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BEFORE THE FEDERAL ELECTION COMMISSION

OF THE UNITED STATES OF AMERICA

Complaint: Violations of 2 U.S.C. § 441a(b), and 11 CFR 25
§§ 9003.1, 9038.2(b) (4) and 9032.9(a) (2)

Respondent: Bush-Quayle ‘92 Primary Committee, Inc.

0E W 26

Complainant: Democratic National Committee \\EE =
MR 241 "
2

"]
INTRODUCTION -
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The Democratic National Committee ("DNC") hereby brings this
complaint against the Bush-Quayle ‘92 Primary Committee, Inc.
("Bush—Quayle Primary Committee") for actual and impending viola-
tions of the Federal Election Campaign Act of 1971, as amended
("FECA"), including 26 U.S.C. § 9030 et seqg. and the Federal Elec-
tion Commission ("FEC") regulations, by reason of the Bush-Quayle
Primary Committee’s unlawful use of a reported $7 million in
surplus presidential primary funds for purposes clearly intended
to influence the general presidential election.

More particularly, the Bush-Quayle Primary Committee has paid for
a general election related full-page advertisement entitled "AN
OPEN LETTER TO EVERY PEROT SUPPORTER IN AMERICA"™, which was signed
personally by "George Bush" and was published in the July 29, 1992
edition of USA Today. That ad, according to a news article in the
same edition of USA Today, also appeared in numerous other
newspapers around the country. 1In addition, according to several
press reports, on August 3, 1992, the Bush-Quayle Primary Commit-
tee will initiate a national television advertising campaign that
is also general election related, but unlawfully will be paid for
out of the $7 million in surplus primary election funds.

The DNC asserts that such expenditures violate 11 CFR §§
9038.2(b) (4) and 9032.9(a)(2). In addition, these expenditures
violate 2 U.S.C. § 44la(b) and 11 CFR § 9003.1 because they are an
impermissible attempt by the Bush-Quayle presidential campaign (i)
to supplement the $55.24 million taxpayer grant which it will
receive, and (ii) to circumvent the related spending limitations
and other restrictions attached to that grant.

For the reasons discussed more fully below, the DNC respectfully
requests that the FEC initiate an expeditious investigation of
these matters and that the FEC:

(a) make a finding that the Bush-~Quayle Primary Committee’s
expenditures of funds, both as described herein and in any other
similar situations which may come to the FEC’s attention, violate
the FECA and the FEC'’s regulations, and




(b) order that the Bush-Quayle presidential campaign, from
its $55.24 million federal taxpayer grant, repay to the Bush-
Quayle Primary Committee all funds improperly expended by the
Bush-Quayle Primary Committee for general election activities, and

(c) order that the Bush-Quayle Primary Committee fully repay
to the federal treasury and dcnate to charity or use for other
lawful purposes all surplus primary election funds, and

(d) if necessary, seek injunctive relief authorized by 26
U.S.C. § 9010(c) to prevent the Bush-Quayle Primary Committee and/
or the Bush-Quayle presidential campaign from further violations
of the FECA and the FEC’s regulations, as described herein.

STATEMENT OF FACTS

At page 8B of the July 29, 1992 edition of USA Today, a full-
page advertisement appears which is entitled “"AN OPEN LETTER
TO EVERY PEROT SUPPORTER IN AMERICA."™ Appearing at the end
of the ad is the personal signature of "George Bush”". Also
appearing at the bottom of the page is the notation "Paid for
by Bush-Quayle ‘92 Primary Committee, Inc.™ Exhibit 1
hereto.

The aforementioned ad clearly is directed at influencing vot-
ers in the general presidential election in that it reads, in
part, ™. . . in these days following [Perot‘s] withdrawal,
I’'m asking for your vote. Give me a chance to earn it. Over
the next few months, study the two remaining candidates.
Study our positions on issues like welfare reform. Fighting
crime and drugs. Upholding family values. Creating jobs and
balancing the budget. Then study what we say we will do. And
what we’ve already done."

At page 1A of the July 29, 1992 edition of USA Today, an
article appears which reports that the aforementioned ad and
others published "-- in fewer than 10 newspapers, including
USA TODAY -- are part of the campaign’s aggressive pursuit of
Perot backers and appear as Perot’s state leaders meet today
in Dallas. . . Bush’s TV ads debut Monday on CNN and local
stations in key states such as California, Texas and Ohio."
Exhibit 2 hereto.

In the July 27, 1992 edition of Newsday, at page 15 of the
News Section, an official of the Bush-Quayle campaign is
reported as stating that the campaign "has up to $5 million
left from the primary season that could be used for televi-
sion ads". Exhibit 3 hereto.




According to the same Newsday article, the Bush-Quayle
Primary Committee "has a tentative deal to air a series of
30- and 60-second political ads starting Aug. 3 on Cable News
Network" ("CNN"), which has 46 million subscribers located
throughout the United States. The article clearly indicates
that these ads will be for general election purposes, stating
"In a year when cable already has played a major role in the
campaign, this deal raises the possibility of a first. In
the past, national political advertising campaigns have begun
on the major broadcast networks. Also, presidential ad

oy usually begin after the conventions." (Emphasis
added) .

An article in the July 29, 1992 edition of the Los Angeles
Times, at page A9, also reports on the impending Bush-Quayle
television advertising campaign. Exhibit 4 hereto. In
relevant part, that article states:

The new Bush ads, the maiden effort of the
Madison Avenue advertising group put together for
his fall campaign, are to run mostly on local
television stations and will be shown most
frequently in such key swing states as Illinois,
Ohio, Michigan, Pennsylvania, Missouri and
Wisconsin.

* * *

The Bush camp has roughly $7 million in
MWMMMMM
be spent after the GOP convention, and some advi-
sors argued that the money should finance a blitz
of negative ads attacking Clinton’s gubernatorial
record in Arkansas on economic and environmental

issues. [Emphasis added].

DISCUSSION

The FEC regulations mandate that presidential primary funds only
may be used "in connection with" the presidential candidate’s
"campaign for nomination."™ 11 CFR § 9032.9(a)(2). The regula-
tions further provide that if a presidential primary committee
does not expend all funds, it must return the portion that
represents federal matching funds to the federal treasury. As to
the remaining portion of a presidential primary committee‘s funds
which represent private contributions, those funds can be donated
to charity or used for other lawful purposes, which do not include
general election activities. 11 CFR § 9038.2(b) (4) .
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There can be no questicn but that the Bush-Quayle Primary Commit-
tee has violated these mandates by paying for the full-page
advertisement which appeared in the July 29, 1992 edition of USA
Today and in other newspapers throughout the United States. The
message of that ad clearly relates to the general presidential
election in that George Bush is asking for the "vote" of Perot
supporters. Because all of the Republican primaries have been
held, the only time Perot supporters could "vote" for George Bush
is in the general presidential election in November.

That ad also asks, "Over the next few months, study the remaining
two candidates." Both clauses clearly refer to the general elec-
tion, which will be held in just a "few months" from now. In ad-
dition, the reference to "the remaining two candidates" must mean
Bill Clinton and George Bush, because Bush’s only Republican
primary opponent, Patrick Buchanan, has suspended his campaign.

Likewise, the July 27, 1992 Newsday report on the national televi-
sion advertising campaign that the Bush-Quayle team will commence
on August 3, 1992, indicates that surplus primary funds will pay
for that advertising campaign. Although those ads have not yet
begun to run, the July 29, 1992 Los Angeles Times article
indicates that they are directed at influencing voters in the
general presidential election as "the maiden effort . . . put
together for [Bush’s] fall campaign”. In addition, that article
reports that the "Bush campaign has roughly $7 million in surplus
primary campaign funds that cannot legally be spent after the GOP
convention."

The FEC requlations also provide that the presidential nominee of
a major party may voluntarily agree to accept a taxpayer grant of
$55.24 million in federal funds for use in the general election,
provided the nominee adheres to the spending limits and other
restrictions set forth in the candidate agreement. See 11 C.F.R.
§§ 9003.1 and 9004.1. Assuming that Bush and Quayle each will
execute a candidate agreement and will receive their taxpayer
grant, the expenditure of Bush-Quayle Primary Committee funds on
the USA Today (and other newspaper) ads and on the impending
television commercials will permit the Bush-Quayle campaign to
supplement the federal grant and to circumvent the related spend-
ing limitations.

CONCLUSION

Based upon the facts as known, the DNC has reason to believe that
the Bush-Quayle Primary Committee has engaged in a massive viola-
tion of the FECA and FEC regulations by using $7 million in
surplus primary contributions to pay for general election
expenditures. Moreover, based upon published reports, the DNC has
reason to believe that the Bush-Quayle Primary Committee will




continue to commit similar wviolations of the FECA and FEC regula-

tions.

In order to remedy what will be the largest spending violations in
the history of our nation’s election laws and to maintain the
integrity of the entire presidential election process, the DNC
respectfully asks that the FEC provide the relief previously

requested in this complaint.

Respectfully submitited,

Carol C. Daxr

General Counsel

Democratic National Committee
430 S. Capitol Street, S.E.
Washington, D.C. 20003

(202) 863-8B000

City of Washington )
District of Columbia )

Sworn tc and subscribed before me this

7 Y,
A |/
_1‘-&-2}‘ . frl-m—/

Nctary Public

day of July, 1992.




EXHIBIT 2

USA TODAY., WEDNESDAY, JuLY 29, 1992
(FRONT PAGE)

By Judy Keen
and Debbie Howilent
USA TODAY
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AN OPEN LETTER TO%;.
EVERY PEROT SUPPORT
IN AMERICA.

If you're a Perot supporter,

candidates. Study our
tions on issues" lll\ﬁ'

you've been part of one of the
most dramatic grassroots
movements America has

ever seen —volunteers

energized as never
before.
During the past

several months, Koss

of American people.

His message has reached |

many receptive ears.
And his recent decision
“not to run has left a%oid.
That's why in these days
following his withdrawal, I'm
asking for your vote. Give me
the chance to eamn it.
Ower the next few months,
studyv the two remaining

; dll

fare reform. Fighting c .

and drugs.

1 nen <tuclv what

Perot has clearly touche'xe say we willdo. And
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- what we've really dones.goe-z |
After all, as"aPerbt. :
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working Americ: mi&t-
government. K e
Stay involved. LLt Vour'
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President’s Television Ads to Spotlight the Positive

= Republicans: The commmercinls will show the President discussing
foremn policy and leadershup, instend of sttacking Cliston.
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FEDERAL ELECTION COMMISSION

WASHINCTION D€ 2048)

Carocl C. Darr, Esquire
Democratic
130 5. Capitol

Washington, DC

Street, SE

20003

Dear Ms. Darr:
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as amended

National Committee

MUR 3571

on July 30, 1992, of your
1s of the Federal Election
‘:ﬁe Act"), by Bush-Quayle 92
Stanley Huckaby, as treasurer.
i of this complaint within five

as the Federal Election
your complaint. Should you
on in this matter, please
seneral Counsel. Such
same manner as the original
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FEDERAL ELECTION COMMISSION

WASHINGTON DO 204865

August 4, 1992

J. Stanley Huckaby, Treasurer
Bush-Quayle 92 Primary Committee, Inc.
228 5. Washington Street

Suite 200

Alexandria, Virginia 22314

MUR 3571

Dear Mr. Huckaby:

The Federal Election Commission received a complaint which
indicates that the Bush-Quayle 92 Primary Committee, Inc.
("Committee"™) and you, as treasurer, may have violated the
Federal Election Campaign Act of 1971, as amended ("the Act”).
A copy of the complaint is enclosed. We have numbered this
matter MUR 3571. Please refer to this number in all future
correspondence.

Under the Act, you have pportunity to demonstrate in
writing that no action should b aken against the Committee and
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emain confidential in accordance with
2 U.s.C. 137+ (4) and § 437g(a)(1l2)(A) unless you notify
the Commi in w ng that you wish the matter to be made
public. you intend to be represented by counsel in this
matter, [ \ e =i “ommission by completing the enclosed
form stating the name, address and telephone number of such
counsel, and authorizin SUC

notifications and other




J. Stanley Huckaby, Treasurer
Bush-Quayle ’92 Primary Committee, Inc.
Page 2

If you have any questions, please contact Jeffrey Long, the
staff member assigned to this matter, at (202) 219-3690. For
your information, we have enclosed a brief description of the
Commission’s procedures for handling complaints.

Rishel

t General Counsel
Enclosures

Complaint
Procedures
Designation of Counsel

-
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Joux J. SuLLvas
Derury Gessnal Counssl
202) e-T198

August 12, 1992

HAND DELIVERED

Jeffrey Long, Esq.

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

Re: MUR 3571 -- Bush - Quayle ‘92 Primary Committee, Inc. ©
and J. Stanley Huckaby, Treasurer

Dear Mr. Long:

This letter will confirm our agreement on a twenty-day
extension of time for Respondents to file a response to the
Complaint in the above-captioned matter.

Respondents received a copy of the Complaint by regular mail
on August 10, 1992. Under 11 C.F.R. § 111.6(a), Respondents have
until August 25, 1992 to file a response. Because the
individuals who will be involved in drafting a response to the
Complaint will be out of town at the Republican National
Convention, which is in Houston, Texas during the week of August
17th, Respondents find it necessary to secure an extra twenty
days within which to respond.

A twenty-day extension makes the response due on September
14, 1992 Respondents will file their response on or before that

date.

Thank you for your cooperation in this matter.

Sincerel

Jehn J. Sullivan
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FEDERAL ELECTION COMMISSION

WASHINGTON. D C 204613 E
August 12, 1992
MEMORANDUM
TO: The Commission
FROM: Lawrence M. Noble

General Counsel

BY: Lois G. Lerner 4{0’

Associate General Counsel

SUBJECT: MUR 3571
Bush/Quayle '92 Primary Committee, Inc.

BACKGROUND

On July 30, 1992, the Democratic National Committee ("DNC")
filed a complaint against Bush/Quayle "92 Primary Committee, Inc.
("Bush/Quayle” or "Primary Committee™) in which it alleged that
Bush/Quayle had violated several provisions of the Federal
Election Campaign Act of 1971, as amended ("the Act") and the
Presidential Election Campaign Fund Act ("Fund Act™) and the
Presidential Primary Matching Payment Account Act {"Matching
Payment Act"). Specifically, the complaint alleges that
Bush/Quayle is using surplus primary campaign funds to influence
the general election. They refer to a full-page ad that appeared
in the July 29, 1992, issue of USA Today addressed to Ross Perot

supports and press reports for a planned national television
advertising program.

The DNC asks for an expeditious investigation and a finding
of the alleged violations with an order to have the General
Election Committee repay the Primary Committee for the expended
funds and to make a repayment to the treasury or charity of its
surplus primary funds and, if necessary, to seek injunctive relief

-

under 26 U.S.C. § 9010(c) to prevent further violations.

LEGAL AND FACTUAL ANALYSIS

The Commission is empowered to initiate a civil suit for
injunctive relief if it is unable to correct or prevent a
U.S.C. §§ 437d(a)(6) and 437g(a)(6). 1In
ovides that the Commission is authorized
y or injunctive relief "concerning any civil

violation of the Act. 2
addition, the Fund Act pr
to seek any declarator
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matter covered by the provisions of this subtitle or section
6096." The procedure for pursuing that immediate remedy is
problematic since the Commission must normally wait 15 days before
it takes action on a complaint. 2 U.S.C. § 437g(a)(l).

In considering whether injunctive relief should be sought,
the Commission has used the criteria for obtaining a preliminarcy
injunction as the appropriate standard. This standard examines
the requested relief in these terms:

{l1) whether there is a substantial likelihood that a
violation of the Act has or is about to cccur;

(2) whether the failure by the Commission to obtain an
injunction will result in irreparable harm to the
complainant or some other party;

(3) whether the injunctive relief will not result in undue
harm or prejudice to the interests of other persons; and

(4) whether the public interest would be served by such
injunctive relief.

DISCUSSION

The DNC first refers to the full-page ad in the July 29 issue
of USA Today entitled "AN OPEN LETTER TO EVERY PEROT SUPPORTER IN
AMERICA"™ and signed by President Bush with a disclaimer stating it
was paid for by the Primary Committee. The DNC alleges that the
content of the ad is directed to the general election campaign and
guotes language such as this:

Over the next few months, study the two remaining
candidates. Study our positions on issues like welfare
reform. Fighting crime and drugs. Upholding family
values. Creating jobs and balancing the budget. Then

study what we say we will do. Any what we’ve already
done.

The DNC also refers to an article that appeared in the same issue
of USA Today that reports that similar ads were published in fewer

than 10 newspapers as part of the Bush/Quayle campaign’s pursuit
of Perot supporters.

The DNC also refers to a news report in Newsday on July 27,
1992, that reported a Bush/Quayle official as saying the committee
had $5 million left over from the primary season to be used for
television ads. The DNC further says that the article reported
the Bush/Quayle campaign had tentative plans to aid commercials
starting August 3 on the Cable News Network ("CNN"). The DNC then
alleges that use launching of national advertising on CNN is a
first, where presidential campaign usually started with the major
networks and alleging that national advertising usually does not




-3=
begin until after the conventions. The DNC alsc refers to a
July 29, 1992, Los Angeles Times article that reports the
television advertising campaign will run mostly on local
television stations in key swing states and will be the "maiden”
effort of the advertising team put together for the fall campaign.
The article also reports that some unnamed advisors have urged the
campaign to use the leftover primary funds to finance a negative
blitz attacking Clinton’s record in Arkansas.

The DNC argues that this alleged use of primary campaign
funds will violate the Commission’s regulations that provide that
presidential primary funds can only be used in connection with the
campaign for nomination and that surplus funds must be returned to
the treasury, donated to a charity, or used for other lawful
purposes pursuant to Commission regulations. The DNC posits that
no other reasonable interpretation of the subject ads can be made.
The DNC also contends that further violations will occur if the
General Election Committee accepts public funds in that the use of
primary funds will cause the General Election Committee to
circumvent the limitations.

A preliminary review indicates that whether a substantial
violation of the Act has occurred will require a more complete
response from all of the respondents and further analysis. An
investigation to ascertain the key facts may also be necessary.
Thus, based on the information as it presently appears to be, it
is difficult to say that the first requirement for injunctive
relief is met. We also do not believe the other three criteria
for seeking injunctive relief are met here. We do not believe the
failure to seek such relief will result in irreparable harm to the
complainant or other parties. Conversely, we do conclude that to
seek injunctive relief would seriously harm or prejudice the
interests of the Respondents and would not serve the public
interest in that it would cause turmoil and disruption in the 1992
presidential election and would inject the Commission into the
process.

Finally, with regard to the request for an expeditious
investigation, we recommend that the Commission proceed as it
would with any other enforcement matter. After the respondents
have been given the statutory 15 days to respond to the complaint
or have actually responded to it, this Office will prepare a
report to the Commission making appropriate recommendations. This
Office is, however, prepared to move forward with its report
without undue delay as it is attempting to do with all complaint
generated matters.
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RECOMMENDATIONS

1. Decline at this time to seek injunctive relief.

b Approve the appropriate letters.

Attachment
Complaint

Staff assigned: George F. Rishel
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

Bush/Quayle 92 Primary MUR 3571
Committee, Inc.

CERTIFICATICN

I, Marjorie W. Emmons, Secretary of the Federal Election
Commission, do hereby certify that on August 17, 1992, the
Commission decided by a vote of 6-0 to take the following
actions in MUR 3571:

1. Decline at this time to seek
injunctive relief.
Approve the appropriate letters,
as recommended in the General

Counsel’s Memorandum dated
August 12, 1992.

Commissioners Aikens, Elliott, McDonald, McGarry, Potter

and Thomas voted affirmatively for the decision.

Attest:

M\

M ¥ . /
S-11-9@2 _MALM_MM_
Date { AL Marjorie W. Emmons

|/ Secretary of the Commission

Received in the Secretariat: Wed., August 10:14
Circulated to the Commission: Wed., August ' 992 11:00
Deadline for vote: Mon., August 17, 199 4:00

dr




FEDERAL ELECTION COMMISSION

WASHINCTON, DC 20453

August 19, 1992

Carol C. Darr, General Counsel
Democratic National Committee
430 5. Capitol Street, S.E.
washington, D.C. 20003

RE: MUR 3571
Dear Ms. Darr:

On July 30, 1992, the Federal Election Commission received
your letter alleging that Bush/Quayle ’'92 Primary Committee, Inc.
("Bush/Quayle") violated the Federal Election Campaign Act of
1971, as amended, the Presidential Election Campaign Fund Act, and
the Presidential Primary Matching Payment Account Act.

Your letter seeks injunctive relief to prevent Bush/Quayle
from continuing to engage in the allegedly improper activity. At
this time there is insufficient evidence to warrant the
Commission’s seeking such relief. Accordingly, the Commission has
decided to deny your reguest at this juncture. The Commission
will notify you at such time wl the entire file is closed in
this matter.

If you have any gquestions, please contact Phillip Wise, the
attorney assigned to this matter, at (202) 219-3690.

Sincerely,

Lawrence M. Noble
General Counsel

Lols Lerner
Associate General Counsel




FEDERAL ELECTION COMMISSION

WASHINGTON. D C 20463

August 19, 1992

John J. Sullivan, Esquire
Bush/Quayle "92

1030 15th Street, N.W.
Washington, D.C. 20005

RE: MUR 3571

Bush/Quayle "92 Primary
Committee, Inc. and J. Stanley
Huckaby, as treasurer

Dear Mr. Sullivan:

On August 4, 1992, the Federal Election Commission notified
Bush/Quayle 92 Primary Committee, Inc. ("Committee") of a
complaint alleging that the Committee violated certain sections of
the Federal Campaign Act of 1971, as amended, the Presidential
Election Campaign Fund Act, and the Presidential Primary Matching
Payment Account Act. A copy of the complaint was forwarded to the
Committee at that time.

The complainant seeks injunctive relief to prevent the
Committee from continuing to engage in allegedly improper
activity. At this time there is insufficient evidence to warrant
the Commission’s seeking such reli Accordingly, the Commission
has decided to deny the complainant’s request for injunctive
relief at this juncture. The Commission will nonetheless proceed
with the processing of the complaint pursuant to 2 U.S.C,

§ 437g(a).

If you have any further gquestions, please contact Phillip
Wise, the attorney assigned to this matter, at (202) 219-3690.

Sincerely,

Lawrence M. Noble
seneral Counsel
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September 14, 1992

VIA HAND DELIVERY

Lawrence M. Noble, Esquire
General Counsel

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

Re: MUR 3571 -- Bush - Quayle 792
Primary Committee, Inc. and
J. Stanley Huckaby, Treasurer

Dear Mr. Noble:

This letter constitutes my Response and the Response
Bush - Quayle ’92 Primary Committee, Inc. ("Bush-Quayle 92")
(collectively "Respondents™) to the Complaint filed with the
Federal Election Commission ("FEC” or the "Commission") by the
Democratic National Committee ("Complainant™ or the "DNC"™) on
July 30, 1992. Respondents received the Complaint on August 10,
1992. By agreement with the staff of your office, Respondents’
deadline for filing a Response to the Complaint was extended to
September 14, 1992. See Letter from John J. Sullivan, Deputy
General Counsel of Bush-Quayle 92, to Jeffrey Long, Federal
Election Commission, dated August 12, 1992 (copy attached as
Exhibit A).

Relying primarily on newspaper articles while ignoring
both clear Commission precedent and logic, the Complaint alleges
that advertising by Bush-Quayle 92 in the weeks prior to the
Republican National Convention violated the federal election
laws. The Complainant contends that these expenditures must be
considered general election expenditures -- and thus an improper
use of primary funds that counts against the general election
expenditure limit -- simply because President Bush appeared at
the time of the expenditures to have a sufficient number of
committed delegates to "clinch" the Republican Party’s nomination
for President.

Although a more expansive argument follows (pages 4-9),
ment’s reflection is reguired to dismiss these claims.
ommission (but apparently not Complainant) well knows,
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FEC regulations make clear that the "matching payment period"
ends and the general election period begins on "the date on which
the party nominates its candidate.”™ 11 C.F.R. § 9032.6(a). That
date for President Bush (August 20, 1992) occurred after all the
advertisements in gquestion had run. Further, the Commission has
previously ruled that an advertisement run in both the primary
and general election periods -- with no change in content -- can
be aired as a primary expenditure before the convention, and as a
general expenditure after the convention, with production costs
allocated between the two campaign committees based on usage.

See Federal Election Commission, Report of the Audit Division on
Reagan-Bush ‘84, July 1986, at 12-17 (copy attached as Exhibit
B). Finally, if all expenditures incurred after a candidate
obtains enough delegate commitments to clinch his party’s
nomination are deemed "general election expenses," the
regulations would have the draconian effect of halting all
campaign activity from the date the nomination is "clinched™ to
the date of nomination. This is true because the candidate would
be unable to spend primary funds, and would not qualify for
general election funds until after the nomination. Even if
(contrary to fact) it were always easy to determine the date when
the nomination is clinched, this result would be both unprece-
dented and absurd. These reasons alone require rejection of the
Complaint.

ETATEMENT OF FACTS

President George Bush ran a vigorous campaign against
Patrick Buchanan for the Republican Party’s nomination for elec-
tion to the office of President of the United States. During the
course of this campaign for the Republican nomination, H. Ross
Perot announced that he might become an independent candidate for
President. Mr. Perot’s candidacy attracted a great deal of
public attention, and many voters who had traditionally voted for
the Republican presidential ticket expressed support for Mr.
Perot.

On July 16, 1992, during the final stage of the
campaign for the Republican presidential nomination, Mr. Perot
announced that he would not be a candidate for President. In
view of the considerable support Mr. Perot appeared to have
achieved among voters who traditionally support Republican candi-
dates, Bush-Quayle 92 ran an advertisement on July 29, 1992, in
selected newspapers, including USA Today, in which President Bush
asked for the support of those persons who had supported Mr.

(A copy of this advertisement, as it appeared in USA
v, Exhibit 1 to the Complaint.) Among the reasons for the
advertisement was the desire by Bush-Quayle 92 to strengthen the
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support for the President among Republicans who had earlier
expressed support for Mr. Perot, including those who might be
attending or watching the Republican National Convention.

In the subsequent weeks leading up to the Republican
Naticnal Convention, which was held from August 17-20, 1992, in
Houston, Texas, Bush-Quayle 92 ran four advertisements with
selected television broadcasters, including the Cable News
Network. Each advertisement consisted simply of footage of the
President talking about issues that he considers important to the
future of this country. In the first, he discussed the need for
change in government. (A copy of the script for this advertise-
ment is attached as Exhibit C; copies of the video tapes of each
of the four television advertisements are provided under separate
cover.) In the second, the President discussed the federal
deficit (Exhibit D). In the third, he discussed national secur-
ity (Exhibit E); and in the fourth, welfare reform (Exhibit F).

In large measure, these television advertisements were
intended to convey the President’s views on these important
issues to solidify his base of support, and to insure an uncon-
troversial nomination process at the Convention. The advertise-

ments did not mention any other candidates by name and did not
compare the President’s record with that of any other candidate.

The Complaint in this matter was filed on July 30,
1992, after the single newspaper advertisement by Bush-Quayle 92
ran on July 29, and before the four television advertisements
began running. Relying on three newspaper stories speculating on
the content of the Bush-Quayle 92 television advertisements,
Complainant made the unsubstantiated but eye-catching claim that
Bush-Quayle 92 was about to commit "what will be the largest
spending violations [sic) in the history of our nation’s election
laws." (Compl. at 5.) This same assertion appeared in the press
release that accompanied the Complaint when it was distributed to
the news media. (A copy of the DNC’s press release is attached
as Exhibit G.) Baseless histrionics aside, the Complaint alleges
that Respondents violated 11 C.F.R. § 9032.9(a) by incurring non-
qualified campaign expenses for pre-Convention advertising; and
that Respondents violated 11 C.F.R. §§ 9003.1-9004.1 by exceeding
the general election spending limitation in paying for these
advertisements.

Complainant requested, inter alia, that the President’s
general election campaign committee pay to Bush-Quayle 92 the
amount expended on the pre-Convention advertisements and that, if
necessary, the FEC pursue injunctive relief against any further
purported violations of the Federal Election Campaign Act of 1971

the egqulations of the FEC.
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The Democratic National Committee’s motivation for
filing this Complaint, undoubtedly at the instigation of Governor
Bill Clinton’s presidential campaign, is guite transparent. On
June 19, 1992, the Republican National Committee filed a com-
plaint with the Commission against Governor Clinton, the Clinton
for President Committee, and the DNC alleging, inter alia, that
the DNC had expended general election funds to help the Clinton
campaign raise primary election funds. Subsequently, the DNC
admitted error, and publicly committed to return all funds
raised. See The Washington Post, June 20, 1992, at All (Exhibit
H). We trust the Commission will assure these public commitments
are kept, as well as fashion other appropriate relief.

In view of the retaliatory motive for this Complaint, V
it should come as no surprise that it lacks merit. Indeed, on
August 20, 1992, Respondents received notice from the Commission
that it had denied Complainant’s request for injunctive relief.
See Letter from Lois G. Lerner, Associate General Counsel of the
FEC, to John J. Sullivan, Deputy General Counsel of Bush-Quayle
92, dated August 19, 1992 (copy attached as Exhibit J). The
Commission should likewise promptly dismiss the remaining
charges.

DISCUSSION

1. The Complaint fails to state a violation of any
statute or regulation. The Complaint identifies two purported
violations of federal election law. First, the Complaint alleges
that the expenditures by Bush-Quayle 92 for advertising before
the Republican National Convention were not "qualified campaign
expenses" payable out of primary funds because the expenditures
were not made "in connection with" President Bush’s “campaign for
nomination." 11 C.F.R. § 9032.9(a)(2). Second, the Complaint
charges that the pre-Convention advertising expenditures by Bush-

Just before the Complaint was filed, U.S. News & World Report
reported:

". . . Clinton never forgot a key lesson [from his
unsuccessful 1980 gubernatorial re-election campaign]:
Fight back -- and if you must, fight a little dirty. A
year after his 1980 defeat, he told an audience: ‘If
your opponent picks up a hammer, you need to pick up a
meat-ax and cut off his arm.’"

ld Report, July 20, 92 32 (emphasis added)




Lawrence M. Noble, Esqg.
September 14, 1992
Page 5

Quayle 92 will cause it to exceed the expenditure limit of $55.24
million imposed by 11 C.F.R. §§ 9003-9004. Neither allegation
nas any basis in federal election law.

a. The pre-Convention advertising expenditures
were qualified primary campaign expenses. The Presidential
Primary Matching Payment Account Act defines a "qualified
campaign expense" as any payment "incurred by a candidate, or by
his authorized committee, in connection with his campaign for
nomination for election, and . . . neither the incurring nor
payment of which constitutes a vioclation of any law of the United
States or of the State in which the expense is incurred or paid."
26 U.S.C. § 9032(9).

The Commission’s regulations implementing this statute
set forth a three-part test for qualified campaign expenses in
the primary period. First, the expense must be "[i]ncurred by or
on behalf of a candidate or his or her authorized committees from
the date the individual becomes a candidate through the last day
of the candidate’s eligibility as determined under 11 C.F.R.

§ 9033.5." 11 C.F.R. § 9032.9(a)(1). Second, the expense must
be made "in connection with [the candidate’s) campaign for nomi-
nation." 11 C.F.R. § 9032.9(a)(2). Third, neither the
incurrence nor payment of the expense may violate any state or
federal law. 11 C.F.R. § 9032.9(a)(3).

The advertising expenses challenged by Complainant meet
this test for qualified primary campaign expenses. First,
President Bush’s eligibility as a primary candidate ended on
August 20, 1992, the date the Republican Party nominated him as
its candidate for President. See 11 C.F.R. §§ 9033.5 and
9032.6(a). The advertisements at issue in this matter were
produced and run before the nomination. Thus, the expenditures
for these advertisements were made while the President was an
eligible candidate for the Republican presidential nomination.
Second, there is no suggestion in the Complaint that these
expenditures violated any law. Finally, the expenditures were
made "in connection with" the President’s "campaign for nomi-
nation." Neither the statute nor the regulations of the FEC
impose any obligation on a candidate other than the requirement
that an expense must be made "in connection with" a campaign for
nomination. There is no requirement that the expenditure’s
exclusive effect be to benefit the campaign for nomination. See

lso Adv. Op. 1978-99, Fed. Election Camp. Fin. Guide (CCH)
§ 5387, at 10,396 (1979) (campaign materials ordered and received
only one day before the primary election, which were used both 1in
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Esqg.

the primary election and the general election, may be treated as
a primary campaign debt).?

The results of the audit of the 1984 primary campaign
of President Reagan confirm this point. The FEC considered
whether certain advertising production expenses incurred by the
Reagan—-Bush ‘84 primary committee were properly allocated for
advertisements that aired both during the primary and general
election periods. The Commission did not challenge payments by
the primary committee for broadcast time prior to the convention,
even though the very same advertisements were aired again after
the convention during time paid for by the general committee.

The Commission looked only at how production costs for the
advertisements were allocated between the primary and general
committees.? Federal Election Commission, Report of the Audit
Division on Reagan-Bush ‘84, July 1986, at 12-17 (Exhibit B).
The Commission did not look at the substance of the advertise-
ments to determine which committee should pay for them. The FEC
took this position in spite of the fact that President Reagan was
unopposed during the primary season and the fact that any adver-
tisements aired during the primary season, which were aired
without change in the general election, could not help but pro-
vide a benefit to President Reagan’s general election campaign.

More generally, the FEC has held that campaign expendi-
tures by a candidate who is running unopposed for his party’s
nomination are qualified primary campaign expenditures and
"allocable to that primary election rather than to a subsequent
general election.” Adv. Op. 1975-9, Fed. Election Camp. Fin.
Guide (CCH) ¥ 5110, at 10,035 (1975).

Applying all of these precedents to the advertisements
produced and run by Bush-Quayle 92 before President Bush became
the Republican Party’s nominee, it is clear that the expenditures
for these advertisements were qualified primary campaign expenses

"Because the campaign material was ordered and received by

([the candidate] before the primary election, and because the date

of the invoice is before the primary,

that the full balance owing for

[the candidate] wishes, be treated as

Adv. Op. 1978-99, Fed. Election Camp.
]

10,396 (1979).

concluded that
on the number
convention

convention.

The auditors
allocated based
11red before the

1ired after the

the Commission concludes
the expenditure may, if
primary election debt."”

Guide (CCH) 9§ 5387, at
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because they were incurred while the President was still a
candidate for his party’s nomination. This case is even more
compelling than the 1984 precedent for approving these primary
expenditures in light of the fact that President Bush, unlike
President Reagan, was opposed during the primary season, and the
fact that the short-lived candidacy of Mr. Perot made the
campaign for the Republican nomination even more difficult.

b. The pre-Convention advertising expenditures
are not allocable to the general election campaign and do not
violate the general election expenditure limits. The advertising
expenditures in this matter were campaign expenses of the
President’s primary election committee because they were incurred
"in connection with"™ his campaign for nomination. They were not
general election expenses. Qualified general election expenses
must be "[i]nurred to further™ a candidate’s general election
campaign. 11 C.F.R. § 9002.11(a)(1). FEC requlations allow
general election expenditures before the candidate receives his
party’s nomination only "if such expenditures are for property,
services or facilities which are to be used in connection with
his or her general election campaign and which are for use during
the expenditure report period." 11 C.F.R. § 9003.4(a) (1)
(emphasis added). The expenditures at issue in this matter were
not "for use during the expenditure report period"” for the
general election, which did not begin until August 20, 1992, see
11 C.F.R. §§ 9002.12(a); nor were they "[i]ncurred to further™
the President’s general election campaign (which had not begun).
These regulations make clear that the advertising expenditures at
issue were not qualified general election campaign expenditures.
Because they were not qualified general election expenses, these
advertising expenditures do not count toward the general election
spending limit of $55.24 million imposed on the President’s
general election campaign. See 11 C.F.R. § 9003.2(a) (1) (candi-
date must certify that he and his campaign committee "have not
incurred and will not incur qualified campaign expenses in excess
of the aggregate payments to which they will be entitled").

Moreover, th I election spending limit applies
only to "candidates"™ fo h ice of President who certify that
they have not and will no d the limit in order to receive
federal funding ] See 11 C.F.R. § 9003.2(a)~-
(1) President Bush dic ) ) me a "candidate" for these
purposes until he was nomin: at the Republican National
Convention. See 1 F.R 9002.2. He was not eligible for
federal financing al election campaign until he was a
"candidate," see 004.1, and thus could not certify
that he would abi ding limitation until he was a
candidate, see 1 )3.2(a). All of the advertisements
1t before the President certified

£
L

-
B

-

b
0 »=

QL =
M =

T
+

L3

=

l1ssue 1n this




Lawrence M. Noble, Esqg.
September 14, 1992
Page 8

that his general election campaign would spend only $55.24
million in qualified general election expenses and before he
became a candidate for President, i.e., while he was still a
candidate for the Republican presidential nomination.

- Adoption of the position advocated by Complainant
would lead to undue interference with the political process. The
position apparently advocated by Complainant would reguire exten-
sive scrutiny of the primary period expenditures by a candidate
to gauge their impact on the subseguent general election. This
would inevitably require the FEC to second guess sensitive
political judgments by candidates. Moreover, if this standard
were applied to the current presidential campaign of Governor
Clinton, it would require his general election committee to
reimburse his primary committee for virtually all the expenses he
incurred during the six week period between the date he clinched
the nomination (after the primaries on June 2, 1992) and the
Democratic National Convention (July 13-16, 1992).

This would include expenses incurred to give speeches
or to make television appearances in which he criticized
President Bush. As just a single example, on June 17, 1992, over

two weeks after he was assured of the Democratic Party’s nomi-
nation, Governor Clinton gave a speech to the American Federation
of State, County, and Municipal Employees in Las Vegas, Nevada,
in which he "launched a blistering new broadside against the Bush
Administration." Associated Press, June 17, 1992 (copy attached
as Exhibit K). Under Complainant’s view of qualified primary
campaign expenses, all of the expenses related to Governor
Clinton’s speech in Las Vegas, including the cost of his travel
there, should have been paid for by his general election com~
mittee. Since Governor Clinton’s speeches in Las Vegas and
elsewhere after the last Democratic primary were uniformly
critical of President Bush, whereas the advertisements at issue
in this matter did not mention Governor Clinton, application of
the rule Complainant advocates would require the FEC to examine
almost all of Governor Clinton’s June activities and many of his
July activities

Adoption of Complainant’s view would thus lead to
drastic interference with the political process. Not surpris-
ingly, the Commission has correctly refused to adopt this
position. The FEC has avoided any interference with the
political judgments of a candidate about what expenditures are
necessary for his primary campaign, so long as the expenditures
are, like the advertising expenses in this case, "made 1in
connection” with the candidate’s campaign for nomination.
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CONCLUSION

The Complaint does not state a violation of any statute
or regulation under the jurisdiction of the FEC. Respondents
respectfully request that the General Counsel recommend to the
Commission that it find nc reason to believe that a violation has
occurred, and that this matter be promptly closed.

Respectfully submitted,

> o

Stanley Huckaby
Treasurer

cc: George F. Rishel, Esq.
Assistant General Counsel
Federal Election Commission

Phillip Wise, Esq.
Federal Election Commission
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VERIFICATION

The undersigned swears that the facts set forth in this
Response are true to the best of his knowledge, information, and
belief.

SWORN TO AND SUBSCRIBED TO before
me this 14th day of September, 19¢

My Commission Expires
September 30, 1996
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NAME OF COUNSEL: Bobby R. Burchfield, General Counsel

ADDRESS: - ’
1030 15th Street, N.W.
Washington, D.C. 20005
(202) 336 - 7110

The above-named individuals are hereby designated as my
counsel and are authorized to receive any notifications and other
communications from the Commission and to act on my behalf before

the Commission.

-1 —17

Date

RESPONDENT’'S NAME:

ADDRESS: Bush - e '9

1030 15th Street, N.W.

Washington, D.C. 20005

HOME PHONE: {703) 329 - 1615

BUSINESS PHONE: (202) 336 - 7300
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RESPONSE OF BUSH - QUAYLE '92 PRIMARY COMMITTEE, INC.
AND J. STANLEY HUCKABY, TREASURER

EXHIBITS A - K




" BU

Jonx J. Suniavax
Deruty GesEnal CounsaL
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August 12, 1992

HAND DELIVERED

Jeffrey Long, Esq.
Federal Election Commission

999 E Street, N.W.
Washington, D.C. 20463

Re: MUR 3571 —--
and J. Sta

Dear Mr. Long:

This letter will confirm our agreement on a twenty-day
extension of time for Respondents to file a response to the
Complaint in the above-captioned matter.

Respondents received a copy of the Complaint by regular mail
on August 10, 1992. Under 11 C.F.R. § 111.6(a), Respondents have

until August 25, 1992 to file a response. Because the
individuals who will be involved in drafting a response to the

Complaint will be out of town at the Republican National
Convention, which is in Houston, Texas during the week of August

17th, Respondents find it necessary to secure an extra twenty
days within which to respond.

wenty-day extension makes the response due on September
Respondents will file their response on or before that

you for your cooperation in this matter.

Sincerel

J. Sullivan
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committee charged 358 or $60,§89.33 of event cost to the -
fundrsising exesption pursuant’ to C.7.R. §.100.8(21). The Avdit
seaff noted that the Committes bad received $38,477,37 in 14
contributions sollicited during the 8rive, 3t . A

b. ~ Othegr Political Actlvities

trpohdlﬁu;n& the Committee, totaling

$289,122.29, were identified by the An:{t staff as nppucg%ly :

, staff, most of
thess expenditures repcesent polling nmlu for suryeys which
began after most,’ if not-all, of the primaries and csocuses had
been held. The resainder of the amount reprasents political
consulting work performsed with respect to a specilic state after
the respective prisary or caucus.

y Yhe Treasurer respondsd that the Cosmittes was
avare these sxpenditurss would bDe questioned but felt that the
expenditures were clearly sade for the purpose of {nfluencing the
candidate's nomination.  The ax nditures were incurred rior to
the nosinaticn date and were made tO descnstrate the candidate’s
continuing support and laadership role in bis party and the nation.
The expenditures were also made to show that the candidate could
represent the party in the general election and convince convention
delegates to support the candidate.

In the Commissicn approved interis report, the
f recommended that within 30 days of receipt of the
e Committee submit evidence O demconstrate that the
.83 in expensas for votss registration and other
sctivities wera made in connection with the candidate's
4 are therefore qualified cazpalgn espenses. The
rt further stated that absent such a showing the Audit
4 to recommend that the Cosmission make an inftial
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Setarmination that the ssocant ($3,136,898.8)) zepresant

i the
velue of genaral election expenses be viewal as m-qul“iod o
campaign expanses ::;g‘;.?m-nu' rtion, $802,208.93

be zepald to the'D.S. Treasury purssant

(92,136,8968.83
to 26 U.8.C. § 9038(d) (2).

. . whe Committee's responss Srgoes that
incarred after the date of delegate selectiocm in B state serit.no -
closer exsminstion than expenses {acurred priog.to-that date” In
support of this position Cﬂlttﬂ"lduﬁt’t\{“_ltl‘“__!’_ll
faliows: R e T R i) TR T L 8
3 ot f"-\"; By iy c .':f_‘ .:."é)_?"*
1. The Statatory pefinition of Qualified ua:nn@u .
Requirss Only That tre Expense Be Imcut rrior tha
pate of the Candidate’s ld:l:l;&gp.*'eu” ' PR iy
‘LD Ce g Bt e
The Cosmittes contends that re
requize more than that the expensdide in “g:
nominztion or that Congrass intended to ay 1p4: the '
evainats the sufficiency of the aexus batween thy Iand |
caspaign for nomination.” ™. Coamittae-cites 1egislative histocy
wherein 1t is stated “that casdi tes are pergitted Tull - LAk

filexibility and Aiscretion iat - tige atforts, ssbject
to 1imitation on tbs dollar)smounts of : “and -+ TSRO
contributions.” While the Radit:s ¥ the o o
volced in the legislative hima wited by the Comn (tted as wll*as
the Comsissica's accordance ofiwide disczetion to candidates ‘An how:’
te conduct their publicly-funded campalgm % the Commissiosn alsc bas . -
the responsibility to {nsuze tha : G
spending lisitations is schieved.’

such wide discretion that primary

further the candidate’s qcmnl'um’mu
1isits established by Congress (see 26°'0,.8.C.
9035(a) and 2 U.8.C. 38 4 1a(d) (1} (A) and (B)).

.
o

*he Staff’'s Request Conflicts With The Commipsion’s
policy of Restraint Inm Its Reviev of Candidates’
gpending Decisions

The Committss also cootends that the Aodit staff's
request (that the Committse demonstrate that the ezpenses in
gquestion are not general elaction gxpenses) is in conflict with the
Comnission's policy of restraint in its review of candidates’
spending decisions. Although as discussed abovy, the Comaission
has accorded wide discretion to candi
their publicly-funded cxmp
Act to "conduct a thorough sxsminat y ud ] the qualified
campalgn expenses of every candidate and his authorized colnltsctl
who receive payments undar section 9037 (26 U.8.C. § g038(a)).
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m
the four (4) axpenditares total $64.51%,00 :gid: wore. Nlﬁrud
by the GEC. " (Bee footnotes; «on es 3,5

and |
Attachment 1). -The information rn avad {cates that these are
the type of start-op end polling upcu;gogr operly nhhuruno by

the GEC in accordance wi 11 C.P.R. § 4(b) (4) (1),

Summary

el

It appears that rather than addrassing the geasoning
contained in the {nteris sudlt resport, tbe Committes has slected to
argue only that expensas "{ncurred after % state's primary slection
or caucus is cosplated are not per se non-gualified cupniqn
expenses. The Audit staff does not disagres, However, {nterim
report's discussicn was f:-cuud on what 2 ared to be uvonnl
hich benefitted the ~andidate’s general el ection campalgn since
the registration of voters in stat as whare the primary/cauncus had
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occurred could only result in thair votes being cast with respsct
to the general .election with little, if lns‘dbtnaflt acczuing to
the prisary caspaign.Defecrgnce was'accor to the atu in
that expenses fnor notlﬁtlu-;(m’*e!_mlcb were {dentified as
votar registration)’incursed priczito the date of the Hi* 9 .
prl::t '/.guucul in £ Bratd werd viewed by the Commission as "
qualified campalgm sxpenses. - 44 . e Y

G . "F”_fo;.ﬁT‘(:);;,;_ ‘th—mnhn}‘""ﬁ‘-\“:i e L s T T (e

1 Fiae oimga 43 arpensas for the'prisary Seepeigs siscs

wveare qu - 2 rinary cempaign:
incurred prior m date of nomination, 7 The Xoau staff cuun i,
scknowledges that with few gxceptices the expenses in gquestion were
incurred prior to the;date’of ncmimation; however, in cur opision
the Committes has not’ demcnstrated that these axpensas wera'' "’
incurred.in connection with the candidate’'s  prisary elsctioa ="
campaign.’’ Rather;“tba 8_incurred with respect to the '
registration of .voters ia ltltll‘fqtl‘,—,!hd,priur{/@lwb‘?ﬂﬂ :
already poovired can' only influoence-the election in'which the
voters may exercise thelr franchise which, 'in this case; 157 the
general elaction, 'fo% %0 VR g i g 4 22a)

3 e 3y ) o raih
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Conglusion
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~ On June 26, 1986, the Commission considered the mattars
noted above and made a determisation’that the $1,072,283.83 .
($2,136,098.83 lass $64,615.00 p::orl _reimbursed by the GEC) in
expenses for voter reglatzation other political activities wvere
ssde in connection with the candidste’'s campaign for nominmation for
elaction and are therefore’gualified campaign expenses,’- o further
action is mecesdsary. ¥ % AEy e : DR et
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B. Statgment of Wet Ouytstanding Caxpaign Obligatjons

Section'9034.5(a) of Title 11, Code of Pederal .
Regulations requires that the candidate submit a Statement of Ket
Outstanding Canfalin Chligations (NOCO) which contains, lneng other

o €

items, the tota all outstanding obligations for gqualifi
campeign expenses and an estimate of ch.IlltI wvinding down costs
within 1% days of the candidate's date of ineligibility.

In addition, 11 C.P.R. § 9038.3(c) (1) requires a
candidate whose net ootstanding camspaign obligaticns reflect a
surplus on the date of ineligibility to repay to the Secretary
within 30 calendar days of the ineligibility date an amount which
represants the amount of matching funds contained in the surplus.




Pinally, 26 U.8.C,. 8 9038(b) (3) lutu t.tut smounts '
received from the matching paysent accoount may De retalned for the
liquidation of all obngntiou to pcz gunlified campaign cmmn
incurred for a pericd not exceed! months. aftec. the end of
nuhim‘gumnr period, " l!ur .a obuglttm havse b-na
liguidat that portun any nnnpnkd belance gemaini n u,.
candidate's sccounts wh q bears . the sane’ rattoﬁu Ahe ‘total s -
unexpended balance as, total emount tecelved from'tde uu:hlnq
payment account bears to m total of al) {ts made into the
candidats’'s accounts shall De promptly upi to ;ho utehing
paymant lccount.i

on lcpttnb-or 21. 1”4. the Ca-!tm repaid 31“.“3 24
to the U.8. 'rumthtopuuntuq a pro=tata share Of the estimated

surplas on the Candidate’'s Sate of lncli‘!blllt{ (Aogust 22, 1984).
The Auvdit ataff revieved records and Socumantation supporting the

Committea's calculations. i Deplcted on RETN “MOCO statement
prepaced by the Aodit staff, which reflects certain adjustments to
g:ogriglnn wOC0 £1led by the'Committes (tbcu uttments are

on the Audit staff's"reviev of actoal -financial activity
through Jangary 13, 1988 and Commission sction taken with respect
to Pinding 111.B.2,).. On Pabruacy 6. 1909, the Committee's Deputy
Treasurer agreed that the audited WOCO statemant accuratsly
reflected the Committes’s finmancial poutlou 2 o! August 22 1884,

1t should be noted that the ndiuntuntl explained below
at items D.1.“and 2. were not Saveloped during the initial run of
audit fieldwozk and thus, the Dvruty Treasurer's comments o
Pebruazy §, 1985 rcquralngd WOCD do not sxtend to these
it!annl 4

ld‘dltl.ﬁtl, nor to opaynont deteruination
resulting therefroms.

The WOCO statement on page 9 depicts a calculated surplus
of $1,569,320.32. Althcugh the Committes made a repayment on
Septeaber 21, 1984 in the amocant of $344,893.24, an additional

anount of $244,242.16 sppears to be rep ayablu, as shown on the ROCO
below,




V7,004, 008.92
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. $89,13%.40
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Less: 9/21/84 repeyeast Seds & . - J244,09).24)
Sopeveest hemomst __J44.242.31
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A Asgust 12, 1974 is the ate detarsised by the Coemisslion to be the

Candidste's date of Imeligibilicy fer purpeses of Incwrring gualified
cEEpl ign ErPeRdes.

Incledes comtributiosd recelved after 0/22/94 but dated prior Lo
12084,

T™is adiestaset {9 explained folly st Tiadisg 211.9.1.
T™is sdiostaent is explaised fully st Fiadisg I11.0.1.
in pdivutseat(s) to Betiseted Wisding Doem Coets (1L/15/9% to 7/)L7%0

will be made, 23 BeCessary, to scooust lnwﬂnsl‘“ to
extend| the projected ternisation #ate besond 724/0%, a8 wll 0

he verificsation of the evtinates waed.

Bince certaln estimates were wead In computisg this amount, the AS9IE
ptaff will review the Committee's ¢ ta snd recotds to compars L€
ecteal flgurea with the sstismates prepare sdjentsents if
secessary. Por gussple, the amouat could change Dased oo our review
of the Committee's actual winding dowm costs. In addition, othe
adivatments to this amouat Bay be secessary as & resull of certaln
sattars msoted In Fiadinge I31.0.1. aad 3.

For calcolation of the repayment ratio see discussion of apparsnt
iallified Campalge Rxpenses under Findiang I111.A. on pages 2-)




The two odjaltnnu to t!n ’ﬁ l tm the mu !ot the
»aitional zepayment smoant n:; fscy ulu. .

: R Ao o
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A I Agd el LY, pREZAN-D i t b T
.lﬁ!!lﬂﬂnﬂ : SR ?__,, it L=

The Primary mtttn /
Texm, Ing. ITT1):

-commercials to t:lr-!
“‘election e-patm =N

election ¢ lgn.-. for-
paid = consuitant foe of!
consultant fee of 'l.’;},
the gomul election- cml(n_
"Hihgﬁl

The committees wired 'lqh
of ths consultant !o.l

production accounts’ or
established .
contracts wit

the pu:chcc of: t:tIl

£ AR

‘l
quallllcd calpc (LK ’t
rchage, Plfl.lt;
vn ge incurred by’

connecticn with

T Ok AR
Yor a Gnoru llutlao P:u!dntin unluah. the
teras "gqualified campalgm expense® is defined at 26 U.8.C.09% =
$002(11) (A) (111) a:_an expense incurred an autheriged &
coumittee Of the candidates of a political party-for the offices

of President and Vice President to further the slection of sither
or both of such candidatss to such offices.

The Regulations at 11 C.P.R. § 104,1(a) require
that expenditures made on bebalf of more than one candidate shall

be attributed to each candidate in propertiocn to the benefit
reasonably sxpected to be derlived,




In the Interis Report of the Andit pivision oa’the
GRC, the Audit staff elted 2 U.5.C. § 441b and said it ared o
the consultant fee 14 by the GEC to ite apdia firm was
and a possidle in~kind corporate coatribution’'had been k- ..
the firm. Our analysis was based on the spplicatien’of 8- Liiiti.
standard 17.65% mar ;z on ‘media tinme Duys and ion ocoets y.i ¢
norsally charged by {a tiresia(In fact, initially the Frise !a; 3
Committes refarred to this standard matk-up rate to. pin W AG TR
r:ruon of the $1,000 'Vp foe it paldto T71,), 1rpe’ 3k il
ncurred $25,278 ooz.él.la‘ndlq:rrcnln fen” e,
he B10315,050.25 fae sppenred wich toqilow in 1lght of the LsT
normal 17.65% markepp, - ] R e TR e LY S )*

TR R T Y N s (A S
© At the exit confsrence, GEC officials’s
that the fee pald for the 'mtu;aioc;im pericd was :
when the market was *soft. ' > They also 2218 that’ their ocootr
vas similar ¢o medis contracts with other i BS
that purchase 8 large volums'of media time; ! TR (T ST
" ' el s B d OB P o B i,
In the interim repocti tde Andit staff recommanded
that the GEC subamit evidence & ating an in-kind . - . .7 -
contribution had not bean geceived 'from. e corpozate medip ol
consulting firm. The Acdit staff added that based on a revisv ol =
that documentation, sdditiceal recosmendations ‘could be | FNTec
forthcoming. - R T AP st e o < ' '

:
P e T A B vt
Lsviesd <

In its ':u?ouc to the interis report, the UEC
Aigmissed the Audit stalil's intsrpretatica c!'m.}:h‘arx e i
Committse's justification forithe feo peid 71 during (37 i OV
ncaination g-;:lod.' The GEC simply stated that it sought e

and i
ohtained a flat fee arrangement through arms langth negotiatices.

The GEC concloded that the fee was subatantial
wvhen considering the tise frame *(a}nd there is absoclutsly no
evidence vhataver that the fee did not cospansate Tuesday Tean
for the market valoe of its services.® The Te§ nse 814 not
elaborate on this point, bot {nstead contained ntation
support:ng the contantion that the media firm wus compensated for
the market value of its services in accordance with norsal -
advertising business practices. The documentation coasists of
articles from trade 4ournals and a lettar from an advertising
firm stating that negotiations oftean result in a sat foe instead
of the standard 17.65% commission on pedia buys. The articles
indicate that in lien of the standard commlssion, advertising
firms will accept less whan the budgets Are lsrge, the clients
are prestigious, and the cpportunity for growth is presant, One
article guotes an industry official as stating "as long as the
advertiser recognizes our right to tave & decent profit, 7.3% tc
10% of gross billings, you c
usage.”




“‘ilff}i..qu)]

The Acdit staff sgrees that: tM mution gy 4
supplied supports the contenticn that TYI‘was m (for: the
sarket value of fts services to Doth the Otmg tten m
the GEC in accordance with normal . iuﬂutrr 1000.»: T™hie |
conclusion is based on the Audit staff'a .nnglll of - mtmd
activity of both the Primacy Committes and
lnalcatu that TTI recelved an aversge gt it ot l. d;
its secrvices to h e_utul. J 'rb ntm
conbistent with ‘norsal ﬂv‘np
the articles supplied in RIWQ-H_ araf w‘_ ] Bi-"'.';.?;
:gp'ltl that the media firm has Redd an ia-—ull Botion g v~
timc Rathex, tt li:‘ml‘m.f then oéhth
committees were not alloca e
analysis {ndicateas that the u’é'w ugthi‘!x(lu il
Committee $792,066.80 to reflect the. p tion of ‘the’
paid TII in socordance vtth 11 C,l‘ l. { ."h).f‘*‘-;m;"_";";», S

This smocnt u‘uzlnh st by
rate to the $25,278,001.0% ‘paid by the, anc-i

expenses and -au time 8_and resul PP :m. !u oz
tﬂov 066.89 or noz.u 0 'more mﬁ’ &Im,tl wtullr

paid. Connrul! ucauu of : Lb 8.3 Mﬂﬂtt rata to
the Primary Comm teec's baysfor-time tofy AR
:?’;;S:‘ztgosg ru:.lhu in ‘:1 rglw * :’34'.,4? or -

¢ 223 than the . ¥ o8 Tk
Therefore, the GEC ghould u[ubn:n'th “ob‘t_'-p‘-“

$792.066.40 for appropriate umc.uop_q&m -hu 2od:- jf" N

: S 15 LR
Con [} -. 1. i # a3 ;3'1 s c
p : F ‘ " * -1' . - ‘ h .'. yi %

On June 26, 1986, the cu-iuian dncnl that: ﬂu‘!n so
daye of "“.j‘ of this ¢ ‘the Primary po-l!ttn is %o bill
the GEC for ¢ amoont (§7 1,0“ §0) of the'nllocable tica of
the fee paid by the Prisary Comaittee, which appears 4 have
bean borne by the GEC. arad

2. Media Production Copts

The Rsgulations, at 11 C.,P.R, § 106.1(a) require
that expenditurss made on-bDehal? of more than one candidate shall
be attrib:oted to sach candidate in proportion to the benefit
reasonably sxpected to be derived.
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Certain produstion ocosta, teentitied by the
Committee as zelating o commercinle to be 2ired Suring hth the

lur{“ general elsction igns,’ Inn viewed m ¥
as yenet
qoilbc::‘l ﬂ“"‘“ so

allecable hetween inmr
igns. | On Septambert 1:'nu.
he Committes ﬂn Committee indiéatasd
upnunm S0V o8& _
en—uulm. .Xhe.

The unaf
Socumentat lon supportisg tbe 308 allocatios u!au *ﬁxlu,_"w
after ocor review of H{uﬂ irecogds is Wew Yotk ity ;
Deacember 18 - u.*xn . soeh “informition was mot made
available,: 1 12,7°198% sxit conlergace;,
Daputy ¥reasurer n!ou-l soditors that on the! 5
the Committes ua {1 un 307 to the O2C. : e
analysis of rr ts‘né use of cempalgn’ roh.u"-'
This smount isiisplefed:in the NOCO Statement :&ﬁw
Payable, The Deputy Treasursr ssld Me would m
supporting hism caloulations in & few Says.- z’ms.
the Depaty Treasurer supplied the Aedit staff. ﬂﬁw
(Attachment 3) indiceting thst soms commercisls were Retiused u
the general slection caspalgn.  The schedules 416 ut"uvm the
following {nformatiom’ nonury to werify the 0304,389,88 1 o0
reisbursesent by the GEC or the $142,807 refumd; o) OFn-~ .
($8) ; v-:u!cntlon t.bat some TV spots were M for
the prisary campaign only.

Justification for allocating T'adwtion eoltl (of
spota produced for both campalignra) batweenr the

rimary and genaral electiocn cupcigu on & 508
eis,

Check copies, paid bills, and i'ﬂvﬁiﬂl to support
production coats by commercial as listed on pags 2
of Attachment 3.




As noted above, in addition to nw production
costs and the cost of the medin tine ttee

purchased
also paid the media firs a $1,000,000 mutln fes,. ' The =,

Coaniltes bad tult!llll 1ndicated’ that the €1at fee it peid to -
{ta medla firs was in 1}

time buys bat alsc on productica costy:

services and facilitiee furnished by the firs. ..ﬁQ’l puty .
Treasurer dld not efree_that sny portioa’ ‘of  the ut*xu lhoeld !
be Included in the total7ef Bllocabdle p:ouctxon costs.  Bowevesz,
it is the Acdit staff's’ aphua thatto the extant that s’ muon
of the fee iz attridbatable to, th‘mt of produciag-i iy
sdvertisements used by 'the CRC .48 well as the {ttes, the

sscunt should be incloded in t!u total of mm.!produetlon
Coats, i

1

Lim
In the int tupﬂ

documentation to support the ulocnlou oz ndu
to the primary and genscal election cesga Sn 2
nquntod wvaa to i{nolude check coples,ipal bins. uﬂ lmleu
ﬁon production costs by commerclal as listed om nudhnnt
3- evidence of how the flat consaltisg fee relstes to the ‘total
of allocable production costay Jestification for the 308 T
sllocation of production costs between the primary eupllgn and
general election campalign for tpou efired in both cempaigns; and
vo:itlc.tim for the Committee's’ ooatntlon that c"nln spots
were used in the prisary eupdp

As pact of thelr Beptesber 14, 1505 response to
the {nterim modit report, the Committse made available for our
reviev, documentation to support costs for commercials listed on
Attachment 3. In addition, the Committes offered a justification
for thelir 508/50% allocation of prodaoction costs vith the GEC and
an explanation of bow the $1,000,000 fee paid to TTI relates to
this allocation., 1In its D-tc-u.bor 9, 1985, response to tho
Interim Report of the Acdit Divislon oﬁ L)

General Election
regarding the consulting Tees pald The Audit sut!
performed follow-up fleldwork to review this information.

oy of cost plue 11.65\:&&10&-«: :
2ad a mo!om

1
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. puring
the Aodit staff attemphid tom
docusentation ‘necess L
rate of allocatiss.r . ¥
Commlttes, could ‘mot)
oxinted. i THAreLocd
verify that the BOW

‘ o '. . .
-, During thel 20Uree ol
becnbu,ﬂ!l!‘,nzpﬂ!q tnithe
wvas in contact wi ,mg‘px
v tise enilocal’stat
indicated that 4L ¢
necessary. (sched
which comsarofal’ te=Beo
comnercisls,” the CoOMRI
i &

o ﬂn:i!cﬁu{:ﬂ

!ouov;;p::!‘i.ﬁ'nx Oﬂ
!ﬂ’ttl!

b T AR L ¢ L I

requested that the Eted make :
documentation lbo-uiﬁ Y s 2
usags by both the Pr : [ Bna

AR A (YR
In a letter dated Apti
ponded that matetislizelated

res
sone lcb;dul!_ L
sesarch of Comm tmw ¢

of these forms.: Counselitben

and if upon
staff wishar

staff {nspection al
result of Com=ittee offorts.

purchases for both caspaligns.
that found bw‘f the Committes,

{nstruction forms, _
‘814 mot’

ai > sal preodut 1&’!%'. -
the medin £'s wscal’ P »
Seatroved. . Pinally; Counsel Atated tEatitbe |
to give the Andit staif direct sccess to the recordais's

exzaination ‘any records are found that the
to exsmine more closaly,
to have them tatrisved from storage

ted, howaves, the
(] .huﬂmtwr :
danoe with
sust-have been D "L
Coamittee 9 willing
torage
Aodit .
Committee will arrange
sade available for Awdit

“the
and

with the records already located

On Aru 30, 1936, the
visitsd the warehouss-in Bpringfield

sevaral boxes which contained b-;g:.q:cund
]
and in coniunction with documants

as a
Andit staff
inis and located -~
nforsation on media
{nforsation, coupled with

¢ Vit

sads available in October 1385, lmnoﬁ sufficient to proceed

with an analysis of the shared commercials.
1986, the Aucdit staff{ conducted additional

reviav this data,

*herefore, in I.-{
follow-up fleldworx to




e tln( Step in tbe’ ;"t
% l.’n‘:‘.
ttachment 3, ¢ revieked

records made authbu
pcoduction” lceonnt.;l. .

review of prod

expenses related
than tbo amount

Priut!
approx
purchase of TV bf

calculated relative g Iy, st 111 EI
based on tise coOS : \ L ,

that Primary gt 4 “an . oq
84130," "8pcl oﬁ“u '1.' ca's muu. Ane

ncnsc,' and | -unu $1° wmrte -mmsmr
by the Primary cun!tm The comsercial entitled *The’ ;
also produced b{u the Primary cu-lttn Swas used excles

3 4

the GEC, and P Coamittes prod m:nhh antd
*procder, Btronger, Battez130,” "Prosder, Strongar, h\tltllﬁ'
and "Statue of Liberty? were shared by hoth emlqnl. ‘.-:-j'-.

Our review furtho: revesled that 9%,25% o! m bqi for
*Statue of Liber tan:““ made by the niuri Committeos ond 44.75%
were made by the On the other hand, 43,108 of; the' for
*prouder, Btronger, Better130” was Primary relatad and $6.90% was
GEC related. The ratio:for "Prooder, Stronger, Retter:§0° was
29.7%% Primary and 70,290 .G2C, These rosntages were fed to
the wverified Troducclﬁo costs. The acdited results u un
Attachmeant 5 indicated that the GEC ?c tlon of the gf
costs for the three shared co-nrc!n total $166,131.44 o:
$%0,574.44 more than allocated by t5e Committes,




In addition, the Commi{tteqa allocated only 3508 o! tho
cost for "The Bear®” which was produced by the Prisar Cmutn
at & cost of $53,754.00 but was used ‘exclusively by. a8C., %

Therefore, the Acdit staf? pllccated the'entice cost of “The
Bear® to the GEC. Further, the GEC ?am sevezal bills nhuﬂ to
the May, 1984 production of ®America‘’s 3acki30® and “Aserici’s
Backr§0® (used e:cxaunl‘ by the Primacy Committes); the mt
pald ($9,993.13) say be offset . sgainst any amdonts’ aotor-lntu.x
ba owed by the GEC to the Primary. cnuittu (u. M:uchnt'f‘l" :
line 10). g R Y A e 415
5 £ FIR L e T
Aa noted on Atuchunt 5. n !uu cuc:uhtod tut
CEC's share of the dirsct productiss’ costa paid by the Pt 3
Committae is £219,00%.44. Based on ouz; 1!1?:0! the’ fl.n»k
payment to the media firm Aiscussed; It*‘ 1.5 'tll
Acdit staff should 834 & markup «=i.sac§ (vii17.654)5
GEC's whare ($219,085.44) ofthe diredt)
Because the Primary Committes is to. Defze 2 ,
production costs by the GEC,’ ‘the Primafy’ ittes’ ¥
reizbursed for the related portion’ ltln”! £3 4{"19 IR TE
8.3361)) of the y:oamu-h‘euu-m Mf!n,. L8~
2 = ks i 'Ta.f' 3 e
To -mziu “the ndit mlﬂu at’ i ve
that glven the 8.334% urku‘p is zeflective of’the. value 'of the
production expensas contained {n the.fee paid o TTIj the =0 -
allocable amount is furthar incressed resulting in & - ioa.l7 50
reimbursesent dus the Prisary Committee (Over-and adbove the
$142,434 already reimbursed Dy the GEC) of $05,087.96. &

Conglusion : Fex! SO

On June 26, 1984, the Commission determinaed that the
audit analysis at Aetach-cnt S should be adjusted to tc!l.ct
Commission approval of the Committee's 50/30 formula for -
allocating production costs betwean the tvo campaigne.™ ,m-
Commission further determined that within 10 days ©of receipt of
this report, the Primary Committee.is to seek from the GEC the
amount ($55,429.5%%) of allocable producticn coats ltlll 001l|.

Initial Repayment Determinatios on WOCO Surplus il I

On July 7, 1986, the Cosmission sade an initial
determination that the pro rata go:tioﬁ ($589,1135.40) of the
Committee's surplus am calculated by the Avdit staff, is
repayable to the U.5. Treasury pursuvant to 36 U.5.C. §

9038(b) (3). After applying the $344,893.24 repaid by the
Comaittee con September 21, 1384, the xmount to be repald totals
$244,242.16 which is to be trepaid to the U.5, Treasury within 90

calendar days of receipt of this report in accordance with 11
C.F.R. § 9038.2(4d)
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o Must Be Guided By Princiole :60 TV

Logo: President Bush
Paid for by Bush-Quayle '92
Primary Committee, Inc.

"Change must be guided by principle.”

Everyone wants change. America must change. But change
must be guided by principle, and there are three basic principles
that must lead our quest for change.

First, we must control wasteful government spending. That’s
absolutely essential for the kind of change the American people
want.

And second, we must strengthen the American family. The
decline of the American family is hurting the soul of America,
and we've got to change that.

Third, we're a nation of laws. We must increase respect for the
law. We must pass strong legislation to help the fight against
crime and to back up our police officers and law enforcement
officers out on the street.

These are the kind of changes that America needs, and I'm
convinced I can bring about that change.




We Must Reduce the Federal Deficit :30 TV

Logo: President Bush
Paid for by Bush-Quayle "92
Committee, Inc.

"We must reduce the federal deficit.”

To get our economy moving faster we have to reduce the huge
federal deficit by cutting spending.

The only way to do that with certainty is to pass the Balanced
Budget Amendment. And earlier this summer we came nine
votes short of getting the two-thirds majority needed to pass it.

I'm going to fight to get those nine votes from a new Congress
next year and pass the Balanced Budget Amendment.

Primary




Logo: President Bush
Paid for by Bush-Quayle 92 Primary

Committee, Inc.

"We must not let our guard down."”
We have seen the demise of the communist system,
We have seen the fall of the Berlin Wall.

We've seen democracy and freedom come to Eastern
Europe and to all across South America the same.

We’ve made dramatic strides toward world peace, but we
must not our guard down. . .

Who knows where the next tyrant will come from?




@ @

| Favor Strong Welfare Reform :30 TV

"I favor strong welfare reform.”

The welfare system has got to be reformed. I favor
reformed welfare.

The victims of the current system are the welfare
recipients themselves, and I"'m not opposed to welfare,
but I'm opposed to the existing system that strips every
recipient of his dignity.

And I want to restore that dignity by giving them a
chance to work, give them a chance to give them a shot
at the Amencan Dream.

Logo: President Bush
Paid for by Bush-Quayle 92 Primary
Committee, Inc.




FOR INMNEDIATE RELEADE: CONTACT?! Qinny Terzano, 20X-9463-8020
Thursday, July 38, 1902 Laure Quian, 3 2CR~2R4-64172
Tom KegneY. 2102-2218-7143

DEMOCRATE FILE QONFLAINT AGAINST IUSN-QUATLE COMMITTRER:
CEARGE BUSE WITE ILLEGAL NEDIR BUY

YASKETNGTON ~- Today the Damocriatic Kational Commitiee (DNC) filed
3 complaint with the Yyderml Election Comanission (FEC) agelnet the
mm=h-Quayle Campaign Primary Committes for lllegully puylng for
1-.:;-.-111 elaz=1an ewpenditurcc witk prohibited prisary cloction
funds.

In the ccmplaint £ilsd today vith the FEC, the DNC notoo that the
Push-guayle prisary commitees RS a ¥ rtad $7 wi{llion lefe over
from thiv ywar's primary season, whieh 1ir fa n=ing to influance the
gemeral clestion. This is illegal, and represents the bBiggsst
vislretion af the foaderal cvaspaign finance laws in Unitad States
histary. (F2¢ Fagulstions provide that lelt over presidentizl
primary maT~hing runda moct be returned o the T.S8. Tyoasury).

Chairpan Ronaid §. drown sald, “Georye Bush hes sald that he will
dn anyrhing Tn get ro-clooted, and once again be is pruving it. He
is willing *o break the lavw by using thase funds to buy ads To
reshape his ternished imago. Asuricass will not be fooled by this
s$lick meaia campe'gm. . sas the sume old Pepublican tactie,
.‘.gnuri..-q lawvs and reqularions which do not ocomport with thaix

narrew intarest.”

Addizionally, ONC Tinance Chair Senator Jeay rockateller (D-W7)
eharged tho Bush cuspaign wirh breaking rfafsaral alaction law,
ralled on ®r. Bush to cease using prohihited funds, ard for his to

give tho acney back.

~tna Bush cimpalgn vealot be alloved Te get amay wirth akusing tho
publis's evrust for political zaia. Instead of misappropriaring
wublis fand= fore his sinking campaisn effort, George Bush skould
seturn the Smds =é the Treasury. If hae wopucts 2 sacond term, ha
#ill need to reqain the public's &Lrust. He chould start Dby
raturning the meney he has misnesd £o raduce the doficit and to
inyest im Rmarica. Give tha monay back, George * sald Scmator

Posretellar.

DNC Treasurer Papresant®2t!ve Robert T. Matyui eddwd, "These ads and
the zanner in vBica they wers Zunded arec aet oaly lodppreopriates,
put they slsv show bow despermts Ceorge Bush an the Rspublican
party have bscome. To even TTIY to paas thasa e {turca off as
primory campaign disbursements is langhahls, it Scmonztrates
=ha A=ptha to which Gessge Bush vill lower himsel? Jnsert vo gat re-
eleczad. T would hope that the FEC will act cn this cewplaint and
prevent the Repub) iecan Party #rom making a mockery of the slectaral
pruecuss. "




4TH STORY of Level 1 printed in FULL format.

Copyright 1992 The Washington Post
The Washington Post

June 20, 1992, Saturday, Final Edition
SECTION: FIRST SECTION; PAGE All
LENGTH: 309 words
HEADLINE: GOP Asks Agency to Bar Public Funds for Clinton
SERIES: Occasional

BYLINE: Charles R. Babcock, Washington Post Staff Writer

BODY:
Bill Clinton’s presidential campaign should be barred from receiving
federal funds because he illegally used Democratic Party money to buy television
time last week, the Republican National Committee (RNC) alleged yesterday.

In a complaint before the Federal Election Commission (FEC), the Republican
) committee’s general counsel, Benjamin Ginsberg, challenged Clinton‘’s use of
Democratic National Committee ( DNC) money for a call-in show on NBC-TV,

The DNC paid nearly $ 400,000 for the show under a provision of federal law
that lets the national party finance some of its nominee’s general election
expenses. The DNC acted on the basis of a 1984 FEC ruling that let the RNC
spend money on Ronald Reagan before the party convention officially renominated
' him.

"Bill Clinton and his debt-ridden campaign cannot accept $ 400,000 .
for what they call ’‘our general election strategy’ and then spend the time
flashing his ‘800’ number asking for primary campaign donations," RNC Chairman

Y Richard N. Bond said in a statement.

The complaint contained an affidavit from a man who called the 800 number and
was told by a recording: "If you believe that it’s time for real change, help
the Clinton campaign and make a contribution by pressing 2." An operator then
asked for the caller’s name and address, how much he wanted to contribute and
whether he wanted to pay by credit card or check.

Clinton spokeswoman Max Parker said the use of the 800 number for donations
was "a technical mistake"™ and the campaign would not accept contributions
generated by the show.

Clinton’s campaign was about $ 2.5 million in debt at the end of April
end of May report will be filed today as required, Parker said.

The Bush-Quayle committee said yesterday that it raised $ 2 million during
May and had $ 8.2 million in the bank at the end of the month.

CONTRIBUTIONS ANL




Copyright 1992 U.S. News & World Report
U.S. News & World Repont

July 20, 1992

SECTION: U.S. NEWS; COVER STORY; Vol. 113, No. 3; Pg. 32

LENGTH: 1175 words

HEADLINE: How the lessons of his 1980 defeat shape this campaign Campaign '92
BYLINE: By Matthew Cooper

DATELINE: Little Rock

HIGHLIGHT:
Clinton’s last comeback

BODY:

Bill Clinton regularly accuses the White House of using welfare "as a wedge to divide the American
people.” But 10 years ago, Clinton himself was denounced for doing the same. In 1982, he was out to
recapture the Arkansas governorship. In a TV ad and speeches, he labeled his primary foe, Jim Guy
Tucker, a ""liberal” for not backing a workfare bill. In fact, Tucker, now lieutenant governor, favored
such schemes.

That decade-old story of political hardball is a stain on Clinton’s well-deserved image as a healer. But
it has another meaning as well: It ought w0 assuage the fears of Democrats — and dash the hopes of
Republicans — that Clinton is a pushover. He isn’t. If his recovery from draft-and-womanizing charges
this year isn’t proof enough, his 1982 comeback confirms that he is no Michael Dukakis. Unlike Dukakis,
who also once lost a re-election bid and bounced back, Clinton never forgot a key lesson: Fight back —
and if you must, fight a little dirty. A year after his 1980 defeat, he told an audience: "If your opponent

picks up a hammer, you need t0 pick up a meat- ax and cut off his arm.” The years out of power
*forever influenced the way he approached government,” says Detsey wrignt, Clinton's former chief
of staff. Clinton told U.S. News: "I learned the hard way that you really have to have priorities and make
them clear to people. You have to win people over. And to do that, you have to spend some time
listening to them."”

The lessons of exile sank in so deeply, perhaps, because Clinton’s fall was so dramatic. If anything,
he seemed to be riding high in early 1980. He was a wunderkind who had been touted as presidential
timber. His wife, Hillary Rodham, had been promoted by Jimmy Carter to head the board of the Legal
Services Corp., which distributes legal-aid funds — and had just given birth to their child, Chelsea.
Clinton was upbeat. After being cited for speeding while Hillary was pregnant, Clinton joked that he'd
name his daughter "Hot Rodham. "

But trouble was brewing. In the Democratic primary, Clinton lost seven counties to a 77-year-old
turkey farmer. Clinton downplayed the resuits, but the recession conspired with other events to fuel voter
outrage. There was the smoldering issue of higher automobile-license fees. And that summer, a Titan Il
missile exploded at an Arkansas Air Force base, adding to voter dissatisfaction. Then, 8,000 Cuban
refugees rioted at the Army's Fort Chaffee, on the Oklahoma border. Clinton had objected to so many




refugees’ being housed in his state, but he had not actively resisted it. Even Clinton allies thought he
handled the crisis poorly.

The Cubans and car tags came atop other frustrations with the young governor. He was considered
inaccessible and arrogant in this state of just 2.5 million people, where politicians and voters enjoy a
special intimacy. Top aides — many from out of state, some sporting beards -- seemed too liberal and too
aloof.

No pushover. Clinton thought he had an easy opponent in the GOP's Frank White, an affable former
Democrat. Clinton aides doubted that White, known for his bulging eyes and stomach, could triumph.
Indeed, polls showed a big Clinton lead almost until the end. But throughout the fall — as White pounded
on Cubans and car tags — Clinton seemed befuddled. On election night, White won handily and Clinton
wept openly. A few days later, he had a plaintive air about his political paradise lost. "This is what I've
wanted to do since I was a little boy growing up in Hot Springs,” Clinton said.

Out of office, Clinton considered jobs as varied as chairing the Democratic National Committee and
running a small college. He settled on a perch at a prestigious Little Rock law firm, where he handled
commercial litigation and planned his political comeback. Almost as soon as he was out of office, Clinton
started barnstorming the state. In meetings with small-town newspaper editors and at Rotary Club
luncheons, he'd ask people what he'd done wrong. At times, he seemed almost possessed. Shalah
Brummett was jogging one morning in Little Rock when the ex-governor started jogging alongside her
and without prompting started talking about what he had done wrong in office. By all accounts, Clinton
was a quick study. "A guy who supposedly has an IQ of a zillion did something stupid,” he conceded
about the car-license fees and other issues. Cartoonist George Fisher began to portray Clinton as a
penitent monk.

In the 1982 campaign, Clinton learned lessons about political survival that inform him to this day. If
he learned to hit hard — bashing Democrat Tucker on workfare, accusing Republican White of diverting
Arkansas water to Texas — he also learned to communicate directly with voters. Early in this year's
primary season, when his aides mocked Jerry Brown's 300 number, Clinton understood technology’s
ability to make voters feel empowered. He announced his 1982 comeback bid by buying television time
for a direct apology. The move, like hitting TV talk shows this year, was locally unprecedented.

New pragmatism. The need to bring voters along — not to push too fast on too many fronts — became
Clinton’s hallmark. After his comeback, he often raised money privately — as he did for his 1983
education reforms — to solicit public support for his programs. And he chose issues carefully, avoiding
thorny matters like environmental reform. "He was no longer the young person out to change the world
tomorrow; he came back much more pragmatic,” says Roby Robertson, director of the Arkansas Institute
of Government. Such pragmatism extended to his family life. It's no coincidence that on the day Clinton
announced his comeback bid, Hillary changed her surname to Clinton.

There's no doubt, too, that the years in exile made Clinton more cautious —some say too much so.
"He decided he'd never offend another interest or voter again,” says Arkansas Democrat-Gazette
columnist Paul Greenberg, who coined the moniker "Slick Willie® for Clinton. But if he was more
flexible after his comeback, he was more effective, too. "He moved closer to the center,” says former
state Sen. Knox Nelson.

To be sure, Clinton did forget some of the best lessons of that period. After his comeback, the
triumvirate of top aides blamed for much of the first term’s isolation and inefficiency was replacad by
one strong chief of staff. But Clinton's presidential campaign is reminiscent of the chaotic first term




Power is diffuse, in the hands of many top aides, ard the campaign often seems rudderless. Still, if his
years in exile are seen as a proving ground — a way to test resilience under personal and professional
pressure — Clinton held up well. It’s important to remember, t00, that he is only 45. Should he lose this
fall, he won't disappear. Like some other very different politicians who overcame defeats and tarnished
images, Clinton could become a Richard Nixon or Winston Churchill of the late 20th century, capable
of reinventing himself decade after decade.

GRAPHIC: Picture, 1981. After his adieu to the Arkansas legislature (Arkansas Democrat-Gazette);
Picture, 1980. Clinton never realized how deeply he alienated voters until they threw him out. (Arkansas
Democrat-Gazette)




FEDERAL ELECTION COMMISSION

WASHINCTON, D C. 20463

John J. Sullivan, Esquire
Bush/Quayle '92

1030 15th Street, N.W.
Washington, D.C. 20005

RE: MUR 3571

Bush/Quayle '92 Primary
Committee, Inc. and J. Stanley
Huckaby, as treasurer

Pear Mr. Sullivan:

On August 4, 1992, the Federal Election Commission notified
Bush/Quayle ‘92 Primary Committee, Inc. ("Committee™) of a
complaint alleging that the Committee violated certain sections of
the Federal Campaign Act of 1971, as amended, the Presidential
Election Campaign Fund Act, and the Presidential Primary Matching
Payment Account Act. A copy of the complaint was forwarded to the
Committee at that time.

The complainant seeks injunctive relief to prevent the
Committee from continuing to engage in allegedly improper
activity. At this time there is insufficient evidence to warrant
the Commission’s seeking such relief. Accordingly, the Commission
has decided to deny the complainant’s request for injunctive
relief at this juncture. The Commission will nonetheless proceed
with the processing of the complaint pursuant to 2 U.S.C.

§ 437g(a).

If you have any further g

Wise, the attorney assigned to




O

O

140 AP 06-17-92 08:15 PET 'IJN‘ES

Clinton Launches Blistering Broadside on Quayle in Union Speech

8y KAREN BALL =

Associated Press Writer=

LAS VEGAS, Nev. (AP) Bill Clinton launched 2 blistering new
broadside against the Bush administration on Wednesday for sending

Vice President Dan Quayle out as 2 ™" spearbearer ... o terTorize

the American political landscape. ™’

The Democratic presidential candidate 2is0 turned on President

Bush, too, for breaicng cympaign promises.

**Tough-on-crime has tumed into wimp-out in the face of other
pressures,** Clinton sid of Bush's refiisal to back 2 gun control

ll, -
Clinton sid Bush was " still in the grip of a dumb idex'* for
thinking anything good for the environment hurts corporate America.

In a rousing speech to the American Federation of State County
and Municipal Employe=s, one of the first unions to back the
Arkansas governor, Clinton chided Quayle for his crusade agains
the * " cultural elite. ™

**Who is he to call me part of an elit2?** Clinton said, noting
Quayle grew up wealthy while he oncs lived in a2 house with outdoor
plumbing.

**I've read 2 book or two in my life and maybe that qualifies me
to be in the caltural efite,” Clinton said.

**This adminiszration’s idea of family values is to lecture the
r=st of us on how  behave. If only *“Murphy Brown' were taken off
ieievision, what 2 wondesful world this would be,** Clinton sid
srcastically.

Clinton's complained like this about the Bush administration
before, but Wednesday's comments were laced with feisty new
rheoric and came just before Clinton flew to Washington for 2
moraing mesting Thursday with Russian President Boris Yeltsin.

Clinton is me=sing with Yeltsin to boost his appeal in the
for=ign policy ar=na. Ciinton"s weak point and Bush's strong suit

In his union spe=ch, Clinton said Bush promised 15 million new
jobs in his first teem and is sgill 14,5 million short.

" The president said sometimes unemployment goes up when you
come out of recession. [ do believe if he became unemploved we'd be
coming out of the recession,”* Clinton said.

Thea ke kaocksd Bush for not fully funding the Head Starnt
sdvcational program for young childrea. At the rate the program is
being funded, it will tke= undl 2035 to fund the program, Clinton

A
-

Under the consitution, we can't give him 43 more vears. Why
give him four more vears?" sid Clinton, in 2 new version of his
sump spe=ch in which he piedged univerzal health care and collegs
acc=ss and 2 new economiic strategy 0 invest in American business.
Clinton oifer=d a2 mild version of his strategy of teiling

sve=zal intersst groups what they don't want to hear as a way to

218 indepen
e 1.3 million-member union of state and loczl

that he would cat the federal govermnment's administrative

A
i

r 3 percant svery vear for four vears to help bring down

| not blame pubiic emplove=s for government gridlock,
- o~ ] 1aad - {5 -
g it on poiincal ieaders and spec=al meerests that

the svsizm {or their own benefil

cu | will never bash public employe=s, I will
o chang=,"" Clinton sud.
e=ded the union's help to change Amencans’ belief
that " " pavernment would mess up a one-car parade, that we're
ncapabie of doing anything night. ™'
" We have to prove 2s Democrats that we can make it work
2 " he sud.
Clinton, as 2 public emploves of Arkansas, has been a2

-~ - 108 4

dues-paving member of




AGENDA DOCUMENT No. X97-15 RECEIVE
BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of 28 US.C. § 2462
Statute of Limitations

SENSITIVE

MR I | !997"!
GENERAL COUNSEL’S REPORT IaTd&fi . uask

ki EXECUTIVE SESSTON

On December 26, 1996, the United States Court of Appeals for the Ninth Circu"!:

issued a decision in Federal Election Commission v. Williams, No. 95-55320 (Sth Cir. —
Filed Dec. 26, 1996). That decision held, inter alia, that the five-year statute of
limitations for filing suit to enforce a civil penalty established at 28 U.S.C. § 2462 applies
not only to judicial proceedings to enforce civil penalties already imposed, but also to
proceedings secking the imposition of these penalties, including the Commission’s law
enforcement suits under 2 U.S.C. § 437g(a)(6).

As noted in the memorandum regarding the filing of a petition for rehearing, the
Office of General Counsel believes that the Commission should accept the court's core
application of 28 U.S.C. § 2462 to its enforcement suits as the current state of the law.
See Memorandum to the Commission, Petition for Rehearing, and Suggestion for
Rehearing En Banc, In Federal Election Commission v. Williams, dated January 10,

1997. As also noted, however, we have sought further review of the court’s decision




relating to issues of equitable relief and equitable tolling." /d. See also FEC v. NRSC,

877 F. Supp. 15, 21 (D.D.C. 1995).

This General Counsel's Report discusses the impact of 28 U.S.C. § 2462 on the
Office of General Counsel’s enforcement caseload.” This Report describes the active
and inactive enforcement matters which are potentially affected by the application of the
five-year statute of limitations under 28 U.S.C. § 2462, and makes recommendations for
each of the potentially affected matters. This Report addresses all cases where the statute
of limitations potentially expires, or partially expires, by the end of calendar year 1997
(December 31, 1997).

The Office of General Counsel is recommending that

18 matters be closed at this time. By doing so, this

Office believes that it will be able to devote more resources toward more recent activity,
particularly those matters that arose from the 1996 election cycle. To avoid potential
statute of limitations problems in the future, this Office will track its cases against the
relevant statute of limitations and will perform regular reviews of its caseload. In
addition, this Office will be making periodic recommendations to the Commission with
respect to matters that may be affected by the application of the five-year statute of

limitations under 28 U.S.C. § 2462.

Pending the court’s decision, issues such as equitable relief, equitable tolling and ongoing
violations, will remain open. In some instances, although issues such as equitable tolling and equitable
relief may still be viable, this Office has cited other factors to support our recommendation to close the
matter. See, e.g., cases involving apparent violations of 2 US.C. § 441a(f).

; This Report addresses enforcement matters assigned to the Public Financing, Ethics & Special
Projects (“PFESP™) and Enforcement arcas.




L. RECOMMENDATIONS

The Office of General Counsel recommends that the Commission:

A Decline to open a MUR, close the file, and approve the appropriate letters
in Pre-MUR 344,

B. Take no action, close the file and approve the appropriate letters in the
following matters:

C

the follo

~] On ta I W N -

l.
&
4
5
6

MUR 4267
MUR 4370
MUR 4392
MUR 4432
MUR 4468
MUR 4591
MUR 4614

I'ake no further action, close the file and approve the appropriate letters in

wing matters:

MUR 3351
MUR 3571
MUR 3582
MUR 3586
MUR 3838
MUR 3841
MUR 3969
MUR 4091
MUR 4183
MUR 4209




Lawrence M. Noble
General Counsel




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

Agenda Document #X57-15
28 U.S.C. § 2462,
Statute of Limitations

CERTIFICATION

I, Marjorie W. Emmons, recording secretary for the
Federal Election Commission executive session on March 11,
1997, do hereby certify that the Commission took the
following actions with respect to Agenda Document

#X97-15:

Decided by a vote of 5-0 to -

Decline to open a MUR, close the
file, and approve the appropriate
letters in Pre-MUR 344.

Take no action, close the file, and
approve the appropriate letters in
the following matters:

MUR 4267;
MUR 4370;

4352;
MUR 4432;
MUR 4468;
MUR 4591;

4614.

~ O LN & W N

(continued)




Federal Election Commission

Certification: Agenda Document
#X97-15

March 11, 1997

Take no further action, close the
file, and approve the appropriate
letters in the following matters:

MUR 3351;
MUR 3571;
3582;
3586;
3838;
3841;
3969;
4091 ;
4183;
4208.

HwuolIawms W
K 8 & & 8 B & B .8

Commissioners Aikens, Elliott, McDonald, McGarry,

and Thomas voted affirmatively for the decision.

(continued)




Federal Election Commission

Certification: Agenda Document
#X97-15

March 11, 1997

Attest:

rjorie W. Emmons
etary of the Commission
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FEDERAL ELECTION COMMISSION

WASHINGTON, DC 2048)

June 27, 1997

CERTIFIED MAIL RETURN RECEIPT REQUESTED

Joseph E. Sandler, Esq.
General Counsel
Democratic National Committee
430 South Capitol Street, S.E.
Washington, D.C. 20003
RE: MUR 131571
Dear Mr. Sandler:

On June 30, 1992, the Federal Election Commission received a complaint filed by
Carol Darr on behalf of the Democratic National Committee that alleged certain
violations of the Federal Election Campaign Act of 1971, as amended, and requested
injunctive relief. On August 17, 1992, the Commission declined 1o seek injunctive relief.

Afier considering all the facts and circumstances of this case, including but not
limited to the applicability of the relevant statute of limitations to some or all of the
activity described in the complaint, the Commission has exercised its prosecutorial
discretion to take no further action in this case. The Commission reached this
determination objectively based upon the information on the record as a whole, the
significance of the case relative to others, the amount of time that has elapsed, and other
relevant factors. A brief narrative describing the basis for the Commission’s decision is
attached. The Commission closed its file in this matter effective March 11, 1997. The
matter will become part of the public record within 30 days.

The Act allows a complainant to seek judicial review of the Commission’s
dismissal of this action. See 2 U.S.C. § 437g(a)(8). If you have any questions, please
contact me at (202) 219-3690.

Sincerely,

i

Delanie DeWitt Painter
Aftorney

- ——
Enclosure

Narrative




MUR 3571 (Bush-Quayle ‘92 Primary, Bush-Quayle ‘92
General Committee)

(complaint generated) (‘92 cycle)

PFESP Team Il

This matter was generated by a complaint filed with the Commission on July 30,
1992, which alleged that the Bush-Quayle “92 Primary Committee used surplus campaign
funds to influence the general election. This issue is inextricably linked to the
Commission’s audits of the Bush-Quayle ‘92 Committees and the resulting repayment
determinations. This matter was transferred to CED on February 4, 1994. The case was
transferred from CED to PFESP on December 31, 1994,

On August 17, 1995, the Commission made a final determination that the Primary
Committee must repay $323,832 to the United States Treasury, inciuding a pro raia
repayment of $106,979 for non-qualified campaign expenses related to the general
election and a repayment of $216,853 for matching funds that the Primary Committee
received in excess of its entitlement. The Statement of Reasons approved by the
Commission also contained a recommendation that the Compliance Committee reimburse
the GEC $182,785 in order to eliminate the GEC’s expenditures in excess of its overall
expenditure limitations, which resulted from the payment of expenditures related to the
general election campaign by the Primary Committee. The repayment and the
recommended reimbursement arose from expenditures related to the general election
which were paid for by the Primary Committee, including a newspaper advertisement
addressed to Ross Perot supporters cited in the complaint. Thus, the repayments are
based on the same expenditures that are the subject of the complaint

On August 22, 1995, the Primary Committee, GEC, and Compliance Committee
filed petitions for review of the Commission’s final repayment determinations and a joint
motion to consolidate with the United States Court of Appeals for the District of
Columbia Circuit. On November 29, 1995, the Commission granted the Committee’s
request to stay the repayment pending appeal. On January 14, 1997, the D.C. Circuit
remanded the case to the Commission to justify its departure from the approach taken in
the audit of the Reagan-Bush '84 Committee, or to reconsider its repayment
determination. See Bush-Quayle ‘92 Primary Committee, Inc. et al. v. Federal Election
Commission, No. 95-1430 (D.C. Cir. January 14, 1997)

This Office recommends that the Commission exercise its prosecutorial discretion
and take no further action, and close the file with respect to this matter. Based on the
court’s opinion on the prefunding issue in the repayment case, pursuit of this matter
would be problematic. Since the expenditures at issue were incurred in July and early
August 1992, this matter may be barred by the five-year statute of limitations before the
Commission could litigate this matter. Moreover, pursuit of this matter would not be an

efficient use of the Commission’s resources




FEDERAL ELECTION COMMISSION

WASHINGTON, DC 20463

June 27, 1997

CERTIFIED MAIL RETURN RECEIPT REQUESTED

Bobby R. Burchfield, Esq.
Covington & Burling
1201 Pennsylvania Ave., N.W.
Suite 913
Washington, D.C. 20044
RE: MUR 3571
Bush-Quayle *92 Primary Committee, Inc.
and J. Stanley Huckaby, as treasurer
Dear Mr. Burchfield:

On August 4, 1992, the Federal Election Commission notified your clients, the
Bush-Quayle ‘92 Primary Committee, Inc. and J. Stanley Huckaby, as treasurer, of a
complaint alleging certain violations of the Federal Election Campaign Act of 1971, as
amended. A copy of the complaint was enclosed with that notification.

After considering all the facts and circumstances of this case, including but not
limited to the applicability of the relevant statute of limitations to some or all of the
activity described in the complaint, the Commission has exercised its prosecutorial
discretion to take no further action against the Bush-Quayle ‘92 Primary Committee, Inc.
and J. Stanley Huckaby, as treasurer, in this case. The Commission reached this
determination objectively based upon the information on the record as a whole, the
significance of the case relative to others, the amount of time that has elapsed, and other
relevant factors. A brief narrative describing the basis for the Commission’s decision is
attached. Accordingly, the Commission closed its file in this matter on March 11, 1997.

The confidentiality provisions at 2 U.S.C. § 437g(a)(12) no longer apply and this
matter is now public. In addition, although the complete file must be placed on the public
record within 30 days, this could occur at any time following certification of the
Commission's vote. If you wish to submit any factual or legal materials to appear on the
public record, please do so as soon as possible. While the file may be placed on the
public record before receiving your additional materials, any permissible submissions
will be added to the public record upon receipt.




Bobby Burchfield, Esq. .

MUR 3571
Page 2

If you have any questions, please contact me at (202) 219-3690.

Sincerely, .
! & ‘

Ol B Faddes

Delanie DeWitt Painter
Attorney
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