
)

Lois G. Lerner
Asgsociate General (ounsel
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FEDERAL ELECTION COMMISSION
WASHINGTON, D C 20463

October 17, 1988

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

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

Dear Mr. Slagle:

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 rederal 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.

Oon October 5, 1988, the Commission received additional
information from the complainant pertaining to the allegations
in the complaint. Enclosed is a copy o2f 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

- y
O%f;bo /g/- éféLA&Lk_—
pwa e
BY: Lois G. Lerner
- Associate General Counsel

Enclosure
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FEDERAL ELECTION COMMISSION
WASHINGTON, D C 20463

October 17, 1988

Carol C. Darr, Esquire
Dukakis/Bentson Committee, 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 PFred 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.

Oon 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.

1f 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

Ny -
57(214 /Xj- 5i;bMJA_—
YVhn
BY: Lois G. Lerner

Associate General Counsel

Enclosure
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FEDERAL ELECTION COMMISSION
WASHINGTION, U C 20463

October 17, 1988

Daniel A. Taylor, Esquire
Hill & Barlow

One International Place
Boston, MA 02110

RE: MUR 2703
Dukakis/Bentsen
Committee, Inc.

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

Sincerely,

= _ Lawrence M. Noble
General Counsel

5{0Ld }y- ;fzuwpu~7iu_

BY: Lois G. Lerner
Associate General Counsel

L//

Enclosure




October 21, 1988

Lawrence M. 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
Robert 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
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
additional 15 days to investigate this new information.

Sincerely yours,

:fS:¢« 9“&:&,
Scott Blake Harris

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

Q:wﬂm B. Saller fson

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

ATTORNEYS AND COUNSELORS 88 0CT &m‘*&ﬁmgﬁ

P. O. BOX 17047
300 PROFESSIONAL BUILDING
303 WEST YENTH M
FORT WORTH, TEXAS 76102-7071

October 18, 1988 wETRO ErEEEAX MO

HAROLD D. HAMMETT, P.C.
He

©$17) 338-6133
oF CoUNam. Y ETRO 420-3248

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- <
missible expenditures under 2 U.S.C. 44la(d). The DemocraticS
National Committee properly gave prior written authorization to~’
the Texas Democratic Party to make such expenditures, pursuant t2
11 C.F.R. 110.7(a)(4). A true copy of the September 20, 198
letter agreement making such designation is attached hereto ax
Exhibit 1; a true copy of the September 23, 1988 letter making
one modification to that agreement is attached as Exhibit &,
These expenditures will be reported and disclosed as required §&n
the Texas Democratic Party's October 15, 1988 report to the
Federal Election Commission.

-2

~Z

The Texas Democratic Party made a public disclosure of this
advertising as permitted by Sect. 44l1la(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,

D.

Harold D. Hammett

HDH:cjr Attorney for The Texas Derocratvic
Party and Bob Slagle

cc: Bob Slagle, Treasurer
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STATE OF TEXAS )

)
COUNTY OF TARRANT )

BEFORE ME, 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.

7!0&"/ Lo i

HAROLD D. HAMMETT

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

NOTARY %UB&ZIC £ State of Texas

seal.
Printed Name: Carolyn J. Rasmussen
My Commission Expires: 4-15-89




Harold D. Hammett

303 West 10th, Suite 300

Fort Worth, TX 76102-7071

(817)335-6133

The above-named individual is hereby designated as my

counsel and is authorized to receive any notifications and ~.. »r
communications from the Commission and to act on my behalf before

the Commission.

oct. )], AEB

Date

Signature

Bob Slagle, Treasurer
Texas Democratio Papty

815 Brazos. #200

Austin, TX 78701

(512)478-8746 (214389321107




Democratic National Committee

Paul G. Kirk, Jr.

Chairman

September 20, 1988

Hon. Robert Slagle, Chairman
Texas Democratic Party

815 Brazos, Suite 200
Austin, Texas 78701

/

Dear Mr o

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:

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. §44la(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 committ»d to make such expenditures itself.

EXHIBIT 1

430 South Capitol Streer, 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 eonfirm your agrassment with the foregoing by signing
and returning two copies of this letter.

Sincerely yours,

AGREED:

TEXAS DEMOCRATIC PARTY
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Democratic National Committee

Paul G. Kirk, Jr.

Chairman

Septenber 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 date3
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.
§44la(d) in connection with the general election campaign of
¥ichael 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:

/
-Paul G. Kirk) Jrn/'gﬁairman
AGREED:

TEXAS DEMOCRATIC PARTY

By:

Robert Slagle,
et EXHIBIT 2

430 South Capirol Street, S E. \Washingron. D.C 20005 (202) 863-8000
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Texas Democratic Party /

/

FOR IMMEDIATE RELEASE FOR FURTHER INFOgﬁATION
September 21, 1988 Contact: Ed Martin at
(S512) 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.

Back in 1986, Bill Clements campaigned saying the reason
we had no national energy policy was simply that the White
House didn't answer the phone when the Democratic Governor
called.

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 7} 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- AR

815 Brazos, Suite 200/ Austin, Texas 78701/(512) 478-8746 355~
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FEDERAL ELECTION COMMISSION
WASHINGION. ) C 21463 October 28, 1988

Scott Blake Harris

Williams & Connolly

839 17th Street, N.W. : =
Washington, D.C. 20006

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

Dear Mr. Harris:

This is in response to your letter dated October 21, 1988,
which we received on October 21, 1988, requesting an extension
of 15 days to respond to information supplemental to the
complaint. 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
November 7, 1988.

I1f you have any questions, please contact Frania Monarski,
the staff member assigned to this matter, at (202) 376-5690.

Lawrence M. Noble
General Counsel

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




November 4, 1988

"

HAND DELIVERED
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Lawrence N. Noble, Esquire QI
General Counsel o]
Federal Elections Commision ~ R
999 E Street, N.W. D
Washington, D. C. 20463 = “
]

Re: MUR 2703 w 5

———— e 2

i o }

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.

»n The Texas Republican Party has complained that certain
i televised advertisements, paid for by the Texas Democratic Party,
o g 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

O 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
D) 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. § 110.7(a)(l). See also 2 U.S.C. 441(a)(d). Moreover,
On the national committee "may make expenditures authorized by this

section through any designated agent, including State . . . party

committees." Id., § 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
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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 11. 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
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
dismissed.

Respectfully submitted,

Seor Nowes

Scott Blake Harris

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

bwathan B. Saflerfsss

Jonathan B. Sallet

2555 M Street, N.W.
Washington, D. C. 20037
(202) 293-6400
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999 E Street, N.W.
Washington, D.C. 20463

FIRST GENERAL COUNSEL'’S8 REPORT

MUR 2703

DATE COMPLAINT RECEIVED

BY 0GC: 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. § 434(b)
2 U.S.C. § 441a(a)(2)(Aa)
2 U.S.C. § 441la(d)
2 U.S.C. § 441a(f)
2 U.S.C. § 441d(a)
26 U.S.C. § 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.S5.C. § 44la(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.S5.C. § 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
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
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. § 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.

§ 431(8)(A) and 2 U.S.C. § 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.

§ 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. § 44l1la(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. § 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. § 44la(d). Commiss:ion
requlations indicate, however, that a national parry 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
2 U.S.C. § 441a(d)(2). All

candidate in a general election.

coordinated party exnenditures made by the national party

committee or its designated state party committees are subject to

one spending limit. 11 C.F.R. § 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. § 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

yEg oL 59

November 28, 1988.

Under the Presidential Election Campaign Fund Act (the "Fund

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

v 40

financing of his general election campaign. See generally

J

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

9

the candidate must limit

to be eligible to receive public funds,

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

accept private contributions to defray qualified campaign

expenses. 2 U.S.C. § 9003’ .. e~-ion 44la(f) of Title 2

provides that committees m v rnt make 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. § 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.

§ 441d(a)(2). 1If 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. § 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: "[W]hen
the o0il 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 «~cst $82,623 and indicated that it was paid for by

the Texz 2 ..~ratic Party. The Tzras Democratic Party submitted

a letter, ¢: 4 . ptember 20, 19.L7, from Paul Kirk, Chairman of
the DNC to ' Lert 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




e
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.

§ 441la(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

6

expenditures. The DNC also reported numerous payments to Yellin

S}

Media as coordinated party expenditures on behalf of the
Dukakis/Bentsen campaign pursuant to 2 U.S.C. § 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.

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

J

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

9

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 respor "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 44l1a(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). 1In 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 44la(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 £ind no reason to believe that the Texas

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

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

this Office recommends that the

2 U.S.C. § 441a. Furthermore,

Commission also £ind no reason to believe that the

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

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

3

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

O National Committee and Sharon Pratt Dixon, as treasurer, and the
& Texas Democratic Party and Bob Slagle, as treasurer, violated

i: 2 U.S.C. § 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

J

P

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.

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

It did not, however,

was paid for by the Texas Democratic Party.

indicate whether or not it was authorized by any candidate. 1If

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 matéet, 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 find reason to believe that the
DNC Services Corporation/Democratic National Committee and Sharon
Pratt Dixon, as treasurer, violated 2 U.S.C. § 441d by failing to
include the appropriate disclaimer on the television
advertisement in question. The DNC was not named as a respondent
in the complaint in this matter; therefore, this violation is
being treated as an internally generated matter.

III. RECOMMENDATIONS

1. Find no reason to believe that the Texas Democratic Party
and Bob Slagle, as treasurer, violated 2 U.S.C. § 441la(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, violated 2 U.S.C. § 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. §§ 434(b) and 4414d.
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5. Approve the attached letters, Factual and Legal
Analyses, Interrogatories and Request for Documents.

2;[/{/87 /M

By,
Lawrence M. Noble
General Counsel
Attachments
1. Responses

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

Interrogatories and Request for Documents.

Date

9
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FEDERAL ELECTION COMMISSION

WASHINCTON. D C 20463

MEMORANDUM

TO: LAWRENCE M. NOBLE
GENERAL COUNSEL

FROM: MARJORIE W. EMMONS/JOSHUA MCFADDE
COMMISSION SECRETARY

DATE: FEBRUARY 21, 1989

SUBJECT: 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 Aikens

Commissioner Elliott X

Commissioner Josefiak

Commissioner McDonald

Commissioner McGarry

Commissioner Thomas X

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.
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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

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

1.

BEFORE THE FEDERAL ELECTION COMMISSION

MUR 2703

CERTIFICATION

take the following actions in MUR 2703:

Find no reason to believe that the Texas
Democratic Party and Bob Slagle, as
treasurer, vioiated 2 U.S.C. § 44la(f).

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).

Find reason to believe that the Texas
Democratic Party and Bob Slagle, as
treasurer, —.o:wated 2 U.S.C. § 434(b).

(continued)




Federal Election Commission
Certification for MUR 2703
February 28, 1989

Find reason to believe that the DNC Services
Corporation/Democratic National Committee and
Sharon Pratt Dixon, as treasurer, violated

2 U.S.C. §§ 434(b) and 441d.

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 Aikens, Elliott, Josefiak, McDonald,

McGarry, and Thomas voted affirmatively fcr the decision.

M
O
<
=
o

Attest:

2-Z-F7 Hargorei 72 Lpemen e

F
! .
Date L Marjorie W. Emmons
Secretary of “he Commission

5
<
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FEDERAL ELECTION COMMISSION
WASHINGTON. D C 20463
March 8, 1989

Scott Blake Harris
Williams & Connolly

839 17th Street, N.W.
Washington, D.C. 20006

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. § 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.
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Scott Blake Harris
Page 2

The Commission reminds you that the confidentiality
provisions of 2 U.S.C. §§ 437g(a)(4)(B) and 437¢g(a)(12)(A) remain
in effect until the entire matter is closed. The Commission will
notify you when the entire file has been closed.

wrence M. Noble
General Counsel

Jonathan B. Sallet

Miller, Cassidy, Larocca & Lewin
2555 M Street, N.W.

Washington, D.C. 20037
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FEDERAL ELECTION COMMISSION

WASHINGTON. DC 204}
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
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 to your clients at
that time.

Upon further review of the allegations contained in the
complaint, and information supplied by your clients, the
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. § 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
oath.

In th2 absemn.e 0f any additional information demonstrating
that no further action should be taken against the Texas
Democratic Party and Bob Slagle, as treasurer, the Commission may
find probzble 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. 8See 11 C.P.R.
§-111.18(d). Upon receipt of the request, the Of¥Ice 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
must 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. §§ 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,
U’ ] /W
Danni?b.'McDonald

Chairman

Enclosures
Factual & Legal Analysis




FEDERAL ELECTION COMMISSION

WASHINGION, D C 2046}
March 8, 1989

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

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
that there is reason to believe the DNC Services -
Corporation/Democratic National Committee ("Committee") and you,
as treasurer, violated 2 U.S.C. §§ 434(b) and 441d, provisions of
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.

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 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.
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If you are interested in pursuing pre-probable cause
conciliation, you should so request in writing. See 11 C.F.R,
§ 111.18(d). Upon receipt of the request, the OfFfIce 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
must 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
other communications from the Commission.

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

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

Sincerely,

().t -]

Danny z ./'McDbonald
Chairman

Enclosures
Factual and Legal Analysis
Procedures
Designation of Counsel Form
Questions
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March 23, 1989

Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463
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~ 2ttention: Office of General Counsel

s Re: MUR 2703

Dear Sir or Madam:

£ 6 i

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

MUR 2703 concerns certain television advertisements
aired by the Texas Democratic Party in September, 1988 in
connection with the fall general election campaign. These
advertisements pertained to the general election contest between
the Democratic Presidential nominee, Governor Michael S. Dukakis,
D 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 of
payments 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 the
latter 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 MUR 2703, 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 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
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Federal Election Commission
March 23, 1989
Page 2

for 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

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
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), 110.7(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 44la(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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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 44la(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 44la(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
in kind to it and corresponding expenditures by it in connection
with the ads and that it further reported these expenditures as
Presidential § 44la(d) expenditures.

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

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 Interrogatcry

No. 1.

2s the unswers 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 time as requested by and on behalf of the Texas
Democratic Party.
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e.d., A.0. 1985-29, 1 Fed, Elect. Camp. Fin. Guide (CCH) ¥ 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. See
A.0. 1980-46 1 Fed, Elect. Camp. Fin. Guide (CCH) Y 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.g., A.O0. 1983-23, 1 Eed.
Elect. Camp. Fin. Guide (CCH) Y 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. Camp. Fin. Guide ¥ 5819

(May 30, 1985) (conclusion that "generic" ads were not allocable
under § 44la(d) premised on representation that they were not made
in consultation or cooperation with, or at request or suggestion
of, affected candidates).

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
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

4 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
March 23, 1989
Page 5

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 44la(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

S 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 DNC 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,

ééw%/{ Jé P@&s/‘\\

oseph A. Rieser, Jr.
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MUR 2703

NAME OF COUNSEL: Joseph A. Rieser, Jr. (Only for

purposes of the response)
Christine Varney
Hartina Flournoy

o6 1Y H2 UIHES

ADDRESS: 430 South Capitol Street, S.E. X

Washington, D.C. 20003

TELEPHONE: (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 Commission.
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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: (202) 863-8166
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

MUR 2703

W e e Y’ N’

ANSWERS OF RESPONDENT DNC SERVICES CORPORATION
TO INTERROGATORIES

"l. 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 44la(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"),

o 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-
B 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 441la(d) expenditures on behaif
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. 1In 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
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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

o0 was making funds on deposit with Yellin available for use by

the State Party with respect to its commercials, the trans-

g action should be treated as an in-kind contribution by the

<r DNC to the State Party, as well as a section 44la(d) expendi-
ture by the State Party pursuant to the agency designation

B letter. Consequently, the DNC did not report these expendi-
tures as section 44la(d) expenditures by the DNC, but rather

O 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
AN 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 441la(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 any of this as
a 441a(d) expenditure because the DNC regarded these as
expenditures by the State Party pursuant to the delegation of
44la(d) authority.

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

Answer: Copies of such documents are attached
hereto.

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

"Maex RonanwoN

Subscribed and sworn to before me this é&é&i]& day of
March, 1989.

Public

VIRGINIA R. CUMMINGS
Notary Public, District of Columbis
My Commission Expires July 31, 1989
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Texas Democratic Party

Septémber 26, 1988

Ms. Harriett Yellin
Harriett Yellin, Inc.

1205 Statler Office Buildin
Boston, Massachusetts 0211

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 Nationazl 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 reguired to report the

receipt and expenditure of these federal funds.

Sincerely,

Bob Slagle
Chairman

815 Brazos. Suite 200/ Austin, Texas 78701/(512) 478-8746 e~
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Septeaber 20, 19889

Ms. Harriett Yellin
Harriett Yellin, Inec.

1205 Statler' Office Building
Boston, Massachusetts 02116

Daar Ms. Yellin:

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 (tha
"DNC") will transfer to us, through you as our agent, $125,000
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 raport
the receipt and expenditure of these federal funds.

Sin ely,

Robez glaq

Chairman

Texas Democratic Party
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Democratic National Committee

Paul G. Kirk. Jr. &
Chairman

September 20, 1988

Hon. Robert Slagle, Chairman
Texas Democratic Party

815 Brazos, Suite 200
Austin, Te 8701

/
Dear Mt7~

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:

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. §44la(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 Streer, S.E. Washingron. D C. 20003 (202) 863-8000
Paid for by the Democrauc Nsuonal Committee. Contributions 10 the Democratic National Committee
are not tax deductible as charitable contributions for Federal income tax purposes




Please oonfirm your agroen-nt with the torcqoinq by signing
and returning two copies of this letter. _ : y :

Sincerely yours,

DNC SER i
By: |
‘Paul G. 'Kirk, Jr., 5h n

AGREED:

TEXAS DEMOCPATIC PARTY

O U488

b 40 3

J

7




Democratic National Commitcee

Paul G. Kirk, Jr.
Chairman

Septenber 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 dated
September 20, 1588, between DNC Services COrporation/Democratlc
National Committee ("DNC") and the Texas Democratic Party (the
"Agreement"), concerning expenditures pursuant to 2 U.S.C.
§4é4la(d) in connection with the general election campaign of
¥ichael S. Dukakis for President of the United States and Lloyd
Bentsen for Vice President of the United States.

@ 94 &5

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

. arcunt of "one-hundred-twenty-five thousand decllars ($125,000)"

shall be amended ¢to. read ‘"one-hundred-thirty-three-thousand
($133,000.00)." '

i)

All other terms and conditions of the Agreement shall rexain
in full force and effect.

08

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

Sincerely yours,

CORPORATION

AGREED:

TEXAS DEMOCRATIC PARTY

Robert Slaglti,

EXHIBIT 2

430 South Capirol Strect, S.E. \Washingron, D.C. 20003 (202) 863-8000
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BEFORE THE PEDERAL ELECTION COMMISSION

In the Matter of
DNC Services Corporation/
Democratic National Committee MUR 2703

and Sharon Pratt Dixon, as
treasurer

GENERAL COUNSEL'’S REPORT

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. §§ 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. §§ 434(b) and 441d and approve the
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attached letter. Furthermore, this Office recommends that the

Commission take no further action against Sharon Pratt Dixon, as

treasurer.

RECOMMENDATIONS

1. Find reason to believe that Robert A. Farmer, as
treasurer of the DNC Services Corporation/Democratic National
Committee, violated 2 U.S.C. §§ 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.

Lawrence M.
General Counsel

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




FEDERAL ELECTION COMMISSION

WASHINCTON, D C 20463

MEMORANDUM

TO: LAWRENCE M. NOBLE
GENERAL COUNSEL

FROM: MARJORIE W. EMMONS/JOSHUA MCFADDER
COMMISSION SECRETARY

DATE: MARCH 23, 1989

SUBJECT: 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 on the aceting agenda

Please notify us who will represent your Livision before the

Commission on this matter.
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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.
§§ 434(b) and 4414d.

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:

D%te T / ¥ilda Arnold

Admlnlstratlve Assistant
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FEDERAL ELECTION COMMISSION
WASHING TON, O C 20403

Robert A. Parmer, Treasurer
DNC Services Corporation/
Democratic National Committee
430 South Capitol Street, S.E.
wWashington, D.C. 20003

RE: MUR 2703
DNC 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, violated
2 U.S.C. §§ 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. §§ 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.
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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.

I1f you are interested in pursuing pre-probable cause
conciliation, you should so request in writing. See 11 C.PF.R.
§ 111.18(d). Upon receipt of the request, the Office 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
must be demonstrated. 1In addition, the Office of the General
Counsel ordinarily will not give extensions beyond 20 days.

1f 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. §§ 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. Parmer
Page 3

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

Sincerely,

L erms E-M‘QW

Donald
Chairman

Enclosures
Designation of Counsel Form -
Factual & Legal Analysis
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PEDERAL RLECTION COMMISSION
FACTUAL AND LEGAL ANALYSIS
RESPONDENTS: Robert A. Parmer, as
treasurer of the DNC MUR 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.
§ 431(8)(A) and 2 U.S.C. § 431(9)(A). Expenditures made by any
person in cooperation, conéultation, 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.

§ 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. § 441la(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. § 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. § 44la(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).
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The national committee may spend up to two cents times the
national voting age population on behalf of its Prouidonti!}
candidate in a general election. 2 U.8.C. § 441a(d)(2). iil
coordinated party expenditures made by the national party
committee or its designated state party committees are subject to
one spending limit. 11 C.P.R. § 110.7(a). Party committees,
however, may not make independent expenditures in connection with
the general election campaign of a Presidential candidate.

11 C.P.R. § 110.7(a)(5). Por 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.

The Act requires that whenever any person, which includes a
party committee (see 2 U.S.C. § 431(11)), makes an expenditure
for the purpose of financing ;bmmunications 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.

§ 441d(a)(2). 1I1f the communication is not authorized by a
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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 candidat;'l committee.

2 U.S.C. § 4414(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: "(W)hen

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

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

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

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

In a letter, dated September 20,

the Texas Democratic Party.

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.

§ 44la(d).

In its 1988 October Monthly Report, the DNC reported a

1988 and a $8,000

$125,000 disbursement on September 20,

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

contributions to the Texas Democratic Party for media
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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 P 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 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
;hd may have also reported the payments as Section 44la(d)
expenditures.

1f 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). 1In 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 ;cxao 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
44la(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.
§ 434(b) by misreporting these payments in question made on
behalf of the Dukakis/Bentsen campaign as in-kind contributions.
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.
§ 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. 1If
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
perscn 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
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who actually paid for the advertisement. Therefore, in this
matter, the disclaimer should have stated "Paid for by the
Democratic National Committee and authorised by the
Dukakis/Bentsen Committee, Inc.". Ihirofo:o, there is reason to
believe that Robert A. PFarmer, as ttnisuror of the DNC Services
Corporation/Democratic National COlnlttoo; violated 2 U.S8.C.

§ 4414 by failing to include the appropriate disclaimer on the

television advertisement in question.
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TELEFAX NO.
METRO (817) 428-5390

April 14, 1989

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 1 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 net 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 1if they had been deposited in a bank account under the
exclusive contrel of the Texas Democratic Party. The method
which the Texas Democratic Party reported these expenditures was
an attempt to accurately, honestly nd 1legally give full
disclosnre 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
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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
apologize for my delay in transmitting them to you.

Respectfully submitted,

Vet D. oottt —

Harold D. Hammett
Attorney for Texas Democratic Party

HDH:cjr

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

appeared ED MARTIN, who, first being by me duly sworn, upon his
oath stated as follows:

"My name is EQ Martin. I am a resident of Austin, Texas,
and am the Executive Director of the Texas 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, were the same thing as an advance deposit.
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 were 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
instruction of the Texas Democratic Party, Yellin assumed and
performed the additional role of being the agent for the Texas
Democratic Party for the disbursal of this fund, just as a bank
would have been if the extra time-consuming step of the double
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 expenditure."

ED MARTIN

AFFIDAVIT OF ED MARTIN -- Page 2




SWORN TO AND SUBSCRIBED BEFORE ME by ED MARTIN on this the
13th day of April, 1989, to certify which witness ny official
seal of office.

pUe ate
Printed Nanme: \'J
Commission Expires:|

AFFIDAVIT OF ED MARTIN -- Page 3




Septesber 20, 1988

MNs. Harziett Yellin
Harriett Yellin, Inc.

1205 statler Office Building
Boston, Massachusetts 02116

Dear Ms. Yellin:

This 1ittor authorizes you to accept and axpend funds as our
agent for the purpose of purchasing, on our bebalf, television
adv:rtuinq for the benefit of the Democratic ticket in our
state.

It is anticipated that the Democratic National Coemmittee (tha
"DNC") will transfer to us, through you as our agent, §125,000
fron its federal account, which contains only gfunds raised in
accordance vwith the limitations and prohibitions of the PFederal
Election Campaign Act of 1971, as amended (the “Aot").

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

8ingeyely,

Roboz glaq

Chairman

Texas Democratic Farty

EXHIBIT 1




Texas Democratic Party

September 26, 1588

Ms. Harriett Yellin
Harpriett Yellin, Inc.

1205 Statler Office Buildin
Beston, Massachusetts 02112

Yellin:

Dear Ms.

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

4

y

It 43 anrticipated that the Democratic Naticnal Committee (the
"DNC") will transfer to us, through you as our agent, $8,000
from its federal account, which contains only funds raiseé in
accordance with the limitations and prohibitions of the

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

DE0)

We understand that under the A¢t we will de recuired to report the
receipt and expenditure of these federal funds.

Sincerzly,

Bob Slagle
Chairman
Texas Democratic

J 4 0

2

EXHIBIT 2

815 Bratos, Suite 200/Austin. Texas 78701/(512) 478-8746 B
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BEFORE THE PEDERAL ELECTION COMMNISSION SENS|'HVE
In the Matter of mmm
MUR 2703 Jm_ 18 ms

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

Texas Democratic Party and
Bob Slagle, as treasurer

P et N N P P Nt P

GENERAL COUNSEL'S REPORT
I. GENERATION OF MATTER

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. § 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. § 44la(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. § 434(b) by misreporting the
payments for the advertisements as in-kind contributions to the
Texas Democratic Party and 2 U.S.C. § 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.

§ 431(8)(A) and 2 U.S.C. § 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.

§ 44la(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. § 441la(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. § 441a(d4)(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. § 44la(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. § 44la(d)(2). All
coordinated party expenditures made by the national party
comnittee or its designated state party committees are subject to
one spending limit. 11 C.F.R. § 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. § 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. § 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.
§ 441d(a)(1l). 1If 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. § 441d(a)(2). 1If 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.
§ 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 44l1a(d) authority to the Texas
Democratic Party to pay for the cost of the advertisements. 1In a
letter, dated September 20, 1988, from Paul Kirk, Chairman of the

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




<K
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 elaction

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.8.C. § 441la(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. 1In 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 2 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
(52) 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:

(Wlhen the o0il 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 $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
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
bDukakis/Bentsen, as disbursements to Yellin Media and as
coordinated party expenditures as the designated agent of tha o
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 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
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. § 432(h). The DNC 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
expenditures as the agent of the DNC. 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. § 44la(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. § 434(b) by misreporting the payments for
the television advertisement in question.

Moreover, the Act requires that a political advercviss ient
must clearly state who paid for the communication aid wi .cher or
not it was authorized by the candidate or his or n2r authcarized
committee. 2 U.S.C. § 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 DNC,
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
expenditures in support of their nominees for federal office.
See 11 C.F.R. §§ 110.7(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
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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Party and Bob Slagle, as treasurer, prior to a finding of

probable cause to believe.
III. DISCUSSION OF CONCILIATION AND PROPOSED CIVIL PENALTY

IV. RECOMMENDATIONS

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.

’)/10/8 7
ol

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

Date
eneral Counsel

4

|

5

()
)
28
@)
T
15,

J

7




FEDERAL ELECTION COMMISSION

WASHINGTON U 203n3

MEMORANDUM TO:

FROM: MARJORIE W. EMMONS

DATE: JULY 13, 1989

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

The above-captioned document was circulated to the
Commission on
Objections have been received from the Commissioners

as indicated by the name(s) checked:

Commissioner Aikens

Commissioner Elliott

Commissioner Josefiak

Commissioner McDonald

Commissioner McGarry

Commissioner Thomas

This matter will be placed on the

agenda for July 18, 1989.




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

DNC Services Corporation/
Democratic National Committee
and Robert A. Parmer, as
treasurer

Texas Democratic 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.

Enter into conciliation with the Texas Demo-
cratic Party and Bob Slagle, as treasurer,
prior to a finding of probable cause to believe.
Approve the two letters and the proposed con-
ciliation agreement attached to the General
Counsel's report dated July 10, 1989.

Commissioners Aikens, Ellijiott, Josefiak, McDonald,
McGarry, and Thomas voted affirmatively for the decision.

Attest:

I (£-&F Mm z/ . éZM

Date Marjorie W. Emmons
Secretary of the Commission




FEDERAL ELECTION COMMISSION
WASHINGTON, D.C 20463

July 27, 1989

Joseph A. Rieser, Jr.

Reed Smith Shaw & McClay
Suite 900

1150 Connecticut Avenue, N.W.
Washington, D.C. 20036-4192

MUR 2703

DNC Services Corporation/
Democratic National
Committee and Robert

A. Parmer, as treasurer

Dear Mr. Rieser:

Oon March 8, 1989, your clients, the DNC Services Corporation/
Democratic National Committee and Robert A. Parmer, as treasurer,
were notified that the Federal Election Commission found reason
to believe that the DNC Services Corporation/Democratic National
Committee and Robert A. Farmer, as treasurer, violated 2 U.S.C.
§§ 434(b) and 441d. On March 23, 1989, your clients submitted a
response to the Commission’s reason to believe findings and
requested that the Commission take no further action with regard
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.

I1f you have any questions, please contact Frania Monarski,
the attorney assigned to this matter, at (202) 376-8200.

General Counsel




FEDERAL ELECTION COMMISSION
WASHINGTON, D C. 20463

-

July 27, 1989

Harold D. Hammett

Simon, Anisman, Doby,
Wilson & Skillern

P.O. Box 17047

300 Professional Building

303 West Tenth

Fort Worth, TX 76102

¢ MUR 2703
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,
as treasurer, violated 2 U.S.C. § 434(b). At your request, on
July 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 has
approved 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.
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Harold D. Hammett
Page 2

If you have any questions or suggestions for changes in the
agreement, or if you_wish to arrange a meeting in connection with
a mutually satisfactory conciliation agreement, please contact
Frania Monarski, the attorney assigned to this matter, at (202)

376-8200.
Lawrence M. Noble
General Counsel
Enclosure

Conciliation Agreement
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MUR
NAME OF COUNSEL: _ Christine A, Varney g ﬂ
ADDRESS : —_Democratic National Committee

430 South 1
Washington, D.C. 20003

202-863-8130

The above-named individual is hereby designated as my L )

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

RESPONDENT'S NAME: Democratic National Committee

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

HOME PHONE:

BUSINESS PHONE: (202) 863-8130
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BEFORE THE PEDERAL ELECTION COMMISSION SE“ SHI% l.

In the Matter of
DNC Services Corporation/Democratic MUR 2703
National Committee and Robert
A. Farmer, as treasurer
GENERAL COUNSEL’S REPORT
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.

11/ %/Zi

awrence

Date 4
General Counsel




FEDERAL ELECTION COMMISSION
WASHINGTON, D C 20463

December 14, 1989

MEMORANDUM
TO: The Commission

PROM: Lawrence M. Noble
General Counsel

SUBJECT: MUR 2703

Attached for the Commission’s review 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
believe were mailed on December 14, 1989. Frollowing receipt of
the respondent’s reply to this notice, this Office will make a
further report to the Commission.

Attachments
1. Brief
2. Letter to respondent
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FEDERAL ELECTION COMMISSION
WASHINGTON. DC 20463

December 14, 1989

Christine A. Varney, Esq.
Democratic National Committee
430 South Capital 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:

Based on a complaint filed with the Pederal Election
Commission on September 26, 1988, and information supplied by
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
and Robert A. Farmer, as treasurer, violated 2 U.S.C. §§ 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.
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Christine A. Varney
Page 2

If you are unable to file a responsive brief within 15 days,
you may submit a written request for an extension of time. All
requests for extensions of time must be submitted in writing five
days prior to the due date, and good cause must be demonstrated.
In addition, the Office of the General Counsel ordinarily will
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 Frania
ggga;;:g, the attorney assigned to this matter, at (202)

Lawrence M. Noble
General Counsel

Enclosure
Brief




BEFPORE THE FEDERAL ELECTION COMMISSION

In the Matter of

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

GENERAL COUNSEL’S BRIEY

I. STATENENT OF THE CASE

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

that the DNC Services Corporation/Democratic National Committee
(the "DNC") and Robert A. Parmer, as treasurer, violated 2 U.S.C.
§§ 434(b) and 441d in connection with television advertisements
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
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.
§ 431(8)(A) and 2 U.S.C. § 431(9)(A). Multicandidate 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. § 44la(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. § 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.S5.C. § 44la(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 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. § 44la(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. § 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. § 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. § 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 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.

§ 441d(a)(1). 1f the communication is paid for by other persons,
but authorized by a candidate, an authoriszed 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. § 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. § 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 44la(d) authority to the Texas
Demccratic Party to pay for the cost of the advertisements. 1In a
letter, dated September 20, 1988, from Paul Kirk, Chairman of the
DNC, to Robett Slagle, Chairman of the Texas Democratic Party,
the DNC desigrated 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
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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 expenditures

pursuant to 2 U.S.C. § 44la(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...." 1In 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:

(Wlhen 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 wvhen we

needed him?

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
séptenbet 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.

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 cocmmittee 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
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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. § 432(h). The DNC 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

Because the DNC actually

expenditures as the agent of the DNC.

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. § 441la(d), and not as in-kind

contributions. Accordingly, 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. § 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. § 441d. The televigsion 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 DNC 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 noaminees
for federal office. See 11 C.F.R. §§ 110.7(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

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."
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.
§ 441d by failing to include the appropriate disclaimer on the

television advertisements in question.
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III. GENERAL COUNSEL’S RECONMENDATION

1. Prind probable cause to believe that the DNC Services
Corporation/Democratic National Committee and Robert A. Parmer,
as treasurer, violated 2 U.S.C. §§ 434(b) and 4414.
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Democratic National Committee

December 29, 1989

Ms. Frania Monarski, Esquire
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

Re: MUR 2703
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. Conttibutions to the Democratic National Committee
are not tax deductible as charitable contributions for Federal income tax purposes.
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Please call me at 863-8166 if you have any questions concerning
this request.

Sincere

Hartifa Flournoy
Senior Counsel

cc: Christine Varney, Esquire
General Counsel




FEDERAL ELECTION COMMISSION
WASHINGTON. D C 20463

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
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.

Sincerely,

Lawrence M. Noble
General Counsel
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Democratic National Committee

February 7, 1990

Ms. Frania Monarski

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

68 % vy L-83406

Dear Ms. Monarski:

Under this cover, I am submitting, on behalf of the Democratic

National cCommittee, 3 copies of its response to the Office of
General Counsel’s Brief in MUR 2703.

Sincerely,

YR TNG
William Crg£§¥k£>

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.




Democratic National Committee

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

Attention: Office of General Counsel
Re: MUR 2703

Dear Sir or Madam:

on behalf of DNC Services Corporation/Democratic National
Committee (the "DNC"), I write to respond to MUR 2703.

1. OVERVIEW OF MUR 2703

MUR 2703 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 MUR 2703, 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", 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 44l1la(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 441la(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). 1In 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 68,000 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,
attached). A similar letter, of September 26, 1988, from Robert
Slagle to Harriet Yellin authorizes Yellin to accept, as the
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.
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 when, purchasing
time, on behalf of the DNC, for television and radilo 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. 441la(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
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Party for the ads at issue here.

Pursuant to 11 C.F.R. 110.7(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
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. 1In fact,
the 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
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’s 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.

0GC’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 thie 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
thi 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
political committee. This is true if one organization pays an
obligation of a political committee. See, e.g., A.O0. 1985-29, 1
Fed. Elect. Camp. Fin. Gujide (CCH) 5829 at 11,209 & n.5 (November
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.
Indeed, 1if that were not the rule, the 1limitations 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.g., A.O0. 1983-23, 1 Fed.
Elect. Camp. 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 for" by the DNC, it not
only would treat the DNC unjustly but also would substantially
eviscerate the contribution prohibitions and 1limitations,
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
the 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
may do through an agent whatever he is empowered to do in his own
proper person". First National Bank v. Southland Production Co.,
112 pP2d. 1087, 1092 (Ok. 1941). The Commission allows, in fact
demands that, a state party expending a portion of a national
committee’s 441 authority do so with its own money or with funds
transferred to it from the national committee. Thus, 1if the
Texas state party was empowered to receive funds from the DNC to
expend on the relevant television ads, then its agent, Yellin,
was equally authorized to do so on its behalf. Thus, even under
the O0OGC’s interpretation of the relevant 1law, 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.




For all of these reasons MUR 2703 should be dismissed. The
DNC has complied with both the traditional and the 0GC’s
interpretation of the Act. The DNC’s transfer of funds to Yellin
was the equivalent, under agency law, of transferring the funds
directly to the Texas Democratic Party. 8ince the DNC authorized
the Texas Democratic Party to make 441 expenditures on its
beshalf, and transferred the necessary funds to the state party’s
agont before the expenditures were made, there has been no
violation of the Act or regulations.

Respectfully éubmitted:

William P. Cross
DNC Staff Counsel
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Democratic National Committee

Paul G. Kirk. Jr. <
Chairman

Saptember 20, 1988

Hon. Robert Slagle, Chairman
Texas Democratic Party

815 Brazos, Suite 200
Augtin, Te 8701

/
Dear Mrv-

This letter sets forth in full the agreement between DNC
Services Corporation/Demosratic National Committee ("DNC") and
the Texas Democratic Party concerning expenditures pursuant to 2
U.S.C. §44la(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. §44la(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 comnitted to make such expenditures itself.

EXHIBIT 1

430 South Capitol Street. S.E. Washingion. D C. 20003 (202) 86}-8000
Paid for by the Democrauc Nauonal Committee. Contributions 10 the Democratic National Committee
are not 1ax deductible as charitable contributions for Federal income tax purposes




Please eonfirn Your .lqrnncnt vith the tggoi‘nq by signing
. and returning two copies of this letter. A ¥

. Sincerely yours,

DNC szﬁ co
By:

AGREED:
TEXAS DEMOCRATIC PARTY
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Democratic National Committee
Paul G. Kirk, Jr.

Chairman .

September 23, 1988

Kon. Robert Slagle, Chairman
Texas Democratic Party

815 Brazos, Suite 200
Austin, Texas 78701

Dear Mr. Slagle:

Reference is made Lo that certain letter agreement dated
September 20, 1988, between DNC Services Corporation/Democratic
National Comnittee ("DNC") and the Texas Democratic Party (the
"Agreement"), concerning expenditures pursuant to 2 U.S.C.
§44la(d) in connection with the general election campaign of
¥ichael S. Dukakis for President of the United States and Lloyd
Bentsen for Vice President of the United States.

That Agreement is modified as follows: 1In paragraph 1, the
anount of "one-hundred-twenty-five thousand dollazs ($125,000)"
shell be amended to. read “"one-hundred-thirty-three-thousand

($133,000.00)."

All other terms and conditions of the Agreement shall rexain
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:
TEXAS DEMOCRATIC PARTY

EXHIBIT 2

430 South Capitol Street, S.E. Washingron. D.C. 20003 (202) 863-8000




Septezber 20, 1988

Ms. Harriett Yellin
Harriett Yellin, Ino.

1208 statler Office Building
Boston, Massachusetts 02116

Dear Ms. Yellin:

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

It is anticipated that the Democratic National Committee (the
"DNC") will transfer to us, through you as our agent, $§125,000
from its federal account, which ceontains 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.

Singeyely,
_ Robe lag
™ chairman
Texas Democratic rty

EXHIBIT 3
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Texas Democratic Party

Sepeémber 26, 1988

Ms. Harriett. Yellin
Harriett Yellin, Inc.

1205 Statler Office Buildin
Boston, Massachusetts 0211

Deer Ms. Yellin:

This lectter 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 Natiocnal Committee (the
"DNC") will transfer to us, through you as our agent, $8,000
from its federal account, which contains only funds raiseé 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.

Sincerzly,

Bob Slagle
Chairman
Texas Democratic

EXHIBIT 4

815 Brazos. Suite 200/ Austin, Texas 78701/(512) 478-8746 oS0
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BEFORE THE PFEDERAL ELECTION COMMISSION

In the Matter of

SENSITIVE

)
, )
Texas Democratic Party and ; MUR 2703

and Bob Slagle, as treasurer
GENERAL COUNSEL’S REPORT

I. BACKGROUND
Attached is a conciliation agreement which has been signed by

Bob Slagle, the treasurer of the Texas Democratic Party.




II. RECOMMENDATIONS

1. Accept the attached conciliation agreement with the
Texas Democratic Party and Bob Slagle, as treasurer.

e Close the file as to this respondent.

3. Approve the attached letter.

”

Attachments
l. Conciliation Agreement

Date

General Counsel

o N
2. Photocopy of civil penalty check

g 3. Letter to Respondent

n Staff Assigned: Frania Monarski

-

O
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. BEFORE THE FEDERAL ELECTION COMMISSION

.In the Matter of

MUR 2703
Texas Democratic Party and

and Bob Slagle, as treasurer

CERTIFICATION

I, Marjorie W. Emmons, 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.
Close the file as to this respondent.
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:

2/i /7 Lfdder Chrsbd

Date ZQ\ 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
WASHINGTON, 0 C 20463

February 8, 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:

On Februarr 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. § 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. § 437g(a)(4)(B). The enclosed conciliation agreement,
however, will become a part of the public record.




™

Harold D. Hammett
Page 2

The Commission reminds you that the confidentiality
provisions of 2 U.8.C. §§ 437g(a)(4)(B) and 437g(a)(12)(A) remain
in effect until the entire matter has been closed. The
Commission will notify you when the entire file has been closed.

Enclosed you will find a copy of the fully executed
conciliation agreement for your files. If you have any
questions, please contact Frania Monarski, the attorney assigned

to this matter, at (202) 376-8200.

Sincerely,

Lawrence M. Noble

;//// General Counsel

Enclosure
Conciliation Agreement
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BEFORE THE FEDERAL ELECTION CONNISSION

In the-Matter of
MUR 2703

Texas Democratic Party and
Bob Slagle, as treasurer

CONCILIATION AGREENENT

VP e P

This matter was initiated by a signed, sworn, and notarized
complaint by the Republican Party of Texas and Fred Meyer, as
Chairman. The Federal Election Commiesion ("Commission") found
reason to believe that the Texas Democratic Party and Bob Slagle,
as treasurer, ("Respondents”) violated 2 U.S5.C. § 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:

I. The Commission has jurisdi-:ion over the Respondents and
the subject matter of this procee.i..g, and this agreement has the
effect of an agreement entered pursuant to 2 U.S.C.

§ 437g(a)(4)(A)(1).

I11. Respondents have had a reasonable opportunity to
demonstrate that no action should be taken in thisg matter.

I1I1. 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. § 431(4).
2. Bob Slagle is the treasurer of the Texas Democratic

Party.

3. Pursuant to 2 U.S.C. § 44la(d)(2), a national party

T e e R
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committes may make certain limited "coordinsted party’
expendttures in connection with the general election cempaign 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. Commisgion 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

expenditures. See FEC v. Democratic Senatorial Campaign

Committee, 454 U.S. 27 (1981).

4, Pursuant to 2 U,.S85.C. § 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 Rekpondents 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 bty the DNC




as in-kind contributions from the DNC and as coordinated party
expenditures. Because the DNC funds which 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. § 434(b), interpreted as described in Section 1V,
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. § 437g(a)(5)(A).

VII. The Commission, on request of anyone filing a
complaint under 2 U.S.C. § 437g(a)(l) concerning the matters at
issue herein or on its own motion, may review compliance with
this agreement. 1If 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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Xe Thie Conciliation Agreement conztitutes

agreement between the parties on the matiers sacbuw auestal, ono

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.

FOR THE COMMISSION:

General Counsel

FOR THE RESPONDENTS:

(Position)
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BEFORE THE PEDERAL ELECTION C :as:ou SEN'HVE
In the Matter of uv 1 1990

DNC Services Corporation/Democratic MUR 2703
National Committee and Robert

A. Farmer, as treasurer EXECUTIVE SESSION

GENERAL 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.
§§ 434(b) and 441d in connection with television advertisements
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

1 on July 18, 1989, the

request pre-probable cause conciliation.
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
response 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. § 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.




the purpose of influencing a federal election. 2 U.S8.C.
§ 431(8)(A) and 2 U.S.C. § 431(9)(A). Multicandidate 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.S5.C. § 44la(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. § 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. § 44la(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 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. § 44la(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. § 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. § 110.7(a)(5). For the 1988 general election, the

coordinated party expenditure limit for the DNC on behalf of the
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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. § 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.

§ 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. § 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.5.C. § 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 44la(d) authority to the Texas
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Democratic Party to pay for the cost of the advertisements. 1In 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. § 441l1la(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. 1In 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....” 1In 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 DNC would transfer an additional $8,000 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
September 23, 1988 from the DNC for the purchase of air time and
television production. Moreover, on its Schedule F, 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 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
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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.S5.C. § 432(h). The DNC reported

the expenditures as in-kind contributioms 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
should have reported the expenditures as coordinated party
expenditures pursuant to 2 U.S.C. § 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
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 ccmmittee 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 DNC asserts that there is no
distinction between the two instances described above because in
both cases, the advertisements were permitted only by 2 U.S8.C.
§ 441a(d) and were paid for with funds from the national party.
Furthermore, the DNC 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 arques that if the Texas Democratic Party was empowered
to receive funds from the DNC to pay for the advertisements in
guestion, then its agent, Yellin Media, was equally authorized to
do so on its behalf.

The Commission’'s interpretation of the Act and Regulations




require that if a national party committee intends to designate a

state party committee at 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. 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. 1In 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
2

O funds already on deposit with Yellin Media. 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.

§ 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

2 U.S.C. § 441d. The television advertisements in

committee.

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 PFarty 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.
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question stated that they were paid for by the Texas Democratic

Party. As discussed above, however, 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
authorized by the Dukakis/Bentsen Committee, Inc. This Office
notes that it is irrelevant whether the DNC controlled or even
knew of the contents of these advertisements because the
disclaimer requirement focuses on who paid for the advertisements
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 arques 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. §§ 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 4414 of the Act, however, does not include an
exception for party committees. Moreover, the Commission, by
requlation, 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 :o
believe that the DNC Services Corporation/Democratic National
Committee and Robert A. Farmer, as treasurer, violated 2 U.S.C.
§ 441d by failing to include the appropriate disclaimer on the
television advertisements in question.

III. DISCUSSION OF CONCILIATION AND CIVIL PENALTY




IV. RECOMMENDATIONS

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. §§ 434(b) and 441d.

2. Approve the attached conciliation agreement and letter.

‘Z////fa

Date [7 [ v
General Counsel
Attachments:
1. Conciliation Agreement
2. Letter

Staff assigned: Frania Monarski




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of
MUR 2703

DNC Services Corporation/Democratic
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
vote of 5-0 to take the following actions in MUR 2703:

3 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. §§ 434(b)
and 441d.

Approve the conciliation agreement and

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:

- ) /’3
P .
H-24-90 ores. D Loppl ene
Date Marjorie W. Emmons
Sectetary of the Commission
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FEDERAL ELECTION COMMISSION

WASHINGTON, D C 20463
April 30, 1990

Christine Vvarney, Esqg.
Democratic National Committee
430 Ssouth Capitol Street, S.E.
Washington, D.C. 20003

MUR 2703

DNC Services Corporation/
Democratic National
Committee and Robert

A, Farmer, as treasurer

Dear Ms. Varney:

Oon April 24, 1990, the Federal Election Commission found that
there is probable cause to believe your clients, the DNC Services
Corporation/Democratic National Committee and Robert A. Farmer,
as treasurer, violated 2 U.S.C. §§ 434(b) and 441d, provisions of
the Federal Election Campaign Act of 1971, as amended, in
connection with television advertisements in support of the
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

I1f you have any questions or suggestions for changes in the
enclosed conciliation agreement, or if you wish to arrange a
meeting in connection with a mutually satisfactory conciliation
agreement, please contact Frania Monarski, the attorney assigned
to this matter, at (202) 376-8200.

Since

awrence M. Noble
General Counsel

Enclosure
Conciliation Agreement
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BEFORE THE 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,




II. RECOMMENDATIONS

o Accept the attached conciliation agreement with the DNC
Services Corporation/Democratic National Committee and Robert
A. Farmer, as treasurer.

25 Close the file.

3. Approve the appropriate letters.

2 /zi/ 70

Date

j _ Lawrence
{ 5 General Counsel

Attachments
1. Conciliation Agreement

Staff Assigned: Frania Monarski




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of
DNC Services Corporation/Democratic MUR 2703

National Committee and Robert
A. Farmer, as treasurer.

CERTIFICATION

I, Marjorie W. Emmons, 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.

Close the file.

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:

M .
Date arjorie 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.

dr




FEDERAL ELECTION COMMISSION
WASHINGTON, D C 20463

August 30, 1990

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Fred Meyer, Chairman
Republican Party of Texas
211 E. 7th Street

Suite 620

Austin, TX 73701

MUR 2703

Dear Mr. Meyer:

This is in reference to the complaint you filed with the
Federal Election Commission on September 26, 1988, concerning
television advertisements by the Texas Democratic Party and the
Democratic National Committee promoting the Democratic
Presidential Ticket.

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.
§ 434(b), a provision of the Federal Election Campaign Act of
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.
§§ 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 contact Frania Monarski,
the attorney assigned to this matter, at (202) 376-8200.

Sincerely,

rence M. Noble
General Counsel

Enclosures igg'
Conciliation Agreemenes
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FEDERAL ELECTION COMMISSION
WASHINGTON. 1D C 20461 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.

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

. /."'Lawrence M. Noble
(Lr General Counsel




FEDERAL ELECTION COMMISSION ' t

WASHINGTON, D C 20463

August 30, 1990

Christine A. Varney, Esq.
Democratic National Committee
430 South Capitol Street, S.E.
Washington, D.C. 20003

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.

§§ 434(%: and 441, provisions of the Federal Election Campaign

Act of ."71, 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. 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.

§ 437g(a)(4)(B). The enclosed conciliation agreement, however,
will become a part of the public record.




Christine A. Varney, Esqg.
Page 2

Enclosed you will find a copy of the fully executed
conciliation agreement for your files. If you have any
questions, please contact Frania Monarski, the attorney assigned
to this matter, at (202) 376-8200.

SinCQ’fﬁYr

Lawrence M. Noble
General Counsel

Enclosure
Conciliation Agreement
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

DNC Services Corporation/Democratic MUR 2703

National Committee and Robert
A. Farmer, as treasurer

CONCILIATION AGREEMENT

P P N =P

This matter was initiated by a signed, sworn, and notarizeg gg

complaint by the Republican Party of Texas and Fred Meyer, as §§ ﬁ?f
Chairman. An investigation was conducted, and the Federal «@ tgg
Election Commission ("Commission") found probable cause to ;n:g ‘§§

oy believe that the DNC Services Corporation/Democratic National Eé §§§

~ Committee and Robert A. Farmer, as treasurer ("Respondents") ~2

N violated 2 U.S.C. §§ 434(b) and 441d.

== NOW, THEREFORE, the Commission and the Respondents, having

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

£ § 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.

-~ I1. 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. § 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. § 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. § 441a(d). Pursuant to 2 U.S.C. § 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. § 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. § 44la(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. § 441a(d). 1In 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. § 441la(d)
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e
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. § 44la(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
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
misreported the payments for television advertisements in
opposition to George Bush as in-kind contributions to the Texas
Democratic Party in violation of 2 U.S.C. § 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. § 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. § 437g(a)(5)(Aa).

VII. The Commission, on request of anyone filing a complaint




0]

)

0

J 4 0 5

%

SR

under 2 U.S.C. § 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 have executed same and the Commission has
approved the entire agreement.

IX. Respondents shall have no more than thirty (30) days
from the date this agreement becomes effective to comply with and
implement the requirements contained in this agreement and to so
notify the Commission.

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.

FOR THE COMMISSION:

’///w/ ?/??/fn

awrence M. Noble Dat
General Counsel

FOR THE RESPONDENTS:

Mhsnadin, 1. Vs 3-4- 50

(Name) Date
(Position)




FEDERAL ELECTION COMMISSION
WASHINGION, O C 2048}
. September 11, 1990

Scott Blake Harris, Esq.
Williams & Connolly

839 17th Street, N.W.
Washington, D.C. 20006

< MUR 2703

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

Dear Mr. Harris:
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.

J

J 40

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

Sincerely,

M o ble( 5?02‘

Lawrence M. Noble
General Counsel

cc: Jonathan B. Sallet, Esq.

Miller, Cassidy, Larocca & Lewin
2555 M Street, N.W.

Washington, D.C. 20037
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FEDERAL ELECTION COMMISSION

WASHINGTON, D0 20463

THE FOLLOWING DOCUMENTATION IS ADDED TO

7
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THE PUBLIC RECORD IN CLOSED MUR X /(3 .
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HOG A N & H A RTSON 6701 ROCKLEDGE DRIVE
BETHESDA, MARYLAND 208!
301,/493-0030

COLUMBIA SQUARE M SOUTH CALVERT STRE:"
555 THIRTEENTH STREET NW BARRMORELMARYLAND 2122

301/659 -2700
WASHINGTON, DC 20004 -1109

8300 GREENSBORO DRIVE
MOLEAN, VIRGINIA 22102
703/848 - 2800

202/637-5600

WRITER'S DIRECT DIAL NUMBCR

202/637-6460

o IS
o I8
o T
O .
October 25, 1990 ;3
c
HAND DELIVER = 58
. W
. Ms. Frania Monarski o i
-3 Federal Electi:-n Commission o a2
O Y 999 E Street,’ ¥.W. 2

Thoom 657
— v “hington, D.cC.

f— AN

. Re: MUR_2703 DNC Services Corporation

Dear Irania:

Enclosed is the Democratic National Committee's check
for $2,500.00 in acccrdance with the signed conciliation
agreement for the above referenced matter.

O

- With submissiocn of the enclosed check we will consider
the matter r<solved and closed. Please let me know 1f there are

D any outstand:ing issues.

Thans vou for your assistance on this matter.

Sincerely,

]

/ |
| , ,‘
A

Christine A. Varney

CAV:clc

cc: Ursula Culver

Enclosure

3204V

CABLE: =~CGANDER WASHINGTON''« TELEX 248370 {RCA), B92757 (WU) e FACSIMILE: 202 /637-5010« EASYLINK: 62776734




FEDERAL ELECTION COMMISSION

WASHINCTON, D C. 20463

Nt N 1660

. TWO WAY MEMORANDUM

\

N
\\TO: Fabrae Brunson

N\ 0GC, Docket

F?\M: Philomena Brooksgg‘

Accounting Technician

\ . .
SUBJE%: Account Determination for Funds Received

\
— \ We ‘ecently received a check from‘3>.N-<L . Service—
(;grpcnrng } , check number 30530 , dated
— NEEGTR , and in the amount of $ _Q,500.00 .
- Attached [t = copy of the check and any correspondence that
was forwarcds:. Please indicate below the account into which

it should be =sposited, and the MUR number and name.

TO: Philome: s Brooks
'®) Accounti:: Technician
< FROM: Fabrae Brur:on '
OGC, Dockex
—
~ In reference to the =iove check in the amount of
§ U " , the MUR numbe: s 7 T ™= and in the name of
= e - .
o e e oy ... . Tlwme account into
which 1t should be depositec .: indicated below:

Budget Clearing Acz-.nt (0GC), 95F3875.16
Civil Penalties AccOL?i, 95-1099.-50

ot er: W

‘
- - g W y

Signature
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D.N.C. SERVICES CORPORATION SOVRAN® wwomer 30530
GENERAL FUND _BANK  yasminaTow, D.C. 20008 ‘
430 SOUTH CAPITOL STREET, S.E. DCNATIONAL oL 22 9Q

WASHINGTON, D.C. 20003 oCt. 22 19 90

15-120/540 D 01§

Lol FOR LA (I T LT T ] T
fony ! |
"’ "-l:" f} lll ‘ll‘klll‘ '||m|' I'm,ll '!.- ol

i
DoLLARS $2,500.00 |
9

r. » o - -
Federal Election Commission ‘
s 999 E Street, N.W.
ORDER ' Washington, DC

0420

1*0305300 10540 Lig

CETACH AND RETAIN THIS STATEMENT
THE ATTACHED CHECK 1S 'N PAYMENT OF ITEMS DESCRIBED BELOW

D.N.C. SERVICES CORPORATION IF NOT CORRECT PLEASE NOTIFY US PAROMPTLY ~NO RECEIFT DESIRED.
DELUXE - FORM WVCP-3 V-7

B ML 703,

0 >
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