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MW004870

REPORT OF THE AUDIT DIVISION
ON
UNITED CONSERVATIVES OF AMERICA

g Background

A. Overview

This report is based on an audit of United Conservatives
Of America ("the Committee) undertaken by the Audit Division of
the Federal Election Commission ("the Commission”™) in accordance
with the provisions of the Federal Election Campaign Act of 1971,
as amended ("the Act"™). The audit was conducted pursuant to
section 438(b! of Title 2 of the United States Code which states,
in part, that the Commission may conduct audits and field
investigations of any political committee required tc file a
report under section 434 of this title. Prior to conducting any
audit under this section, the Commission shall perform an internal
review of reports filed by selected committees to determine Lf the
reports filed by a particular committee meet the threshold
requirements for substantial compliance with the Act.

The Committee registered with the Federal Election
Commission on August 4, 1988, and maintains its headguarters in
McLean, Virginia. The audit covered the period from January 1,
1989, through December 31, 1990. The Audit staff could only
perform certain reviews through October 31, 1990, the closing date
of the last report filed by the Committee at the time of
fieldwork. During the period January 1, 1989 through October 31,
1990, the Committee reported a cash balance on January 1, 1989, of
$4,678.89, total receipts of $S1,666,759.83, total disbursements of
$1,656,944.73 and a cash balance on October 31, 1990, of
$2,130.26.1/

1/ Totals do not foot due to Committee math errors.




This audit report is based upon documents and work
papers which support each of its factual statements. They form
part of the record upon which the Commission based its decisions
on the matters in the report and were available to the
Commissioners and appropriate staff for review.

B. Key Personnel

The treasurer on file for the Committee throughout the
audit period was Gregory A. Foster. On March 16, 1989, the
Commission received a letter from Mr. Guy Rodgers stating that he
had been hired as the Executive Director of the Committee. Mr,
Rodgers signed as the treasurer all Committee reports filed in
1989. 1In 1990, Mr. Robert G. Mills began signing the Committee
reports as the treasurer and is currently the Executive Director
of the Committee. No amendment to the Statement of Organization
was filed for either of the apparent changes of treasurer.

Cs Scope

The audit review included such tests as verification of
total reported receipts, disbursements and individual
transactions; review of required supporting documentation;
analysis of Committee debts and obligations; and such other audit
procedures as deemed necessary under the circumstances. Due to
the lack of sufficient documentation for payment of rent and phone
expenses and loans received from individuals, testing relative to
these areas is incomplete. 1In addition, tests to verify adeguate
disclosure of receipts and disbursements was limited 2s a result
of no reports being filed for the period November 1, 1990 through
December 31, 1990.

II1. Audit Findings and Recommendations

iy Failure to File Disclosure Reports

Section 434(a)(1l) of Title 2 of the United States Code
states, in relevant part, that the treasurer of a political
committee shall file reports of receipts and disbursements in
accordance with the provisions cof the Act.

Section 434(a)(4)(A) and itle 2 of the United
States Code state, in relevant par l committees
other than authorized committees I £
gquarterly reports in a calendar
scheduled general election 1s held; pC
election report which shall be complet - h 0th y after
such general election and includes i
year-end report.

The last report filed by the Committee at the time of
fieldwork was received by the Commission on April 24, 1991 and
covered the period of October 1, 1950, through October 31, 1980.




g e g .

The Commission’s Reports Analysis Division considered that report
a pre-general election report. The Committees failed to file a
post-general election report which would include the period from
November 1, 1990, through November 26, 1990. Additionally, the
Committee failed to file a Year End 1990 Report for the period
November 27, 1990, through December 31, 1990.

At the exit conference, the Audit staff recommended that
the Committee file the missing reports. On February 11, 1992, the
Committee filed these reports.

Recommendation #1

The Audit staff recommends no further action.

B. Misstatement of Financial Activity

Section 434(b) of Title 2 of the United States Code
states, in relevant part, that each report shall disclose the
amount of cash on hand at the beginning of the reporting period
and the total amount of all receipts and the total amount of all
disbursements received or made during the reporting period and the
calendar year.

The Audit staff performed a reconciliation of the
Committee bank accounts to its disclosure reports filed through
October 31, 1990, and determined that mateérial differences existed

in 1990. Reported beginning cash was overstated by $8,587.66,
reported receipts were understated by $11,477.76, reported
disbursements were overstated by $ 8,129.14, and ending cash was
understated by $11,020.60.

The misstatement of beginning cash can be primarily
attributed to a difference of $7,792.03 between the ending cash
reported by the Committee as of December 31, 1989 ($12,556.59) and
the beginning cash reported as of January 1, 1990 ($20,348.62).
The ending cash-on-hand figure for December 31, 1989 was
materially correct. Committee officials provided no explanation
for this reporting discrepancy.

The receipts misstatement was primarily the result of an
understatement in reported receipts on the 3rd-gquarter 19950
disclosure report. The Audit staff identified $26,614.85 more in
bank deposits than were included in the totals used by the
Committee in determining its reported receipts for individuals.
However, the Audits staff noted 518,500 in reported loan receipts
which could not be traced to identifiable bank deposits. Thus,
the net result would be an understatement of $8,114.85 in receipts
on its disclosure reports with a reconciling item of $3,362.91 for
the remaining periods.

The misstatement of disbursements was the net result of
12 disbursements totaling $14,353.12 which were reported in both
the 3rd-quarter 1990 and October 1990 disclosure reports. In




addition, there was a net overstatement of $8,324.03 for
disbursements where the Committee made math errors and amounts
were reported incorrectly. Finally, $14,031.15 in disbursements
were not reported by the Committee and a there was a reconciling
item of $516.86.

In the absence of Committee workpapers detailing the
preparation of its disclosure reports and without documentation of
loans received, which was requested by the Audit staff but not yet
provided by the Committee, the Audit staff was unable to determine
the composition of the reconciling items.

At the exit conference, the Committee was given
photocopies of audit work papers which described the required
adjustments to reported activity. The Audit staff explained the
procedures used in calculating the adjusted amounts and informed
the Committee that they would be required to file a comprehensive
amendment covering the period January 1, 1990, through October 31,
1990. At the Committee’'s reguest the Audit staff explained the
amendment process and identified which pages of the FEC forms the
Committee should use. A representative of the Committee’s
accounting firm stated that the Committee would file the
amendments as reguested. On February 11, 1992, the Committee
filed a comprehensive amendment to its disclosure reports that
materially corrected the record.

Recommendation #2

The Audit staff recommends no further action.

Ce Matters Referred to the Office of General Counsel

Other matters noted during the audit have been referred
to the Commission’s Office of General Counsel.
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FIRST GENERAL COUNSEL'S REPORT

LRA #409/AR-93-14
STAFF MEMBER: Peter G. Blumberg

SOURCE: INTERNALLY GENERATED

RESPONDENTS: United Conservatives of America and
Robert G. Mills, acting as treasurer
and Richard A. Viguerie, as chairman;
The Viguerie Company and
Richard A. Viguerie, as president;
American Mailing List Corporation and
Richard A. Viguerie, as president;
Webcraft Technologies, Inc.

RELEVANT STATUTES/
REGULATIONS: 432(a)
432(c)(1)
432(c)(2)
432(4)
433(b)(4)
433(¢c)
434(b)(3)(E)
434(b)(8B)
441b(a)
§ 100.7(a)(4)
§ 104.11(a)
§ 104.14(b)(1)
§ 114.10

2 U.5.C.
2'8.8.C.
2 U.5.C.
2 8.5.C.
2 0.5.C.
2 U.8.C.
2 U.B.C.
2 U.8.C.
2 B.8.C.
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INTERNAL REPORTS CHECKED: Audit Documents

FEDERAL AGENCIES CHECKED: None

GENERATION OF MATTER

This matter was generated by an audit of United
Conservatives of America ("the Committee”) undertaken in

accordance with 2 U.S.C. § 438(b). The Audit Division's




referrals of matters tr;n the audit are attached.
Attachment 1. The audit covers the period from January 1,
1989, through December 31, 1950. The Interim Audit Report
was approved by the Commission on September 17, 1992. The
Audit Division received the Committee’s response to the
report on November 23, 1992.

The Committee registered with the Commission on
August 4, 1988. The treasurer on file for the Committee
throughout the audit period was Gregory A. Foster. On March
16, 1989, the Commission received a letter from Guy Rodgers
in which he states that he had been hired as Executive
Director of the Committee. Guy Rodgers signed all the
Committee’s reports as Treasurer for 1989. 1In 1990, Robert
G. Mills began signing the reports as Treasurer and currently
serves as Executive Director of the Committee. No amendment
to the Statement of Organization was filed for either
apparent change of Treasurer.l/ The Committee is
incorporated in the Commonwealth of Virginia, and its

chairman is listed as Richard A. Viguerie.2/

1/ This report names Robert G. Mills as a respondent for various
apparent violations of the Federal Election Campaign Act of 1971,
as amended ("FECA"), in his capacity as acting treasurer. Mills
has been the contact person for the Committee during the audit.
See infra § II.C.

2/ Richard A. Viguerie has previously been named as a respondent
in several enforcement actions, including: MUR 93, MUR 229 and

MUR 532. Richard A. Viguerie and Company was named as a
respondent in MUR 303. Richard A. Viguerie Company, Inc. was
named as a respondent in MUR 454. American Mailing List
Corporation, another Viguerie company which is involved in this
matter, was named as a respondent in MUR 60.
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FACTUAL AND LEGAL ANALYSIS

A. Itemization and Maintenance of Records for Loan
Activity

1. Statutory and Requlatory Provisions

The treasurer of a political committee must keep
account of all contributions received by, or on behalf
the political committee. 2 U.S.C. § 432(c)(1l). For
contributions over $50, the treasurer must also record the
contributor’s name and address along with the date and amount
of the contribution. 2 U.S.C. § 432(c)(2). The term
"contribution" also includes loans made to the committee for
the purpose of influencing a federal election. 2 U.S.C.

§ 431(8)(A)(i). The committee must report the name, mailing
address, occupation and name of employer of the person making
a loan, along with the identity of any endorser or guarantor
of the loan, and the date, amount or value of the loan. 2
U.S.C. § 434(b)(3)(E).

The committee must report debts and obligations on
separate schedules together with a statement explaining the
circumstances and conditions under which each debt was
incurred and extinguished. 11 C.F.R. § 104.11(a); see 2
U.S5.C. § 434(b)(8). The debts and obligations owed by
political committees must be continuously reported until
extinguished. 11 C.F.R. § 104.11(a). The committee must
alsc maintain all records relevant to the reporting of loans,
including bank records, vouchers, worksheets, receipts, bills

and accounts which provide in sufficient detail the necessary
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information and data from which the filed reports and

statements may be verified, explained, clarified, and checked
for accuracy and completeness. 11 C.F.R. § 104.14(b)(1).

The treasurer must preserve all records required to be kept
under 2 U.S.C. § 432 for three years after the report is
filed. 2 U.S.C. § 432(4).

2. Audit rindings

Based on a review of the Committee’'s canceled checks
for loan repayments, the Audit staff identified $88,000 in
apparent loan activity during the audit period, January 1,
1989, through December 31, 1950. However, the Committee’s
reports disclose only $58,300 in loan activity. The auditors
identified nine different loans from individuals totaling
$33,653.62 which were not itemized on Schedules A or C.
Additionally, five loans totaling $14,700 which were reported
on Schedule C, were not itemized on Schedule A. Therefore,
fourteen loans totaling $48,353.62 were not itemized or
reported as required. This total represents 55% of the total
amount of apparent loan activity identified by the Audit

staff.3/

3/ We note that the Audit staff has established that most of the
Ioans received by the Committee came from individuals and were
within contribution limits. However, the audit referral indicates
that in three instances, loan repayment checks were made out to
businesses or to individuals who deposited the checks into
business accounts. This activity totals $20,884.40 (including
interest), and involves three businesses. All three business held
accounts in the Washington, D.C. metropolitan area, and therefore,
this Office and the Audit Division checked with authorities in
D.C., Virginia and Maryland, and confirmed that none of the three
businesses were incorporated in those jurisdictions.




In the Interim Audit Report, the Audit staff

recommended that the Committee file amendments to itemize
loans on Schedules A and C, and provide other specific
verifying information on all loans.4/ The Committee
responded to the Interim Audit Report with amendments to
Schedules A and C, and furnished seven loan agreements which
support $24,400 of the loan activity. The amendments to
Schedules A and C included updated information on all loans
that had been identified by the auditors.5/ However, except
for loan agreements related to 524,400 of the loan activity,
the Committee did not provide the documentation requested in
the Interim Audit Report to verify the loan activity. 11
C.F.R. § 104.14(b)(1). Thus, the Audit staff could not
determine whether all the loans the Committee received have
been disclosed.

In addition, the Committee did not provide detailed

summary pages for the amended schedules and it failed to

4/ The Audit Division reguested an accounting of all

Ioans received by the Committpe, including information related
to loan repayments and outstanding balances; signed loan
agreements; bank deposit slips; the names and addresses of
persons who received repayments or interest related to loans
made to the Committee; and the names and addresses of any
other entities that loaned money to the Committee. See
Attachment 1.

S/ We note that although the Committee eventually filed correct
Schedules A and C, these reports were not timely filed, as they
should have been filed at the time of the loans in 1988 and 1989,
rather than three to four years later in 1992. See MUR 2598
(Commission found reason to believe that the Texas Republican
Congressional Committee and its treasurer violated 2 U.S.C.

§ 434(b) by failing to timely aggregate and itemize receipts when
amendments to incomplete 1983 and 1984 reports were only filed in
1987).




address whether any loans were in the form of payments

directly to vendors rather than payments to the Committee.
The Committee also did not provide an explanation for the
reported loans that could not be traced into the Committee’'s
bank accounts. Therefore, although the Committee filed
amended reports, documentation was not provided to insure
that all loan activity has been identified and disclosed.
Since the Committee failed to provide verifying
documentation for its loan activity, this Office recommends
that the Commission find reason to believe that the Committee
and Robert G. Mills violated 2 U.S.C. § 432(d) and 11 C.F.R.
§ 104.14(b)(1).6/ Because the Committee has failed to
provide the proper documentation to verify the lenders’
identities or the circumstances in which debts were incurred
or extinguished this Office recommends that the Commission
find reason to believe that the Committee and Robert G. Mills
violated 2 U.S.C. § 434(b) and 11 C.F.R. § 104.11(a).
Since the Committee failed to timely itemize their loan
activity, and it failed to file amended summary pages of its
reports, this Office recommends that the Commission find
reason to believe the Committee and Robert G. Mills violated

2 U.8.C. § 432(c) and 2 U.8.C. § 434(b)

6/ The Commission took similar measures in MUR 2598 where it
found reason to believe that the Texas Republican Congressional
Committee violated 2 U.S5.C. §§ 432(c) and (d) when the respondent
failed to provide auditors performing a Title 2 audit records
documenting contributions.




B. Apparent Corporate Contributions

1. Statutory and Requlatory Provisions

It is unlawful for any corporation to make a
contribution or expenditure in connection with any federal
election to any political office. 2 U.S.C. § 441b(a). It is
also unlawful for any officer or director of a corpocration to
consent to any corporate expenditures which may be prohibited
contributions to candidates or committees. Id. It is also
unlawful for any candidate or political committee to accept
or receive any contribution from a corporation. 1Id. The
term "contribution” includes any direct or indirect payment,
distribution, loan (other than from a bank, pursuant to
applicable banking law and regulations, in the ordinary
course of business), advance, deposit, or gift of money, or
any services, or anything of value. 2 U.S.C. § 441b(b)(2).

Under the Commission’s prior regulations governing
extensions of credit, a corporation could extend credit to a
political committee provided that the credit was extended in
the ordinary course of business and the terms were
substantially similar to extensions of credit to
non-political debtors which were of similar size and risk of
obligation. 11 C.F.R. § 114.10 (1989); see 11 C.F.R.

§ 100.7(a)(4). However, pursuant to the Commission’s revised
regulations on extensions of credit by commercial vendors, a

corporation acting in its capacity as a commercial vendor may
extend credit to a candidate, or political committee provided

that the credit is extended in the ordinary course of the




corporation’s business and the terms are substantially

similar to extensions of credit to non-political debtors that
are of similar risk and size of obligation. 11 C.F.R.

§ 116.3(b).7/ 1In determining whether a debt has been
extended in the ordinary course of business, the Commission
will consider: (1) whether the vendor followed its
established procedures and its past practices in approving
the extension of credit; (2) whether the vendor received
prompt payment in full if it previously extended credit to
the same candidate or political committee; and (3) whether
the extension of credit conformed to the usual and normal
practice in the vendor’s trade or industry. 11 C.F.R.

§ 116.3(c).

2. Audit Findings

During audit fieldwork, the auditors discovered several

apparent prohibited contributions. The prohibited

1/ We note that October 3, 1990 was the effective date of 11
C.F.R. § 116.3, which replaced 11 C.F.R. § 114.10. 55 red. Reg.
40376 (October 3, 1990). Thegefore, any transactions oEEErrTEg
prior to October 3, 1990 are subject to 11 C.F.R. § 114.10, and
the transactions on or after October 3, 1990 would be subject to
i1 C.F.R. § 116.3. 1d. However, because the two regulations are
substantially similar we believe they both create a sufficient
nexus to the 441b vioclation. See Explanation and Justification of
11 C.F.R. § 116.3, 55 Fed. Reg. 26381 (June 27, 1989). Thus, the
transactions occurring prior to and after the effective date of
section 116.3 should be included in the same analysis. In the
case herein, all but two transactions occurred before October 3,
1993. Specifically, the two later transactions were credit
outlays made to the Committee by the Viguerie Company in October
1990 for $1,002.00, and Webcraft Technologies, Inc. in November
1990 for $64,736.50. Therefore, we note that the amount of debt
discussed in the extension of credit analysis includes debt
created through extensions of credit made both before and after
the effective date of section 116.3.
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contributions involved ihree incorporated vendors who engaged
in various transactions with the Committee. The Viguerie
Company ("TVC") appears to have made prohibited in-kind
contributions to the Committee by providing office space and
telephone services free of charge for a period of seven
months. Additionally, TVC, and twe other vendors, American
Mailing List Corporation ("AML") and Webcraft Technologies,
Inc. ("Webcraft"), have made apparent prohibited
contributions to the Committee by extending credit to the
Committee outside the ordinary course of business. We also
note various interrelationships between the Committee and two
of the vendors.8/ TVC and AML are registered corporations in
the Commonwealth of Virginia. Both corporations shared the
same address with the Committee.S/ Also, TVC, AML, and the
Committee all list Richard A. Viguerie as their chairman in

their filings with the Commonwealth.l10/

8/ Webcraft is a corporation chartered in the District of
Columbia. At this time, this Office is unaware of any connections
between the vendor and the Committee other than their business
dealings. Information relating to ties between Webcraft and the
Committee is reguested in the proposed subpoenas to Webcraft and
the Committee.

9/ Since the audit, the Committee has moved out of the building
it shared with TVC and AML. TVC and AML are still located at the
same address.

10/ However, the Committee did not report a connected
organization on its Statement of Organization. At the entrance
conference for the audit, the Committee was asked if it had a
sponsor, and the Committee responded that it had no sponsor.




a. The Viguerie cﬁgp.ny

The audit referral indicates that from January 1989
through July 1989, the Committee was using space and
telephones free of charge in a space leased by TVC. Only in
August 1989 did TVC begin to invoice the Committee for rent
and telephone use, at a rate of $597.28 a month. TVC
continued to invoice the Committee at this rate through June
1990. After June 1990, it appears that the Committee
continued to occupy the space in the building through
December 1990, but it is unclear how much the Committee was
invoiced at this time.ll/ The only verified payments made by
the Committee to TVC for rent and telephones were for August
through October 1989, in the amount of $597.28 per month.
The Audit Division also found that the Committee incurred
$114,307.86 in debt to TVC for rent, telephones and other
services during the audit period.l2/ The Committee made
payments to TVC totaling $70,649.16 relative to the debt
during the audit period. Thus, the outstanding debt to TVC,
according to the auditors, is $43,658.70. Since the audit,

the Committee has reported no new incurred debt to T™C, and

11/ The Committee claimed that it was invoiced and paid $724.00
to TVC per month, but no supporting documentation for this
assertion was provided.

12/ This debt figure does not include the debt for rent for the
January-July 1989 period, as the audit has concluded that the
Committee was never invoiced for these benefits. Additionally,
the auditors discovered correspondence from TVC to the Committee
stating that $11,962.91 of the debt was made up of money owed for
office rent, telephone and art usage. Presumably, the balance of
the debt is for mail-order services.




it has made no payments on the existing debt. However, in

its 1992 disclosure reports, the Committee reports only
$32,205.46 in debt to TVC.

We note that the audit did not determine the exact date
on which the Committee began to occupy space in the TVC
building. However, the Committee indicated in a letter to
the Commission dated March 28, 1989, that it was subleasing
space from TVC in the Falls Church building. Moreover, the
last reported monthly rental payment to the Committee’s
previous landlord, Sur Management, was made on December 30,
1988.13/

With regard to the issues relating to office rental and
telephone bill payments, the Interim Audit Report regquested
information documenting administrative expenses for the
period Janunary 1, 1989 through July 31, 1989, and rental
agreements between the Committee and TVC. The Interim Audit
Report also recommended that the Committee demonstrate that
the extensions of credit from TVC did not constitute
corporate contributions. The Audit Division sought
information such as documentation generated by TVC which
demonstrated that the extension of credit was in the ordinary

course of business and that TVC made commercially reasonable

13/ At the exit conference, the Committee was informed that
documentation was not available to perform an adequate review of
the Committee’s rent and phone expenses. The Committee responded
by asking if the office space and phones could be provided pro
bono by TVC. The auditors explained that the services could not
be provided by a corporation because they would be considered a
prohibited contribution.
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efforts to collect the debt. Additionally, the Interim

Report reguested: (1) contracts between the Committee and
TVC; (2) & listing of payments and new debts incurred from
TVC, documented with invoices and canceled checks; and (3)
explanations from TVC on its financial arrangement with the
Committee and of the role of Richard Viguerie, Earl Chester
and other corporate officers with respect to the Committee.

In its response to the Interim Audit Report, the
Committee asserted that it had been invoiced for the rental
expenses by TVC on the same invoices that came in from TVC
for mail order services. The Committee stated that it could
not locate these invoices, however, and was unable to get
duplicate invoices from TVC. Further, the Committee failed
to produce any contracts with respect to the lease of the
offices or the use of any services such as telephone
services.

With respect to the request for information on TVC's
policy on extensions of credit and collection of debts, the
Committee failed to respond except to state that the debts
continue to be reported. with respect to the request for
contracts between the Committee and TVC, the Committee
produced a contract between the Committee and TVC regarding
direct mail services. With regard to the request for an
accounting of current balances and new activity with TVC, the
Committee produced the October 1991 phone bill, a check copy
of November 1991 rent, and December 1991 invoices from

Viguerie and Associates. This response does not appear to




cover all the expenses ;t issue. With regard to the
interrelationships between the Committee and TVC, the
Committee stated that Richard Viguerie, the chairman of the
Committee, is the only Committee officer with ties to TVC.
The Committee did not provide any documentation on the
interrelationships of TVC to the other two companies, and
they did not address Viguerie’'s role with respect to TVC's
extension of credit to the Committee.

TVC has apparently made a prohibited corporate
contribution to the Committee by providing the Committee with
office space and telephone use free of charge for a period of
time, and then later by providing the Committee with these
same benefits and other services on credit outside the
ordinary course of business. It appears that the Committee
was occupying space in the TVC building from January 1, 1589
through July 31, 1989, and that it was not billed for that
period, thus resulting in an in-kind contribution from TVC.
The Committee asserts that it was invoiced for rent for the
first half of 1989 in the TVC direct mail invoices. But, to
date, neither the Committee, nor TVC, has produced the
invoices or lease agreements.ld4d/ Further, the Committee’'s
inguiry as to whether these expenses could be provided pro

bono by TVC casts suspicion on the transaction.

14/ It is also impossible to determine at this point if the
invoices that the Committee claims to have received exceeded 5527
a month, which is the rent amount that the Committee paid later to
TVC.




TVC also appears fo have made prohibited contributions
to the Committee by making long-term extensions of credit
outside the ordinary course of business. See AO 1979-36; AO
1991-18; MUR 3485. TVC has permitted the Committee to carry
a debt of $43,658.70 since December 1990, and has not
received a payment in the last two years. Further, there is
no evidence that TVC has made efforts to collect the debt,
despite regquests for such information in the Interim Audit
Report. Absent such evidence, it appears that TVC is acting
in a commercially unreasonable manner. Further, because the
Committee and TVC shared a building and a corporate officer,
the transactions between the two may not have been at arm’'s
length.

Therefore, this Office recommends that the Commission
find reason to believe that the Committee, Robert G. Mills,
acting as treasurer, and Richard A. Viguerie, as chairman,
accepted prohibited corporate contributions in violation of
U.S.C. § 441b(a).15/ This Office also recommends that the

Commission find reason to believe that The Viguerie Company

15/ We have included the chairman of the Committee as a potential
respondent because there are many indications that Viguerie played
a large role in Committee activity, and thus should be held
responsible. Additionally, Richard A. Viguerie is named as a
respondent in this Report in his capacity as president of The
Viguerie Company, and as president of American Mailing List. His
position with those companies suggests that he was involved in the
actions that have led to this potential enforcement action. See 2
U.S.C. § 441b(a); MUR 3485 (in the Americans for Robertson
enforcement action, the Commission in several instances found RTB
against corporations and their officers when the officers appeared
to have roles in the underlying viclationsz).




and Richard A. Viguerie, as president, made prohibited

corporate contributions in violation of 2 U.5.C. § 441b(a).

b. AML

AML appears to have made a prohibited contribution to
the Committee by making long-term extensions of credit
outside the ordinary course of business. The Committee
incurred $258,644.02 in debt from AML for the rental of
mailing lists during the audit period. The Committee made
payments toward the debt of $91,123.40. The debt owed AML in
December 1990 was $173,685.41. The Committee has since
incurred $37,266.67 in new debt, and has made disbursements
to AML totaling $21,568.72. The reported debt as of
November 23, 1992 is $189,383.36. The president of AML is
Richard A. Viguerie, the chairman of the Committee and the
president of TVC, and at the time of the transactions in
question, AML was located in the same building as the
Committee and TVC.

The Interim Audit Report recommended that the Committee
demonstrate that the extensions of credit from AML did not
constitute a corporate contribution. The Audit Division
sought information such as documentation generated by AML
which demonstrated that the extension of credit was in the
ordinary course of business and that AML made commercially
reasonable efforts to collect the debt. Additionally, the
Interim Report reguested: (1) contracts between the Committee
and AML; (2) a listing of payments and new debts incurred

from AML, documented with invoices and canceled checks; and




{3) explanations from AML on its financial arrangement with

the Committee and of the role of Richard Viguerie, Earl
Chester and other corporate officers with respect to the
Committee.

In its response, the Committee stated that AML
ordinarily permits customers to carry large debts. Beside
this assertion, there was no evidence to suggest that this is
a typical practice for AML or its industry. The Committee
could not produce any contracts with AML, stating that they
had no long-term contract with AML, and that the AML invoices
represented separate contracts. With regard to the request
for an accounting of current balances and new activity with
AML, the Committee produced a December 1991 invoice from AML.
The Committee did not address any interrelationships between
it and AML.

AML appears to have made prohibited contributions to
the Committee by making long-term extensions of credit
outside the ordinary course of business. We note that the
debt owed AML in December 1990 was $173,685.41, and that
since then AML has continued to extend credit to the
Committee and allowed it to increase the debt to $189,383.36.
Further, there is no evidence that AML attempted to collect
the debt, and the Committee did not provide documentation to
support any credit arrangements with AML. Finally, the
Committee and AML shared office space and had a common
officer, Richard A. Viguerie who was chairman of the

Committee and president of AML.




Therefore, this Office recommends that the Commission

find reason to believe that the Committee, Robert G, Mills,
acting as treasurer, and Richard A. Viguerie, as chairman,
accepted prohibited corporate contributions in violation of 2
U.S5.C. § 441b(a). This Office also recommends that the
Commission find reason to believe that American Mailing List
Corporation and Richard A. Viguerie, as president, made
prohibited corporate contributions in violation of 2 U.S.C.

§ 441b(a).

c. Webcraft Technologies, Inc.

The Committee incurred $454,937.53 in debt to Webcraft
through the audit period for direct mail services. The
Committee made payments toward the debt of $255,942.60. The
debt owed Webcraft on December 1990 was $198,994.93. Since
then, the Committee has not reported any more disbursements
to Webcraft, although in its last filing, the Committee
reports the debt to Webcraft as $134,258.48. Further, the
Audit Division reviewed a statement issued by Webcraft, which
shows an outstanding balance of $79,828.94 as of November 7,
1990. The Committee was asked about the discrepancies at the
exit conference, and could not provide an explanation.

The Interim Audit Report recommended that the Committee
demonstrate that the extensions of credit from Webcraft did
not constitute corporate contributions. The Audit Division
sought information such as documentation generated by
Webcraft which demonstrated that the extension of credit was

in the ordinary course of business and that Webcraft made




commercially rolaonabloheftortc to collect the debt.
Additionally, the Interim Report reguested: (1) contracts
between the Committee and Webcraft; (2) a listing of payments
and new debts incurred from Webcraft, documented with
invoices and canceled checks, and an explanation of the
discrepancies existent in the Webcraft debt; and (3)
explanations from Webcraft on its financial arrangement with
the Committee and the role of its corporate officers with
respect to the Committee.

With regard to the request for Webcraft’s practices in
extending credit and collecting debts, the Committee stated
only that the debts continue to be reported. However, the
Committee produced a contract with Webcraft, which called for
payment of all invoices thirty days after receipt. With
regard to the discrepancy in the Webcraft debt, the Committee
amended its reports to include the Audit Division’s figures
on the size of the debt.l16/ The Committee was unable to get
an explanation from Webcraft on why the Webcraft invoices
show a lower debt. With regard to the request for an
accounting of current balances and new activity with the
vendors, the Committee produced no information on the debt

owed to Webcraft. With regard to the interrelationships

16/ As noted, the Committee has several discrepancies in its
disclosure reports concerning the size of various debts owed to
vendors. The auditors have indicated that all material errors
have been corrected on amended reports, and that other errors were
not material, thus these apparent reporting violations have not
been referred by the Audit Division and will not be pursued by
this Office.




between the Committee and Webcraft, the Committee produced nc

information.

It appears that Webcraft made prohibited contributions
to the Committee by making long-term extensions of credit
outside the ordinary course of business. Webcraft has
permitted the Committee to carry a debt of $198,994.93 since
December 1990, and has not received a payment in the last two
years. The contract between the Committee and Webcraft
called for payment of any debts within thirty days, but this
provision has not been adhered to since the Committee’s debt
to Webcraft has continued to accumulate long after the thirty
day payment period. The Committee has not provided evidence
that Webcraft has made efforts to collect the debt, or to
demonstrate that permitting customers to carry large debts is
the custom for Webcraft or its industry. Further, there
exist discrepancies as to the size of the debt, as the
Committee reported a debt of $79,828.94 owed Webcraft on its
last report. The subpoena and questions seek information on
the discrepancy in reported debt.

Therefore, this Office recommends that the Commission
find reason to believe that the Committee and Robert G.
Mills, acting as treasurer, and Richard A. Viguerie, as
chairman, accepted prohibited corporate contributions in
violation of 2 U.S.C. § 44lb(a). Thie Office alsc recommends
that the Commission find reason to believe that Webcraft
Technologies, Inc. made prohibited corporate contributions in

violation of 2 U.S.C. § 441b(a).




. Registration of Political Committees

Every political committee must designate an individual
to serve as treasurer. 2 U.S.C. § 432(a). The name and
address of the treasurer must be listed in the Committee’s
statement of organization. 2 U.S.C. § 433(b)(4). Any
changes in information previously submitted in the statement
of organization, including the name of the treasurer, must be
reported in accordance with 2 U.S5.C. § 432(g) no later than
ten days after the date of the change. 2 U.S.C. § 433(c).

It is not sufficient to notify the Commission of a change of
treasurer merely by putting the new treasurer’s name on the
next report filed by the committee.

A review of the Committee’s statement of organization
shows that the treasurer of record is Gregory A. Foster.
However, since 1990, Robert G. Mills has been signing
Committee reports as treasurer. Further, Mills has been the
contact person for the Committee with the Audit Division
during the audit period. At no time, however, has the
Committee amended its Statement of Organization to notify the
Commission of this apparent change in treasurer.

Because the Committee appears to have changed
treasurers and did not report this change in its Statement of
Organization, this Office recommends that the Commission find
reason to believe that the Committee, and Robert G, Mills,

acting as treasurer, violated 2 U.S5.C. § 433(c).
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III. PLAN FOR FURTHER INVESTIGATION

Provided that the Commission finds reason to believe,
as recommended by this report, this Office will need to
obtain additional information to further investigate the
extent of apparent contributions made by the various vendors
to the Committee. This Office intends to subpoena United
Conservatives of America, The Viguerie Company, American
Mailing List Corporation and Webcraft Technologies, Inc. to
request information on billings to the Committee, the
collection procedures employed by the vendors, the business
customs in the vendors’ industries, and the
interrelationships between the Committee and the vendors.
Further, the proposed subpoenas seek clarification of the
Committee’s office space arrangements for the period in
guestion,.

This Office notes that such documentation was reguested
in the Interim Audit Report, but was not included in the
Committee’s response. Therefore, this Office recommends that
the Commission approve the attached subpoenas and gquestions

to be issued to the Committee and the vendors.

IV. RECOMMENDATIONS

l. Open a MUR.

2. Find reason to believe that the United Conservatives
of America, and Robert G. Mills, acting as treasurer,
violated 2 U.8.C. § 432(c), 2 U.8.C. § 432(4), 2 ©v.8.C.

§ 434(b), 11 C.F.R. § 104.11(a) and 11 C.F.R. § 104.14(b)(1).

3. Find reason to believe that United Conservatives of
America, and Robert G. Mills, acting as treasurer, and
Richard A. Viguerie, as president, violated 2 U.S5.C. § 441b.




4. Find reason to believe that the Viguerie Company,
and Richard A. Viguerie, as president violated 2 U.S.C.
§ 441b.

5. Find reason to believe that American Mailing List
Corporation, and Richard A. Viguerie, as president violated 2
U.5.C. § 441b.

6. Find reason to believe that Webcraft Technologies,
Inc., violated 2 U.S5.C. § 441b.

7. Find reason to believe that the United Conservatives
of America, and Robert G. Mills, acting as treasurer,
violated 2 U.S5.C. § 433(c).

8. Approve the attached Factual and Legal Analyses.

9. Approve the attached subpoenas and guestions.

10. Approve appropriate letters.

Lawrence M. Noble
General Counsel

/
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Associate General Counsel

Attachments:
1. Audit Referral
2. Committee’s Response to Interim Audit Report
3. Factual and Legal Analyses
4. Subpoenas (4)




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of
Agenda Document
United Conservatives of America - $X93-89
Final Audit Report

CERTIFICATION

I, Marjorie W. Emmons, recording secretary for the
Federal Election Commission executive session on
December 7, 1993, do hereby certify that the Commission
decided by a vote of 6-0 to approve the Final Audit
Report on United Conservatives of America as submitted
under the November 23, 1993 memorandum from the FEC

Audit Division.

Commissioners Aikens, Elliott, McDonald, McGarry,

Potter, and Thomas voted affirmatively for the decision.

Attest:

\

Pttascs Y Lopatone /

SeXretary of the Commission




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

United Conservatives of America,
and Robert G. Mills, acting as
treasurer and Richard Viguerie,
as chairman;

The Viguerie Company and Richard
A. Viguerie, as president;

American Mailing List Corporation
and Richard A. Viguerie, as
president;

Webcraft Technologies, Inc.

LRA #409

Agenda Document
#X93-89

T Tt o S it i st

CERTIFICATION

I, Marjorie W. Emmons, recording secretary for the
Federal Election Commission executive session on

-

December 7, 1993, do hereby certify that the Commission

decided to take the following actions with respect to the

above-captioned matter:

Open a MUR.

Find reason to believe that the United
Conservatives of America, and Robert G.
Mills, acting as treasurer, violated

2 U.S.C. §§ 432(c), 432(d), 434(b}, and
11 C.F.R §§ 104.11(a) and 104.14(b)(1).

Find reason to believe that United
Conservatives of America, and Robert G.
Mills, acting as treasurer, and
Richard A. Viguerie, as president
violated 2 U.5.C. § 441b.

(continued)




Federal Election Commission

Certification: United Conservatives
of America

December 7, 1993

Find reason to believe that the Viguerie
Company and Richard A. Viguerie, as
president, violated 2 U.S5.C. § 441b.

Find reason to believe that American
Mailing List Corporation, and Richard
A. Viguerie, as president, violated

2 U.S5.C. § 441b.

Find reason to believe that Webcraft
Technologies, Inc., violated 2 U.S.C.
§ 441b.

N . Find reason to believe that the United
Conservatives of America, and Robert G.

0 Mills, acting as treasurer, violated

e U.B.C. § 433({¢c).

Approve the Factual and Legal Analyses
recommended in the General Counsel’s
report dated November 23, 1993.

Approve the subpoenas and guestions
recommended in the General Counsel’s
report dated November 23, 1993,

Approve appropriate letters as recommended
- in the General Counsel’s report dated
November 23, 1993.

Commissioners Aikens, Elliott, McDonald, McGarry,

Potter, and Thomas voted affirmatively for the decision.

Attest:

-

Marjorie W. Emmons
retary of the Commission
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CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Robert G. Mills
Acting Treasurer
United Conservatives of America

Washington, D.C. 20002

FEDERAL ELECTION COMMISSION

WASHIA Jibdds |

FHON D

December 22, 1993

300 I Street, N.E.

MUR 3841

Dear Mr. Mills:

On December 7, 1993, the Federal Election Commission
found that there is reason to believe that the United
Conservatives of America ("the Committee®™) and you, acting as
treasurer, violated 2 U.S.C. §§ 432(c), 432(d), 434(b), 441b
and 433(c), provisions of the Federal Election Campaign Act
of 1971, as amended ("the Act"). The Commission also found
reason to believe that the Committee and you, acting as
treasurer, violated 11 C.F.R. §§ 104.11(a) and 104.14(b)(1).
The Factual and Legal Analysis, which formed a basis for the
Commission’s finding, is attached for your information.

You may submit any factual or legal materials that you
believe are relevant to the Commission’s consideration of
this matter. Statements should be submitted under ocath. All
responses to the enclosed Order and Subpoena to Produce
Documents must be submitted within 30 days of your receipt of
this order and subpoena. Any additional materials or
statements you wish to submit should accompany the response
to the order and subpoena. In the absence of additional
information, the Commission may find probable cause to
believe that a violation has occurred and proceed with
conciliation.

You may consult with an attorney and have an attorney
assist you in the preparation of your responses to this
order and subpoena. If you intend to be represented by
counsel, please advise the Commission by completing the
enclosed form stating the name, address, and telephone number




letter to Robott. Mills, Acting Treasurer .
page 2

of such counsel, and authorizing such counsel to receive any
notifications or other communications from the Commission.

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

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

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

For your information, we have attached a brief
description of the Commission’'s procedures for handling
possible violations of the Act. If you have any questions,
please contact Peter Blumberg, the attorney assigned to this
matter, at (202) 219-3690.

Sincerely,

Scott E. Thomas
Chairman

Enclosures

Order and Subpoena

Factual and Legal Analysis
Procedures

Designation of Counsel Form




BEFORE THE FEDERAL ELECTION COMMISSION
In the Matter of
MUR 3841
SUBPOENA TO PRODUCE DOCUMENTS
ORDER TO SUBMIT WRITTEN ANSWERS

United Conservatives of America

300 I Street, N.E.

Washington, D.C.

Pursuant to 2 U.S.C. § 437d(a)(1l) and (3), and in
furtherance of its investigation in the above captioned matter,
the Federal Election Commission hereby orders you to submit a
written answer to the question attached to this Order and
subpoenas you to produce the documents listed on this Subpoena.

Notice is given that these documents and answers must be
submitted to the Office of the General Counsel, Federal Election
Commission, 999 E Street, N.W., Washington, D.C. 20463, within
20 days of your receipt of this subpoena. Legible copies which,
where applicable, show both sides of the documents may be
substituted for originals.

WHEREFORE, the Chairman of the Federal Election Commission

has hereunto set hand in Washington, D.C. on this < 2ne

f

day of izztﬁwuﬁﬂ . 1993.

Scott"E. Thomas, Chairman
Federal Election Commission

ATTEST:

arjorie W. Emmons
Secretary to the Co
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Subpoena and Order -- United Conservatives of America
Page 2

I. INSTRUCTIONS

In answering this question and request for production of
documents, furnish all documents and other information, however
obtained, including hearsay, that is in possession cf, known by
or otherwise available to you, including documents and
information appearing in your records.

1f you cannot answer the following question and request for
production of documents in full after exercising due diligence
to secure the full information to do so, answer to the extent
possible and indicate your inability to answer the remainder,
stating whatever information or knowledge you have concerning
the unanswered portion and detailing what you did in attempting
to secure the unknown information.

Should you claim a2 privilege with respect to any answer,
documents, communications, or other items about which
information is requested by the following guestion and request
for production of documents, describe such items in sufficient
detail to provide justification for the claim. Each claim of
privilege must specify in detail all the grounds on which it
rests.

The following gquestion and request for production of
documents is continuing in nature so as to require you to file
supplementary responses or amendments during the course of this
investigation if you obtain further or different information
prior to or during the pendency of this matter. 1Include in any
supplemental answers the date upon which and the manner in which
such further or different information came to your attention.

II. DEFINITIONS
For the purpose of this discovery request, including the

instructions thereto, the terms listed below are defined as
follows:

"You" shall mean the person to whom this discovery request
is addressed, including all officers, employees, agents or
attorneys thereof.

"Persons" shall be deemed to include both singular and
plural, and shall mean any natural person, partnership,
committee, association, corporation, or any other type of
organization or entity.

"Document” shall mean the original and all non-identical
copies, including drafts, of all papers and records of every
type in your possession, custody, or control, or known by you to
exist. The term document includes, but is not limited to books,
letters, contracts, notes, diaries, log sheets, records of
telephone communications, transcripts, vouchers, accounting




Subpoena and Order -- United Conservatives of America
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statements, ledgers, checks, money orders or other commercial
paper, telegrams, telexes, pamphlets, circulars, leaflets,
reports, memoranda, correspondence, surveys, tabulations, audio
and video recordings, drawings, photographs, graphs, charts,
diagrams, lists, computer print-outs, and all other writings and
other data compilations from which information can be obtained.

"And" as well as "or" shall be construed disjunctively or
conjunctively as necessary to bring within the scope of this
request for the production of documents any documents and
materials which may otherwise be construed to be out of its
scope.

III. REQUEST FOR PRODUCTION OF DOCUMENTS

Within 30 days of service of this request, United
Conservatives of America is required to produce documentation
listed below. Specifically the recipient must produce:

(1) documentation supporting office rental, telephone and
photocopying expenses for the period January 1, 1989, through
July 31, 1989, which includes, but is not limited to, a listing
of the services provided, the amounts billed, the name of the
organization billing the Committee, the amount paid, the date of
the payment, the identity of the organization paying the bill if
it was not the Committee;

(2) leases, contracts, or other rental agreements for the
office space(s) occupied by the Committee from January 1, 1989,
through December 31, 1990.

(3) any contracts or documentation of other agreements
between the Committee and The Viguerie Company, American Mailing
List Corporation and Webcraft Technologies, Inc.;

(4) documentation related to any loan received or repaid by
the Committee from January 1, 1989 through December 31, 1990,
including, but not limited to, loan agreements and check copies.
Information must include the date of the loan, the name of the
lender, the amount of the loan, the terms of the repayment, and
the date of repayment.

IV. ORDER TO ANSWER QUESTION

Within 30 days of service of this request, United
Conservatives of America is required to submit a written answer
to the following gquestion:

(1) What is the relationship between the Committee and the
Viguerie Company, American Mailing List Corporation and Webcraft
Technologies Inc? 1Include information regarding any shared
employees, office space, corporate officers, Board members, or
any other similar relationships with the Committee.




Subpoena and Order -- United Conservatives of America
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(2) At what locations were the Committee’s administrative
offices located from January 1, 1989, through December 31, 18907

(3) Who were the lessors or owners of the office space(s)
that the Committee rented or occupied from January 1, 1989,

through December 31, 19907




FEDERAL ELECTION COMMISSION
FACTUAL AND LEGAL ANALYSIS
RESPONDENT: United Conservatives of America
and Robert G. Mills, as treasurer
300 I Street, N.E.
washington, D.C. 20002
RE: MUR 3841
BACKGROUND
This matter was generated by information obtained by
the Federal Election Commission ("the Commission") in
the normal course of carrying out its supervisory
responsibilities pursuant to the Federal Election Campaign
Act of 1971, as amended ("the Act"). 2 U.S.C. § 437g(a)(2).
On February 22, 1993, the Office of General Counsel received
a referral from the Audit Division involving United

Conservatives of America. The audit was conducted pursuant

to 2 U.5.C. § 438(b) which states, in part, that the

Commission may conduct audits and field investigations of any

political committee regquired to file a report under 2 U.S.C.
§ 434. Prior to conducting any audit under this section, the
Commission shall perform an internal review of reports filed
by the selected committees to determine if the reports filed
by a particular committee meet the threshold requirement for
substantial compliance with the Act. The audit covered the

period from January 1, 1989, through December 31, 1990.




FACTUAL AND LEGAL ANALYSIS

A. Itemization and Maintenance of Records for Loan

Activity

1. Statutory and Requlatory Provisions

The treasurer of a political committee must keep an
account of all contributions received by, or on behalf of,
the political committee. 2 U.S5.C. § 432(c)(1). For
contributions over $50, the treasurer must also record the
contributor’'s name and address along with the date and amount
of the contribution. 2 U.S.C. § 432(c)(2). The term
"contribution" also includes loans made to the committee for
the purpose of influencing a federal election. 2 U.S.C.

§ 431(8)(A)(i). The committee must report the name, mailing
address, occupation and name of employer of the person making
a loan, along with the identity of any endorser or guarantor
of the loan, and the date, amount or value of the loan. 2
U.5.C. § 434(b){3)(E).

The committee must report debts and obligations on
separate schedules together with a statement explaining the

circumstances and conditions under which each debt was

incurred and extinguished. 11 C.F.R. § 104.11(a); see 2

U.S.C. § 434(b)(8). The debts and obligations owed by
political committees must be continuously reported until
extinguished. 11 C.F.R. § 104.11(a). The committee must
also maintain all records relevant to the reporting of loans,

including bank records, vouchers, worksheets, receipts, bills




and accounts which provide in sufficient detail the necessary

information and data from which the filed reports and
statements may be verified, explained, clarified, and checked
for accuracy and completeness. 11 C.F.R. § 104.14(b)(1).

The treasurer must preserve all records required to be kept
under 2 U.S.C. § 432 for three years after the report is
filed. 2 U.S.C. § 432(d).

2. Audit Findings

Based on a review of the Committee’s canceled checks
for loan repayments, the Audit staff identified $88,000 in
apparent loan activity during the audit period, January 1,
1989, through December 31, 1990. However, the Committee‘’s
reports disclose only $58,300 in loan activity. The auditors
identified nine different loans from individuals totaling
$33,653.62 which were not itemized on Schedules A or C.
Additionally, five loans totaling $14,700 which were reported
on Schedule C, were not itemized on Schedule A. Therefore,
fourteen loans totaling $48,353.62 were not itemized or
reported as required. This total represents 55% of the total
amount of apparent loan activity identified by the Audit
staff.

In the Interim Audit Report, the Audit staff
recommended that the Committee file amendments to itemize

loans on Schedules A and C, and provide other specific




verifying information on all loans.l/ The Committee
responded to the Interim Audit Report with amendments to
Schedules A and C, and furnished seven loan agreements which
support $24,400 of the loan activity. The amendments to
Schedules A and C included updated information on all loans
that had been identified by the auditors.2/ However, except
for loan agreements related to $24,400 of the loan activity,
the Committee did not provide the documentation requested in
the Interim Audit Report to verify the loan activity. 11
C.F.R. § 104.14(b)(1). Thus, the Audit staff could not
determine whether all the loans the Committee received have
been disclosed.

In addition, the Committee did not provide detailed
summary pages for the amended schedules and it failed to
address whether any loans were in the form of payments
directly to vendors rather than payments to the Committee.
The Committee also did not provide an explanation for the
reported loans that could not be traced into the Committee’'s

bank accounts. Therefore, although the Committee filed

1/ The Audit Division requested an accounting of all

Toans received by the Committee, including information related
to loan repayments and outstanding balances; signed loan
agreements; bank deposit slips; the names and addresses of
persons who received repayments or interest related to loans
made to the Committee; and the names and addresses of any
other entities that loaned money to the Committee., See
Attachment 1. J

2/ Although the Committee eventually filed correct Schedules A
and C, these reports were not timely filed, as they should have
been filed at the time of the loans in 1988 and 1989, rather than
three to four years later in 1992,




amended reports, documentation was not provided to insure
that all loan activity has been identified and disclosed.

Since the Committee failed to provide verifying
documentation for its loan activity, there is reason to
believe that the Committee and its treasurer violated 2
U.5.C. § 432(d) and 11 C.F.R. § 104.14(b)(1). Because the
Committee has failed to provide the proper documentation to
verify the lenders’ identities or the circumstances in which
debts were incurred or extinguished there is reason to
believe that the Committee and its treasurer violated 2
U.S.C. § 434(b) and 11 C.F.R. § 104.11(a). Since the
Committee failed to timely itemize their loan activity, and
it failed to file amended summary pages of its reports, there
is reason to believe the Committee and its treasurer violated
2 U.S.C. § 432(c) and 2 U.5.C. § 434(b)

B. Apparent Corporate Contributions

1. Statutory and Regulatory Provisions

It is unlawful for any corporation to make a
contribution or expenditure in connection with any federal
election to any political office. 2 U.S5.C. § 441b(a). It is
also unlawful for any officer or director of a corporation to
consent to any corporate expenditures which may be prohibited

contributions to candidates or committees. Id. It is also

unlawful for any candidate or political committee to accept

or receive any contribution from a corporation. Id. The
term "contribution" includes any direct or indirect payment,

distribution, loan (other than from a bank, pursuant to




applicable banking law and regulations, in the ordinary

course of business), advance, deposit, or gift of money, or
any services, or anything of value. 2 U.S5.C. § 441b(b)(2).
Under the Commission’s prior regulations governing
extensions of credit, a corporation could extend credit to a
political committee provided that the credit was extended in
the ordinary course of business and the terms were
substantially similar to extensions of credit to
non-political debtors which were of similar size and risk of
obligation. 11 C.F.R. § 114.10 (1989); see 11 C.F.R.
§ 100.7(a)(4). However, pursuant to the Commission’s revised
regulations on extensions of credit by commercial vendors, a
corporation acting in its capacity as a commercial vendor may
extend credit to a candidate, or political committee provided
that the credit is extended in the ordinary course of the
corporation’s business and the terms are substantially
similar to extensions of credit to non-political debtors that

are of similar risk and size of obligation. 11 C.F.R.




§ 116.3(b).3/ In determining whether a debt has been extended
in the ordinary course of business, the Commission will
consider: (1) whether the vendor followed its established
procedures and its past practices in approving the extension
of credit; (2) whether the vendor received prompt payment in
full if it previously extended credit to the same candidate
or political committee; and (3) whether the extension of
credit conformed to the usual and normal practice in the
vendor’s trade or industry. 11 C.F.R. § 116.3(c).

2. Audit Findings

During audit fieldwork, the auditors discovered several
apparent prohibited contributions. The prohibited
contributions involved three incorporated vendors who engaged
in various transactions with the Committee. The Viguerie
Company ("TVC") appears to have made prohibited in-kind
contributions to the Committee by providing office space and

telephone services free of charge for a period of seven

3/ October 3, 1990 was the effective date of 11 C.F.R. § 116.3,
which replaced 11 C.F.R. § 114.10. 55 Fed. Reg. 40376 (October 3,
1990). Therefore, any transactions occurring prior to October 3,
1990 are subject to 11 C.F.R. § 114.10, and the transactions on or
after October 3, 1990 would be subject to 11 C.F.R. § 116.3. 14d.
However, because the two regulations are substantially similar,
both create a sufficient nexus to the 441b violation. See
Explanation and Justification of 11 C.F.R. § 116.3, 55 Fed. Regq.
26381 (June 27, 1989). Thus, the transactions occurring prior to
and after the effective date of section 116.3 should be included
in the same analysis. In the case herein, all but two
transactions occurred before October 3, 1993. Specifically, the
two later transactions were credit outlays made to the Committee
by the Viguerie Company in October 1990 for $1,002.00, and
Webcraft Technologies, Inc. in November 1990 for $64,736.50,.
Therefore, the amount of debt discussed in the extension of credit
analysis includes debt created through extensions of credit made
both before and after the effective date of section 116.3.




months. Additionally, TVC, and two other vendors, American
Mailing List Corporation ("AML") and Webcraft Technologies,
Inc. ("Webcraft™), have made apparent prohibited
contributions to the Committee by extending credit to the
Committee outside the ordinary course of business. There are
various interrelationships between the Committee and two of
the vendors. TVC and AML are registered corporations in the
Commonwealth of Virginia. Both corporations shared the same
address with the Committee.4/ Also, TVC, AML, and the
Committee all list Richard A. Viguerie as their chairman in
their filings with the Commonwealth.5/

a. The Viguerie Company

The audit referral indicates that from January 1989
through July 1989, the Committee was using space and
telephones free of charge in a space leased by TVC. Only in
August 1989 did TVC begin to invoice the Committee for rent
and telephone use, at a rate of $597.28 a month. TVC
continued to invoice the Committee at this rate through June
1990. After June 1990, it appears that the Committee
continued to occupy the space [in the building] through

December 1990, but it is unclear how much the Committee was

4/ Since the audit, the Committee has moved out of the building
it shared with TVC and AML. TVC and AML are still located at the
same address.

S/ However, the Committee did not report a connected
organization on its Statement of Organization. At the entrance
conference for the audit, the Committee was asked if it had a
sponsor, and the Committee responded that it had no sponsor.




invoiced at this time.6/ The only verified payments made by
the Committee to TVC for rent and telephones were for August
through October 1989, in the amount of $597.28 per month.
The Audit Division also found that the Committee incurred
$114,307.86 in debt to TVC for rent, telephones and other
services during the audit period.7/ The Committee made
payments to TVC totaling $70,649.16 relative to the debt
during the audit period. Thus, the outstanding debt to TVC,
according to the auditors, is $43,658.70. Since the audit,
the Committee has reported no new incurred debt to TVC, and
it has made no payments on the existing debt. However, in
its 1992 disclosure reports, the Committee reports only
$32,205.46 in debt to TVC.

The audit did not determine the exact date on which the
Committee began to occupy space in the TVC building.
However, the Committee indicated in a letter to the
Commission dated March 28, 1989, that it was subleasing space
from TVC in the Falls Church building. Moreover, the last

reported monthly rental payment to the Committee’s

6/ The Committee claimed that it was invoiced and paid $724.00
to TVC per month, but no supporting documentation for this
assertion was provided.

1/ This debt figure does not include the debt for rent for the
January-July 1989 period, as the audit has concluded that the
Committee was never invoiced for these benefits. Additionally,
the auditors discovered correspondence from TVC to the Committee
stating that $511,962.91 of the debt was made up of money owed for
office rent, telephone and art usage. Presumably, the balance of
the debt is for mail-order services.




previous landlord, Sur Management, was made on December 30,
1988.8/

With regard to the issues relating to office rental and
telephone bill payments, the Interim Audit Report requested
information documenting administrative expenses for the
period January 1, 1989, through July 31, 1989, and rental
agreements between the Committee and TVC. The Interim Audit
Report also recommended that the Committee demonstrate that
the extensions of credit from TVC did not constitute
corporate contributions. The Audit Division sought
information such as documentation generated by TVC which
demonstrated that the extension of credit was in the ordinary
course of business and that TVC made commercially reasonable
efforts to collect the debt. Additionally, the Interim
Report reqguested: (1) contracts between the Committee and
TVC; (2) a listing of payments and new debts incurred from
TVC, documented with invoices and canceled checks; and (3)
explanations from TVC on its financial arrangement with the
Committee and of the role of Richard Viguerie, Earl Chester
and other corporate officers with respect to the Committee.

In its response to the Interim Audit Report, the

Committee asserted that it had been invoiced for the rental

8/ At the exit conference, the Committee was informed that
documentation was not available to perform an adequate review of
the Committee’s rent and phone expenses. The Committee responded
by asking if the office space and phones could be provided pro
bono by TVC. The auditors explained that the services could not
be provided by a corporation because they would be considered a
prohibited contribution.




expenses by TVC on the same invoices that came in from TVC

for mail order services. The Committee stated that it could

not locate these invoices, however, and was unable to get

duplicate invoices from TVC. Further, the Committee failed

to produce any contracts with respect to the lease of the

offices or the use of any services such as telephone

services.

With respect to the request for information on TVC's

policy on extensions of credit and collection of debts, the

Committee failed to respond except to state that the debts

continue to be reported. With respect to the request for

contracts between the Committee and TVC, the Committee

produced a contract between the Committee and TVC regarding

N direct mail services. With regard to the request for an

accounting of current balances and new activity with TVC, the

Committee produced the October 1991 phone bill, a check copy

and December 1991 invoices from

of November 1991 rent,

Viguerie and Associates. This response does not appear to

cover all the expenses at issue. With regard to the

interrelationships between the Committee and TVC, the

Committee stated that Richard Viguerie, the chairman of the

Committee, is the only Committee officer with ties to TVC.

The Committee did not provide any documentation on the

interrelationships of TVC to the other two companies, and

they did not address Viguerie’'s role with respect to TVC's

extension of credit to the Committee.



TVC has apparently made a prohibited corporate
contribution to the Committee by providing the Committee with
office space and telephone use free of charge for a period of
time, and then later by providing the Committee with these
same benefits and other services on credit outside the
ordinary course of business. It appears that the Committee
was occupying space in the TVC building from January 1, 1989,
through July 31, 1989, and that it was not billed for that
period, thus resulting in an in-kind contribution from TVC.
The Committee asserts that it was invoiced for rent for the
first half of 1989 in the TVC direct mail invoices. But, to
date, neither the Committee, nor TVC, has produced the
invoices or lease agreements.9/ Further, the Committee’s
inquiry as to whether these expenses could be provided pro
bono by TVC casts suspicion on the transaction.

TVC also appears to have made prohibited contributions
to the Committee by making long-term extensions of credit
outside the ordinary course of business. See AO 1979-36; AO
1991-18; MUR 3485. TVC has permitted the Committee to carry
a debt of $43,658.70 since December 1990, and has not
received a payment in the last two years. Further, there is
no evidence that TVC has made efforts to collect the debt,
despite requests for such information in the Interim Audit

Report. Absent such evidence, it appears that TVC is acting

9/ It is also impossible to determine at this point if the
invoices that the Committee claims to have received exceeded $527
a month, which is the rent amount that the Committee paid later to
TVC.




in a commercially unreasonable manner. Further, because the
Committee and TVC shared a building and a corporate officer,
the transactions between the two may not have been at arm’'s
length.

Therefore, there is reason to believe that the

Committee and Robert G. Mills, acting as treasurer, accepted

prohibited corporate contributions in violation of 2 U.S.C.
§ 441b(a).

b. AML

AML appears to have made a prohibited contribution to
the Committee by making long-term extensions of credit
outside the ordinary course of business. The Committee
incurred $258,644.02 in debt from AML for the rental of
mailing lists during the audit period. The Committee made
payments toward the debt of $91,123.40. The debt owed AML in
December 1990 was $173,685.41. The Committee has since
incurred $37,266.67 in new debt, and has made disbursements
to AML totaling $21,568.72. The reported debt as of
November 23, 1992 is $189,383.36. The president of AML is
Richard A. Viguerie, the chairman of the Committee and the
president of TVC, and at the time of the transactions in
question, AML was located in the same building as the
Committee and TVC.

The Interim Audit Report recommended that the Committee
demonstrate that the extensions of credit from AML did not
constitute a corporate contribution. The Audit Division

sought information such as documentation generated by AML




which demonstrated that the extension of credit was in the
ordinary course of business and that AML made commercially
reasonable efforts to collect the debt. Additionally, the
Interim Report reguested: (1) contracts between the Committee
and AML; (2) a listing of payments and new debts incurred
from AML, documented with invoices and canceled checks; and
(3) explanations from AML on its financial arrangement with
the Committee and of the role of Richard Viguerie, Earl
Chester and other corporate officers with respect to the
Committee.

In its response, the Committee stated that AML
ordinarily permits customers to carry large debts. Beside
this assertion, there was no evidence to suggest that this is
a typical practice for AML or its industry. The Committee
could not produce any contracts with AML, stating that they
had no long-term contract with AML, and that the AML invoices

represented separate contracts. With regard to the request

for an accounting of current balances and new activity with

AML, the Committee produced a December 1991 invoice from AML.
The Committee did not address any interrelationships between
the Committee and AML.

AML appears to have made prohibited contributions to
the Committee by making long-term extensions of credit
coutside the ordinary course of business. The debt owed AML
in December 1990 was $173,685.41, and that since then AML has
continued to extend credit to the Committee and allowed it to

increase the debt to $189,383.36. Further, there is no




evidence that AML attempted to collect the debt, and the
Committee did not provide documentation to support any credit
arrangements with AML. Finally, the Committee and ANML shared
office space and had a common officer, Richard A. Viguerie
who was chairman of the Committee and president of AML.
Therefore, there is reason to believe that the
Committee and Robert G. Mills, acting as treasurer, accepted
prohibited corporate contributions in violation of 2 U.S5.C.
§ 441b(a).

c. Webcraft Technologies, Inc.

The Committee incurred $454,937.53 in debt to Webcraft
through the audit period for direct mail services. The
Committee made payments toward the debt of $255,942.60. The
debt owed Webcraft on December 1990 was $198,994.93. Since
then, the Committee has not reported any more disbursements
to Webcraft, although in its last filing, the Committee
reports the debt to Webcraft as $134,258.48. Further, the
Audit Division reviewed a statement issued by Webcraft, which
shows an outstanding balance of $79,828.94 as of November 7,
1990. The Committee was asked about the discrepancies at the
exit conference, and could not provide an explanation.

The Interim Audit Report recommendted that the Committee
demonstrate that the extensions of credit from Webcraft did

not constitute corporate contributions. The Audit Division

sought information such as documentation generated by

Webcraft which demonstrated that the extension of credit was

in the ordinary course of business and that Webcraft made




commercially reasonable efforts to collect the debt.

Additionally, the Interim Report reguested: (1) contracts

between the Committee and Webcraft; (2) a listing of payments

and new debts incurred from Webcraft, documented with
invoices and canceled checks, and an explanation of the
discrepancies existent in the Webcraft debt; and (3)
explanations from Webcraft on its financial arrangement with
the Committee and the role of its corporate officers with
respect to the Committee.

With regard to the regquest for Webcraft’'s practices in
extending credit and collecting debts, the Committee stated
only that the debts continue to be reported. However, the
Committee produced a contract with Webcraft, which called for
payment of all invoices thirty days after receipt. With
regard to the discrepancy in the Webcraft debt, the Committee
amended its reports to include the Audit Division’'s figures
on the size of the debt. The Committee was unable to get an
explanation from Webcraft on why the Webcraft invoices show a
lower debt. With regard to the regquest for an accounting of
current balances and new activity with the vendors, the
Committee produced no information on the debt owed to
Webcraft. With regard to the interrelationships between the
Committee and Webcraft, the Committee produced no
information.

It appears that Webcraft made prohibited contributions
to the Committee by making long-term extensions of credit

outside the ordinary course of business. Webcraft has




permitted the Committee to carry a debt of $198,994.93 since
December 1990, and has not received a payment in the last two
years. The contract between the Committee and Webcraft
called for payment of any debts within thirty days, but this

provision has not been adhered to since the Committee’'s debt

to Webcraft has continued to accumulate long after the thirty

day payment period. The Committee has not provided evidence
that Webcraft has made efforts to collect the debt, or to
demonstrate that permitting customers to carry large debts is
the custom for Webcraft or its industry. Further, there
exist discrepancies as to the size of the debt, as the
Committee reported a debt of $79,828.94 owed Webcraft on its
last report. The subpoena and guestions seek information on
the discrepancy in reported debt.

Therefore, there is reascn to believe that the
Committee and Robert G. Mills, acting as treasurer, accepted
prohibited corporate contributions in violation of 2 U.S.C.
§ 441b(a).

C. Registration of Political Committees

Every political committee must designate an individual
to serve as treasurer. 2 U.S.C. § 432(a). The name and
address of the treasurer must be listed in the Committee’s
statement of organization. 2 U.S.C. § 433(b)(4). Any
changes in information previously submitted in the statement
of organization, including the name of the treasurer, must be
reported in accordance with 2 U.S5.C. § 432(g) no later than

ten days after the date of the change. 2 U.S.C. § 433(c).




It is not sufficient to notify the Commission of a change of

treasurer merely by putting the new treasurer’'s name on the
next report filed by the committee.

A review of the Committee’s statement of organization
shows that the treasurer of record is Gregory A. Foster.
However, since 1990, Robert G. Mills has been signing
Committee reports as treasurer. Further, Mills has been the
contact person for the Committee with the Audit Division
during the audit period. At no time, however, has the
Committee amended its Statement of Organization to notify the
Commission of this apparent change in treasurer.

Because the Committee appears to have changed
treasurers and did not report this change in its Statement of
Organization, there is reason to believe that the Committee,
and Robert G. Mills, acting as treasurer, violated 2 U.S.C.

§ 433(c).

In summary, there is reason to believe that United
Conservative of America and Robert G. Mills, acting as
treasurer, violated 2 U.S.C. § 434(b), 2 U.S.C. § 432(c) and
(d), 2 U.5.C. § 441b, 2 U.S8.C. § 433(c), 11 C.Fr.R.

§ 104.11(a) and 11 C.F.R. § 104.14(b)(1).




FEDERAL ELECTION COMMISSION

WASHINI, TN ' il

December 22, 1993

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Richard A. Viguerie

President

American Mailing List Corporation
7777 Leesburg Pike

Falls Church, VA 22043

MUR 3841

Dear Mr. Viguerie:

On December 7, 1993, the Federal Election Commission
found that there is reason to believe that American Mailing

List Corporation and you, as President, violated 2 U.S.C.

§ 441b, a provision of the Federal Eleciion Campaign Act of
1971, as amended ("the Act"). The Factual and Legal
Analysis, which formed a basis for the Commission’s finding,
is attached for your information.

You may submit any factual or legal materials that you
believe are relevant to the Commission’s consideration of
this matter. Statements should be submitted under ocath. All
responses to the enclosed Order and Subpoena to Produce
Documents must be submitted within 30 days of your receipt of
this order and subpoena. Any additional materials or
statements you wish to submit should accompany the response
to the order and subpoena. In the absence of additional
information, the Commission may find probable cause to
believe that a violation has occurred and proceed with
conciliation.

You may consult with an attorney and have an attorney
assist you in the preparation of your responses to this
order and subpoena. If you intend to be represented by
counsel, please advise the Commission by completing the
enclosed form stating the name, address, and telephone number
of such counsel, and authorizing such counsel to receive any
notifications or other communications from the Commission.
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If you are interested in pursuing pre-probable cause
conciliation, you should so request in writing. See
11 C.F.R. § 111.18(d). Upon receipt of the request, the
Office of the General Counsel will make recommendations to
the Commission either proposing an agreement in settlement of
the matter or recommending declining that pre-probable cause
conciliation be pursued. The Office of the General Counsel
may recommend that pre-probable cause conciliation not be
entered into at this time so that it may complete its
investigation of the matter. Further, requests for
pre-probable cause conciliation will not be entertained after
briefs on probable cause have been mailed to the respondent.

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

This matter will remain confidential in accordance with
2 U.S5.C. §§ 437g(a)(4)(B) and 437g(a)(12)(A), unless you
notify the Commission in writing that you wish the
investigation to be made public.

For your information, we have attached a brief
description of the Commission’s procedures for handling
possible violations of the Act. If you have any guestions,
please contact Peter Blumberg, the attorney assigned to this
matter, at (202) 219-3690.

Sincerely,

—

;;";L~$444:;#0f'

Scott E. Thomas
Chairman

Enclosures

Order and Subpoena

Factual and Legal Analysis
Procedures

Designation of Counsel Form




BEFORE THE FEDERAL ELECTION COMMISSION
In the Matter of
MUR 3841
SUBPOENA TO PRODUCE DOCUMENTS
ORDER TO SUBMIT WRITTEN ANSWERS
American Mailing List Corporation
7777 Leesburg Pike
Falls Church, VA 22043
Pursuant to 2 U.S5.C. § 437d(a)(1l) and (3), and in
furtherance of its investigation in the above captioned matter,
the Federal Election Commission hereby orders you to submit a
written answer to the guestion attached to this Order and
subpoenas the documents listed on this Subpoena.
Notice is given that these documents and answers must be
submitted to the Office of the General Counsel, Federal Election

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

20 days of your receipt of this subpoena. Legible copies which,

where applicable, show both sides of the documents may be

substituted for originals.

WHEREFORE, the Chairman of the Federal Election Commission

has hereunZo set hand in Washington, D.C. on this X ey
.
day of » 1993.

-
Scott E. TéonaS. Cﬁairnan

Federal Election Commission

ATTEST:

¢é£ﬁat£or;e w. Eénons 5'

d; Secretary to the Commission




Subpoena and Order -- American Mailing List Corporation
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X. INSTRUCTIONS

In answering this question and request for production of
documents, furnish all documents and other information, however
cbtained, including hearsay, that is in possession of, known by
or otherwise available to you, including documents and
information appearing in your records.

1f you cannot answer the following question and request for
production of documents in full after exercising due diligence
to secure the full information to do so, answer to the extent
possible and indicate your inability to answer the remainder,
stating whatever information or knowledge you have concerning
the unanswered portion and detailing what you did in attempting
to secure the unknown information.

Should you claim a privilege with respect to any answers,
documents, communications, or other items about which
information is requested by the following gquestion and request
for production of documents, describe such items in sufficient
detail to provide justification for the claim. Each claim of
privilege must specify in detail all the grounds on which it
rests.

The following guestion and request for production of
documents is continuing in nature so as to require you to file
supplementary responses or amendments during the course of this
investigation if you obtain further or different information
prior to or during the pendency of this matter. 1Include in any
supplemental answers the date upon which and the manner in which
such further or different information came to your attention.

II. DEFINITIONS

For the purpose of this discovery request, including the
instructions thereto, the terms listed below are defined as
follows:

"You" shall mean the person to whom this discovery request
is addressed, including all officers, employees, agents or
attorneys thereof.

"Persons” shall be deemed to include both singular and
plural, and shall mean any natural person, partnership,
committee, association, corporation, or any other type of
organization or entity.

"Document” shall mean the original and all non-identical
copies, including drafts, of all papers and records of every
type in your possession, custody, or control, or known by you to
exist. The term document includes, but is not limited to books,
letters, contracts, notes, diaries, log sheets, records of
telephone communications, transcripts, vouchers, accounting
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statements, ledgers, checks, money orders or other commercial
paper, telegrams, telexes, pamphlets, circulars, leaflets,
reports, memoranda, correspondence, surveys, tabulations, audio
and video recordings, drawings, photographs, graphs, charts,
diagrams, lists, computer print-outs, and all other writings and
other data compilations from which information can be obtained.

"And" as well as "or"™ shall be construed disjunctively or
conjunctively as necessary to bring within the scope of this
request for the production of documents any documents and
materials which may otherwise be construed to be out of its
scope.

II1. REQUEST FOR PRODUCTION OF DOCUMENTS

Within 30 days of service of this request, American Mailing
List Corporation is required to produce documentation relevant
to transactions with United Conservatives of America ("the
Committee"), Specifically the recipient must produce:

(1) for the period January 1, 1989 through December 31,
1990, vendor statements or other documents which detail the
amounts billed to the Committee and the payments received from
the Committee, and all supporting documentation including, but
not limited to, all invoices, copies of deposited checks,
ledgers and any other financial records;

(2) documentation detailing the vendor’s efforts to collect
the debt owed by the Committee. This includes, but is not
limited to, collection letters sent to the Committee, collection
agency correspondence, phone logs detailing telephone calls made
to collect the debt, Committee’s responses to the vendor’'s
efforts, explanations or documentation describing the vendor’s
industry’'s custom for debt collection;

(3) any contracts, leases or other agreements between
American Mailing List Corporation and United Conservatives of
America;

(4) a statement identifying the vendor’s address(es) from
January 1, 1989 through December 31, 1990;

(5) a statement identifying the corporation’s officers,
directors and Board members.

IV. ORDER TO ANSWER QUESTION

Within 30 days of service of this request, American Mailing
List Corporation is required to submit a written answer to the
following guestion:

What is the relationship between American Mailing List
Corporation and the United Conservatives of America? 1Include
information regarding any shared employees, office space,
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corporate officers, Board members, corporate by-laws or
charters, or any other similar relationships with the Committee.




FEDERAL ELECTION COMMISSION
FACTUAL AND LEGAL ANALYSIS
RESPONDENT: American Mailing List Corporation
and Richard A. Viguerie, as president
7777 Leesburg Pike
Falls Church, VA 22043
RE: MUR 3841
BACKGROUND
This matter was generated by information obtained by
the Federal Election Commission ("the Commission"™) in
the normal course of carrying out its supervisory
responsibilities pursuant to the Federal Election Campaign
Act of 1971, as amended ("the Act"). 2 U.S.C. § 437g(a)(2).
This matter is related to transactions between American
Mailing List Corporation ("AML") and the United Conservatives

of America ("the Committee™).

II. APPARENT CORPORATE CONTRIBUTIONS

1. Statutory and Regulatory Provisions

It is unlawful for any corporation to make a
contribution or expenditure in connection with any federal
election to any political office. 2 U.S.C. § 441b(a). It is
also unlawful for any officer or director of a corporation to
consent to any corporate expenditures which may be prohibited
contributions to candidates or committees. Id. It is also

unlawful for any candidate or political committee to accept

or receive any contribution from a corporation. 1Id. The




term "contribution” includes any direct or indirect payment,
distribution, loan (other than from a bank, pursuant to

applicable banking law and regqulations, in the ordinary

course of business), advance, deposit, or gift of money, or

any services, or anything of value. 2 U.S.C. § 441b(b)(2).
Under the Commission’s prior requlations governing
extensions of credit, a corporation could extend credit to a
political committee provided that the credit was extended in
the ordinary course of business and the terms were
substantially similar to extensions of credit to
non-political debtors which were of similar size and risk of
obligation. 11 C.F.R. § 114.10 (1989); see 11 C.F.R.
§ 100.7(a)(4). However, pursuant to the Commission’s revised
regulations on extensions of credit by commercial vendors, a
corporation acting in its capacity as a commercial vendor may
extend credit to a candidate, or political committee provided
that the credit is extended in the ordinary course of the
corporation’s business and the terms are substantially
similar to extensions of credit to non-political debtors that

are of similar risk and size of obligation. 11 C.F.R.
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§ 116.3(b).1/ In determining whether a debt has been
extended in the ordinary course of business, the Commission
will consider: (1) whether the vendor followed its
established procedures and its past practices in approving
the extension of credit; (2) whether the vendor received
prompt payment in full if it previously extended credit to
the same candidate or political committee; and (3) whether
the extension of credit conformed to the usual and normal
practice in the vendor’s trade or industry. 11 C.F.R.

§ 116.3(c).

2. Audit Findings

During audit fieldwork, the auditors discovered several
apparent prohibited contributions. American Mailing List
Corporation appears to have made prohibited in-kind
contributions to the Committee by extending credit to the
Committee outside the ordinary course of business. There are
also various interrelationships between the Committee and

AML. AML is a registered corporation in the Commonwealth of

1/ October 3, 1990 was the effective date of 11 C.F.R. § 116.3,
which replaced 11 C.F.R. § 114.10. 55 Fed. Reg. 40376 (October 3,
1990). Therefore, any transactions occurring prior to October 3,
1990 are subject to 11 C.F.R. § 114.10, and the transactions on or
after Cctober 3, 1990 would be subject to 11 C.F.R. § 116.3. 1d.
However, because the two regulations are substantially similar,
both create a sufficient nexus to the 441b viclation. See
Explanation and Justification of 11 C.F.R. § 116.3, 55 Fed. Regq.
26381 (June 27, 1989). Thus, the transactions occurring prior to
and after the effective date of section 116.3 should be included
in the same analysis. In the case herein, all but two
transactions occurred before October 3, 1993. Therefore, the
amount of debt discussed in the extension of credit analysis
includes debt created through extensions of credit made both
before and after the effective date of section 116.3.




Virginia. It shared an address with the Committee during the
auvdit period from January 1989 through December 1990.2/

Also, AML and the Committee list Richard A. Viguerie as their
chairman in their filings with the Commonwealth.3/

AML appears to have made a prohibited contribution to
the Committee by making long-term extensions of credit
outside the ordinary course of business. The Committee
incurred $258,644.02 in debt from AML for the rental of
mailing lists during the audit period. The Committee made
payments toward the debt of $91,123.40. The debt owed AML in
December 1990 was $173,685.41. The Committee has since
incurred $37,266.87 in new debt, and has made disbursements
to AML totaling $21,568.72. The reported debt as of
November 23, 1992 is $189,383.36. The president of AML is
Richard A. Viguerie, the chairman of the Committee, and at
the time of the transactions in question, AML was located in
the same building as the Committee.

AML appears to have made prohibited contributions to
the Committee by making long-term extensions of credit
outside the ordinary course of business. The
debt owed AML in December 1990 was $173,685.41, and that

since then AML has continued to extend credit to the

2/ Since the audit, the Committee has moved out of the building
it shared with AML. AML is still located at the same address.

3/ However, the Committee did not report a connected
organization on its Statement of Organization. At the entrance
conference for the audit, the Committee was asked if it had a
sponsor, and the Committee responded that it had no sponsor.




Committee and allowed it to increase the debt to $189,383.36.
Further, there is no evidence that AML attempted to collect
the debt, and the Committee did not provide documentation to
support any credit arrangements with AML. Finally, the
Committee and AML shared office space and had & common
officer, Richard A. Viguerie who was chairman of the
Committee and president of AML.

Therefore, there is reason to believe that American

Mailing List Corporation and Richard A. Viguerie, as

president made prohibited corporate contributions in

violation of 2 U.S5.C. § 441b(a).
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WASHINGTION DT 2040 )

December 22, 1993

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Webcraft Technologies, Inc.
1730 M Street, N.W.
wWashington, D.C. 20036

MUR 3841

Dear Webcraft Technologies, Inc.:

On December 7, 1993, the Federal Election Commission
found that there is reason to believe that Webcraft
Technologies, Inc. violated 2 U.S.C. § 441b, a provision of
the Federal Election Campaign Act of 1971, as amended ("the
Act"). The Factual and Legal Analysis, which formed a basis
for the Commission’s finding, is attached for your
information.

You may submit any factual or legal materials that you
believe are relevant to the Commission’s consideration of
this matter. Statements should be submitted under cath. All
responses to the enclosed Order and Subpoena to Produce
Documents must be submitted within 30 days of your receipt of
this order and subpoena. Any additional materials or
statements you wish to submit should accompany the response
to the order and subpoena. In the absence of additional
information, the Commission may find probable cause to
believe that a violation has occurred and proceed with
conciliation.

You may consult with an attorney and have an attorney
assist you in the preparation of your responses to this
order and subpoena. If you intend to be represented by
counsel, please advise the Commission by completing the
enclosed form stating the name, address, and telephone number
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of such counsel, and authorizing such counsel to receive any
notifications or other communications from the Commission.

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

Requests for extensions of time will not be routinely
granted. Reqguests must be made in writing at least five days
prior to the due date of the response and specific good cause
must be demonstrated. 1In addition, the Office of the General
Counsel ordinarily will not give extensions beyond 20 days.

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

For your information, we have attached a brief
description of the Commission’s procedures for handling
possible violations of the Act. If you have any questions,
please contact Peter Blumberg, the attorney assigned to this
matter, at (202) 219-3690.

Sincerely,

;Zj%g;eﬂ .

Scott E. Thomas
Chairman

Enclosures

Order and Subpoena

Factual and Legal Analysis
Procedures

Designation of Counsel Form
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BEFORE THE FEDERAL ELECTION COMMISSION
In the Matter of
MUR 3841

SUBPOENA TO PRODUCE DOCUMENTS
ORDER TO SUBMIT WRITTEN ANSWERS

Webcraft Technologies, Inc.

1730 M Street, N.W.

washington, D.C.

Pursuant to 2 U.S5.C. § 437d(a)(1) and (3), and in
furtherance of its investigation in the above captioned matter,
the Federal Election Commission hereby orders you to submit a
written answer to the question attached to this Order and
subpoenas the documents listed on this Subpoena.

Notice is given that these documents must be submitted to
the Office of the General Counsel, Federal Election Commission,
999 E Street, N.W., Washington, D.C. 20463, within 20 days of
your receipt of this Order and Subpoena. Legible copies which,
where applicable, show both sides of the documents may be
substituted for originals.

WHEREFORE, the Chairman of the Federal Election Commission

has hereunto set hand in Washington, D.C. on this _lee’

day of JM , 1993.
Scott E. TEo-as. Chairman

Federal Election Commission

ATTEST:

arjorie W. Emmons )
Secretary to the Commission
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I. INSTRUCTIONS

In answering this question and request for production of
documents, furnish all documents and other information, however
obtained, including hearsay, that is in possession of, known by
or otherwise available to you, including documents and
information appearing in your records.

I1f you cannot answer the following question and request for
production of documents in full after exercising due diligence
to secure the full information to do so, answer to the extent
possible and indicate your inability to answer the remainder,
stating whatever information or knowledge you have concerning
the unanswered portion and detailing what you did in attempting
to secure the unknown information.

Should you claim a privilege with respect to any answer,
documents, communications, or other items about which
information is requested by the following question and request
for production of documents, describe such items in sufficient
detail to provide justification for the claim. Each claim of
privilege must specify in detail all the grounds on which it
rests.

The following guestion and request for production of
documents is continuing in nature so as to reguire you to file
supplementary responses or amendments during the course of this
investigation if you obtain further or different information
prior to or during the pendency of this matter. Include in any
supplemental answers the date upon which and the manner in which
such further or different information came to your attention.

II. DEFINITIONS

For the purpose of this discovery request, including the
instructions thereto, the terms listed below are defined as
follows:

"You" shall mean the person to whom this discovery reguest
is addressed, including all officers, employees, agents or
attorneys thereof.

"Persons” shall be deemed to include both singular and
plural, and shall mean any natural person, partnership,
committee, association, corporation, or any other type of
organization or entity.

"Document” shall mean the original and all non-identical
copies, including drafts, of all papers and reccrds of every
type in your possession, custody, or control, or known by you to
exist. The term document includes, but is not limited to books,
letters, contracts, notes, diaries, log sheets, records of
telephone communications, transcripts, vouchers, accounting
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statements, ledgers, checks, money orders or other commercial
paper, telegrams, telexes, pamphlets, circulars, leaflets,
reports, memoranda, correspondence, surveys, tabulations, audio
and video recordings, drawings, photographs, graphs, charts,
diagrams, lists, computer print-outs, and all other writings and
other data compilations from which information can be obtained.

"And" as well as "or" shall be construed disjunctively or
conjunctively as necessary to bring within the scope of this
request for the production of documents any documents and
materials which may otherwise be construed to be out of its
scope.

III. REQUEST FOR PRODUCTION OF DOCUMENTS

Within 30 days of service of this request, Webcraft
Technologies, Inc. .s required to produce documentation relevant
to transactions with United Conservatives of America ("the
Committee"”). Specifically the recipient must produce:

(1) for the period January 1, 1989 through December 31,
1990, vendor statements or other documents which detail the
amounts billed to the Committee and the payments received from
the Committee, and all supporting documentation including, but
not limited to, all invoices, copies of deposited checks,
ledgers and any other financial records;

(2) documentation detailing the vendor’'s efforts to collect
the debt owed by the Committee. This includes, but is not
limited to, collection letters sent to the Committee, collection
agency correspondence, phone logs detailing telephone calls made
to collect the debt, Committee’s responses to the vendor’s
efforts, explanations or documentation describing the vendor’s
industry’s custom for debt collection;

(3) any contracts, leases or other agreements between
Webcraft and United Conservatives of America;

(4) a statement identifying the vendor’s address(es) from
January 1, 1989 through December 31, 1990;

(5) a statement identifying the corpeoration’s officers,
directors and Board members.

IV. ORDER TO ANSWER QUESTION
Within 30 days of service of this reguest, Webcraft

Technologies, Inc. is required to submit a written answer to the
following question:

What is the relationship between Webcraft Technologies,
Inc. and the United Conservatives of America? Include
information regarding any shared employees, office space,
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corporate officers, Board members, corporate by-laws or
charters, or any other similar relationships with the Committee.




FEDERAL ELECTION COMMISSION
FACTUAL AND LEGAL ANALYSIS
RESPONDENT: Webcraft Technologies, Inc.
1730 M Street, N.W.
Washington, D.C. 20036
RE: MUR 3841
BACEKGROUND
This matter was generated by information obtained by
the Federal Election Commission ("the Commission") in
the normal course of carrying out its supervisory
responsibilities pursuant to the Federal Election Campaign
Act of 1971, as amended ("the Act"™). 2 U.S.C. § 437g(a)(2).
This matter relates to transactions between Webcraft
Technologies, Inc. ("Webcraft") and the United Conservatives
of America ("the Committee"),
II. APPARENT CORPORATE CONTRIBUTIONS

1. Statutory and Regulatory Provisions

It is unlawful for any corporation to make a
contribution or expenditure in connection with any federal
election to any political office. 2 U.S.C. § 441b(a). It is
also unlawful for any officer or director of a corporation to
consent to any corporate expenditures which may be prohibited
contributions to candidates or committees. 1Id. It is also

unlawful for any candidate or political committee to accept

or receive any contribution from a corporation. 1Id. The

term "contribution" includes any direct or indirect payment,




distribution, loan (other than from a bank, pursuant to
applicable banking law and regulations, in the ordinary
course of business), advance, deposit, or gift of money, or
any services, or anything of value. 2 U.5.C. § 441b(b)(2).
Under the Commission’s prior regulations governing
extensions of credit, a corporation could extend credit to a
political committee provided that the credit was extended in
the ordinary course of business and the terms were
substantially similar to extensions of credit to
non-political debtors which were of similar size and risk of
obligation. 11 C.F.R. § 114.10 (1989); see 11 C.F.R.
§ 100.7(a)(4). However, pursuant to the Commission’s revised

regqulations on extensions of credit by commercial vendors, a

corporation acting in its capacity as a commercial vendor may

extend credit to a candidate, or political committee provided
that the credit is extended in the ordinary course of the
corporation’s business and the terms are substantially
similar to extensions of credit to non-political debtors that

are of similar risk and size of obligation. 11 C.F.R.




§ 116.3(b).1/ In determining whether a debt has been
extended in the ordinary course of business, the Commission
will consider: (1) whether the vendor followed its
established procedures and its past practices in approving
the extension of credit; (2) whether the vendor received
prompt payment in full if it previously extended credit to
the same candidate or political committee; and (3) whether
the extension of credit conformed to the usual and normal
practice in the vendor’s trade or industry. 11 C.F.R.

§ 1i6.3{cj.

2. Audit Findings

During audit fieldwork, the auditors discovered several
apparent prohibited contributions. The prohibited
contributions involved an incorporated vendor which engaged
in various transactions with the Committee. Webcraft has

made apparent prohibited contributions to the Committee by

1/ October 3, 1990 was the effective date of 11 C.F.R. § 116.3,
which replaced 11 C.F.R. § 114.10. 55 Fed. Reg. 40376 (October 3,
1990). Therefore, any transactions occurring prior to October 3,
1990 are subject to 11 C.F.R. § 114.10, and the transactions on or
after October 3, 1990 would be subject to 11 C.F.R. § 116.3. 1d.
However, because the two regulations are substantially similar,
both create a sufficient nexus to the 441b violation. See
Explanation and Justification of 11 C.F.R. § 116.3, 55 Fed. Reg.
26381 (June 27, 1989). Thus, the transactions occurring prior to
and after the effective date of section 116.3 should be included
in the same analysis. 1In the case herein, all but two
transactions occurred before October 3, 1993. Specifically, one
of the two later transactions was a credit outlays made to the
Committee by Webcraft Technologies, Inc. in November 1990 for
$64,736.50. Therefore, the amount of debt discussed in the
extension of credit analysis includes debt created through
extensions of credit made both before and after the effective date
of section 116.3.




extending credit to the Committee outside the ordinary course
of business. Webcraft is a registered corporation in the
District of Columbia.

The Committee incurred $454,937.53 in debt to Webcraft
through the audit period for direct mail services. The
Committee made payments toward the debt of $255,942.60. The
debt owed Webcraft on December 1990 was $198,994.93. Since
then, the Committee has not reported any more disbursements
to Webcraft, although in its last filing, the Committee
reports the debt to Webcraft as $134,258.48. Further, the
Audit Division reviewed a statement issued by Webcraft, which
shows an outstanding balance of $79,828.94 as of November 7,
1990. The Committee was asked about the discrepancies at the
exit conference, and could not provide an explanation.

It appears that Webcraft made prohibited contributions
to the Committee by making long-term extensions of credit
outside the ordinary course of business. Webcraft has
permitted the Committee to carry a debt of $198,994.93 since
December 1990, and has not received a payment in the last two
years. The contract between the Committee and Webcraft
called for payment of any debts within thirty days, but this

provision has not been adhered to since the Committee’s debt

to Webcraft has continued to accumulate long after the thirty

day payment period. The Committee has not provided evidence
that Webcraft has made efforts to collect the debt, or to
demonstrate that permitting customers to carry large debts is

the custom for Webcraft or its industry. Further, there




exist discrepancies as to the size of the debt, as the

' Committee reported a debt of $79,828.9%94 owed Webcraft on ite
last report.
Therefore, there is reason to believe that Webcraft

Technologies, Inc. made prohibited corporate contributions in

violation of 2 U.S.C. § 441b(a).
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December 23, 1993

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Richard A. Viguerie
President

The Viguerie Company
7777 Leesburg Pike
Suite 4405

Falls Church, VA 22043

MUR 3841

Dear Mr. Viguerie:

On December 7, 1993, the Federal Election Commission
found that there is reason to believe that the Viguerie
Company and you, as President, violated 2 U.S5.C. § 441b, a
provision of the Federal Election Campaign Act of 1971, as
amended ("the Act"™)., The Factual and Legal Analysis, which
formed a basis for the Commission’s finding, is attached for
your information.

You may submit any factual or legal materials that you
believe are relevant to the Commission’s consideration of
this matter. Statements should be submitted under oath. All
responses to the enclosed Order and Subpoena to Produce
Documents must be submitted within 30 days of your receipt of
this order and subpoena. Any additional materials or
statements you wish to submit should accompany the response
to the order and subpoena. In the absence of additional
information, the Commission may find probable cause to
believe that a violation has occurred and proceed with
conciliation.

You may consult with an attorney and have an attorney
assist you in the preparation of your responses to this
order and subpoena. If you intend to be represented by
counsel, please advise the Commission by completing the
enclosed form stating the name, address, and telephone number
of such counsel, and authorizing such counsel to receive any
notifications or other communications from the Commission.
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If you are interested in pursuing pre-probable cause
conciliation, you should so request in writing. See
11 C.F.R. § 111.18(d). Upon receipt of the request, the
Office of the General Counsel will make recommendations to
the Commission either proposing an agreement in settlement of
the matter or recommending declining that pre-probable cause
conciliation be pursued. The Office of the General Counsel
may recommend that pre-probable cause conciliation not be
entered into at this time so that it may complete its
investigation of the matter. Further, requests for
pre-probable cause conciliation will not be entertained after
briefs on probable cause have been mailed to the respondent.

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

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

For your information, we have attached a brief
description of the Commission’s procedures for handling
possible violations of the Act. If you have any questions,
please contact Peter Blumberg, the attorney assigned to this
matter, at (202) 219-3690.

Sincerely,

Scott E. Thomas
Chairman

Enclosures

Order and Subpoena

Factual and Legal Analysis
Procedures

Designation of Counsel Form




BEFORE THE FEDERAL ELRECTION COMMISSION
In the Matter of
MUR 3841
SUBPOENA TO PRODUCE DOCUMENTS
ORDER TO SUBMIT WRITTEN ANSWERS

The Viguerie Company

7777 Leesburg Pike

Falls Church, VA 22043

Pursuant to 2 U.S.C. § 437d(a)(1) and (3), and in
furtherance of its investigation in the above captioned matter,
the Federal Election Commission hereby orders you to submit a
written answer to the gquestion attached to this Order and
subpoenas the documents listed on this Subpoena.

Notice is given that these documents must be submitted to
the Office of the General Counsel, Federal Election Commission,
999 E Street, N.W., Washington, D.C. 20463, within 20 days of
your receipt of this subpoena. Legible copies which, where
applicable, show both sides of the documents may be substituted
for originals.

WHEREFORE, the Chairman of the Federal Election Commission
has hereunto set hand in Washington, D.C. on this 42§7-/

day of s 1993.

Scott E. Thomas, Chairman
Federal Election Commission

ATTEST:

ecretary to the Commission
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I. INSTRUCTIONS

In answering this question and request for production of
documents, furnish all documents and other information, however
obtained, including hearsay, that is in possession of, known by
or otherwise available to you, including documents and
information appearing in your records.

1f you cannot answer the following question and reqguest for
production of documents in full after exercising due diligence
to secure the full information to do so, answer to the extent
possible and indicate your inability to answer the remainder,
stating whatever information or knowledge you have concerning
the unanswered portion and detailing what you did in attempting
to secure the unknown information.

Should you claim a privilege with respect to any answer,
documents, communications, or other items about which
information is requested by the following question and reguest
for production of documents, describe such items in sufficient
detail to provide justification for the claim. Each claim of
privilege must specify in detail all the grounds on which it
rests.

The following question and request for production of
documents is continuing in nature so as to require you to file
supplementary responses or amendments during the course of this
investigation if you obtain further or different information
prior to or during the pendency of this matter. Include in any
supplemental answers the date upon which and the manner in which
such further or different information came to your attention.

II. DEFINITIONS

For the purpose of this discovery regquest, including the
instructions thereto, the terms listed below are defined as
follows:

"You" shall mean the person to whom this discovery regquest
is addressed, including all officers, employees, agents or
attorneys thereof.

"Persons” shall be deemed to include both singular and
plural, and shall mean any natural person, partnership,
committee, association, corporation, or any other type of
organization or entity.

"Document” shall mean the original and all non-identical
copies, including drafts, of all papers and records of every
type in your possession, custody, or control, or known by you to
exist. The term document includes, but is not limited to books,
letters, contracts, notes, diaries, log sheets, records of
telephone communications, transcripts, vouchers, accounting
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statements, ledgers, checks, money orders or other commercial
paper, telegrams, telexes, pamphlets, circulars, leaflets,
reports, memoranda, correspondence, surveys, tabulations, audio
and video recordings, drawings, photographs, graphs, charts,
diagrams, lists, computer print-outs, and all other writings and
other data compilations from which information can be obtained.

"And" as well as "or" shall be construed disjunctively or
conjunctively as necessary to bring within the scope of this
request for the production of documents any documents and
materials which may otherwise be construed to be out of its
scope.

I11. REQUEST FOR PRODUCTION OF DOCUMENTS

Within 30 days of service of this request, The Viguerie
Company ("TVC")is required to produce documentation relevant to
transactions with United Conservatives of America ("the
Committee"). Specifically the recipient must produce:

(1) for the period January 1, 1989 through December 31,
1990, vendor statements or other documents which detail the
amounts billed to the Committee and the payments received from
the Committee, and all supporting documentation including, but
not limited to, all invoices, copies of deposited checks,
ledgers and any other financial records;

(2) documentation detailing the vendor'’'s efforts to collect
the debt owed by the Committee. This includes, but is not
limited to, collection letters sent to the Committee, collection
agency correspondence, phone logs detailing telephone calls made
to collect the debt, Committee’s responses to the vendor’s
efforts, explanations or documentation describing the vendor'’'s
industry’s custom for debt collection;

(3) contracts, leases or other agreements which reflect an
agreement between The Viguerie Company and United Conservatives
of America. The information provided must include the terms of
the sublease of property from TVC which includes, but is not
limited to, the date of occupancy, the basis for various
charges, the date when payment was due, the amount of payment,
and provisions for late payment;

(4) a statement identifying the vendor's address(es) from
January 1, 1989 through December 31, 1990;

{5) a statement identifying the corporation’s officers,
directors and Board members.

IV. ORDER TO ANSWER QUESTION

Within 30 days of service of this request, The Viguerie
Company is required to submit a written answer to the following
question:
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What is the relationship between the Viguerie Company and
the United Conservatives of America. Include information
regarding any shared employees, office space, corporate
0121cors. Board members, corporate by-laws or charters, or any
other similar relationships with the Committee?




FEDERAL ELECTION COMMISSION
FACTUAL AND LEGAL ANALYSIS
RESPONDENT: The Viguerie Company
and Richard A. Viguerie, as president
7777 Leesburg Pike
Suite 400S
Falls Church, VA 22043
RE: MUR 3841
BACKGROUND
This matter was generated by information obtained by
the Federal Election Commission ("the Commission") in
the normal course of carrying out its supervisory
responsibilities pursuant to the Federal Election Campaign
Act of 1971, as amended ("the Act"). 2 U.S.C. § 437g(a)(2).
This matter is related to transactions between the Viguerie
Company ("TVC") and the United Conservatives of America ("the

Committee”).

% APPARENT CORPORATE CONTRIBUTIONS

1. Statutory and Regulatory Provisions

It is unlawful for any corporation to make a
contribution or expenditure in connection with any federal
election to any political office. 2 U.S.C. § 441b(a). It is
also unlawful for any officer or director of a corporation to
consent to any corporate expenditures which may be prohibited
contributions to candidates or committees. Id. It is also

unlawful for any candidate or political committee to accept

or receive any contribution from a corporation. 1Id. The




term "contribution" includes any direct or indirect payment,
distribution, loan (other than from a bank, pursuant to
applicable banking law and regulations, in the ordinary
course of business), advance, deposit, or ¢gift of money, or
any services, or anything of value. 2 U.S.C. § 441b(b)(2).
Under the Commission’s prior regulations governing
extensions of credit, a corporation could extend credit to a
political committee provided that the credit was extended in
the ordinary course of business and the terms were
substantially similar to extensions of credit to
non-political debtors which were of similar size and risk of
obligation. 11 C.F.R. § 114.10 (1989); see 11 C.F.R.
§ 100.7(a)(4). However, pursuant to the Commission’s revised

regulations on extensions of credit by commercial vendors, a

corporation acting in its capacity as a commercial vendor may

extend credit to a candidate, or political committee provided
that the credit is extended in the ordinary course of the
corporation’s business and the terms are substantially
similar to extensions of credit to non-political debtors that

are of similar risk and size of obligation. 11 C.F.R.




§ 116.3(b).1/ 1In determining whether a debt has been
extended in the ordinary course of business, the Commission
will consider: (1) whether the vendor followed its
established procedures and its past practices in approving
the extension of credit; (2) whether the vendor received
prompt payment in full if it previously extended credit to
the same candidate or political committee; and (3) whether
the extension of credit conformed to the usual and normal
practice in the vendor’s trade or industry. 11 C.F.R.

§ 116.3(c).

2. Audit Findings

puring audit fieldwork, the auditors discovered several
apparent prohibited contributions. The Viguerie Company
("TVC") appears to have made prohibited in-kind contributions
to the Committee by providing office space and telephone
services free of charge for a period of seven months.

Additionally, TVC has made apparent prohibited contributions

1/ October 3. 1990 was the effective date of 11 C.F.R. § 116.3,
which replaced 11 C.F.R. § 114.10. 55 Fed. Reg. 40376 (October 3,
1990). Therefore, any transactions occurring prior to October 3,
1990 are subject to 11 C.F.R. § 114.10, and the transactions on or
after October 3, 1990 would be subject to 11 C.F.R. § 116.3. 1d.
However, because the two regulations are substantially similar,
both create a sufficient nexus to the 441b violation. See
Explanation and Justification of 11 C.F.R. § 116.3, 55 Fed. Reg.
26381 (June 27, 1989). Thus, the transactions occurring prior to
and after the effective date of section 116.3 should be included
in the same analysis. In the case herein, all but two
transactions occurred before October 3, 1993. Specifically, the
two later transactions were credit outlays made to the Committee
by the Viguerie Company in October 1990 for $1,002.00, and
Webcraft Technologies, Inc. in November 1990 for $64,736.50.
Therefore, the amount of debt discussed in the extension of credit
analysis includes debt created through extensions of credit made
both before and after the effective date of section 116.3.




S

to the Committee by extending credit to the Committee ocutside
the ordinary course of business. There are various
interrelationships between the Committee and TVC. TVC is a
registered corporations in the Commonwealth of Virginia. It
shared an address with the Committee during the audit period
from January 1989 through December 1990.2/ Also, TVC and the
Committee list Richard A. Viguerie as their chairman in their
filings with the Commonwealth.3/

The audit referral indicates that from January 1989
through July 1989, the Committee was using space and
telephones free of charge in a space leased by TVC. Only in
August 1989 did TVC begin to invoice the Committee for rent
and telephone use, at a rate of $597.28 a month. TVC
continued to invoice the Committee at this rate through June
1990. After June 1990, it appears that the Committee
continued to occupy the space [in the building] through
December 1990, but it is unclear how much the Committee was
invoiced at this time.4/ The only verified payments made by
the Committee to TVC for rent and telephones were for August

through October 1989, in the amount of $597.28 per month.

2/ Since the audit, the Committee has moved out of the building
it shared with TVC. TVC is are still located at the same address.

3/ However, the Committee did not report a connected
organization on its Statement of Organization. At the entrance
conference for the audit, the Committee was asked if it had a
sponsor, and the Committee responded that it had no sponsor.

4/ The Committee claimed that it was invoiced and paid $724.00
to TVC per month, but no supporting documentation for this
assertion was provided.




The Audit Division also found that the Committee incurred
$114,307.86 in debt to TVC for rent, telephones and other
services during the audit period.5/ The Committee made
payments to TVC totaling $70,649.16 relative to the debt
during the audit period. Thus, the outstanding debt to TVC,
according to the auditors, is $43,658.70. Since the audit,
the Committee has reported no new incurred debt to TVC, and
it has made no payments on the existing debt. However, in
its 1992 disclosure reports, the Committee reports only
$32,205.46 in debt to TVC.

The audit did not determine the exact date on which the
Committee began to occupy space in the TVC building.
However, the Committee indicated in a letter to the
Commission dated March 28, 1989, that it was subleasing space
from TVC in the Falls Church building. Moreover, the last
reported monthly rental payment to the Committee’s
previous landlord, Sur Management, was made on December 30,

1988.6/

S5/ This debt figure does not include the debt for rent for the
January-July 1989 period, as the audit has concluded that the
Committee was never invoiced for these benefits. Additionally,
the auditors discovered correspondence from TVC to the Committee
stating that $11,962.91 of the debt was made up of money owed for
office rent, telephone and art usage. Presumably, the balance of
the debt is for mail-order services.

6/ At the exit conference, the Committee was informed that
documentation was not available to perform an adeguate review of
the Committee’s rent and phone expenses. The Committee responded
by asking if the office space and phones could be provided pro
bono by TVC. The auditors explained that the services cnuls_ﬁot
be provided by a corporation because they would be considered a
prohibited contribution.




TVC has apparently made a prohibited corporate
contribution to the Committee by providing the Committee with
office space and telephone use free of charge for a period of
time, and then later by providing the Committee with these
same benefits and other services on credit outside the
ordinary course of business. It appears that the Committee
was occupying space in the TVC building from January 1, 1989,
through July 31, 1989, and that it was not billed for that
period, thus resulting in an in-kind contribution from TVC.

TVC also appears to have made prohibited contributions

to the Committee by making long-term extensions of credit

outside the ordinary course of business. See AO 1979-36; AO

1991-18; MUR 3485. TVC has permitted the Committee to carry
a debt of $43,658.70 since December 1990, and has not
received a payment in the last two years. Further, there is
no evidence that TVC has made efforts to collect the debt.
Absent such evidence, it appears that TVC is acting in a
commercially unreasonable manner. Further, because the
Committee and TVC shared a building and a corporate officer,
the transactions between the two may not have been at arm’'s
length.

Therefore, there is reason to believe that The Viguerie
Company, and Richard A. Viguerie, as president, made
prohibited corporate contributions in violation of 2 U.S5.C.

§ 441bla).
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December 23, 1993

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Richard A. Viguerie

President and Chairman

United Conservatives of America
300 I Street, N.E.

Washington, D.C. 20002

MUR 3841

Dear Mr. Viguerie:

On December 7, 1993, the Federal Election Commission
found that there is reason to believe that you, as President
and Chairman of United Conservatives of America, violated 2
U.S.C. § 441b, a provision of the Federal Election Campaign
Act of 1971, as amended ("the Act"). The Factual and Legal
Analysis, which formed a basis for the Commission’s finding,
is attached for your information.

You may submit any factual or legal materials that you
believe are relevant to the Commission’s consideration of
this matter. Please submit such materials to the General
Counsel’'s Office within 15 days of your receipt of this
letter. Where appropriate, statements should be submitted
under ocath. In the absence of additional information, the
Commission may find probable cause to believe that a
violation has occurred and proceed with conciliation.

You may consult with an attorney and have an attorney
assist you in the preparation of your responses to this
order and subpoena. If you intend to be represented by
counsel, please advise the Commission by completing the
enclosed form stating the name, address, and telephone number
of such counsel, and authorizing such counsel to receive any
notifications or other communications from the Commission.

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

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

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

For your information, we have attached a brief
description of the Commission’s procedures for handling
possible violations of the Act. If you have any questions,
please contact Peter Blumberg, the attorney assigned to this
matter, at (202) 219-3690.

Sincerely,

S

Scott E. Thomas
Chairman

Enclosures
Factual and Legal Analysis
Procedures
Designation of Counsel Form




FEDERAL ELECTION COMMISSION
FACTUAL AND LEGAL ANALYSIS
RESPONDENT: Richard A. Viguerie, Chairman
United Conservatives of America
300 I Street, N.E.
Washington, D.C. 20002
RE: MUR 3841

BACKGROUND

This matter was generated by information obtained by

the Federal Election Commission ("the Commission") in

the normal course of carrying out its supervisory
responsibilities pursuant to the Federal Election Campaign
Act of 1971, as amended ("the Act"). 2 U.S.C. § 437g(a)(2).
On February 22, 1993, the Office of General Counsel received
a referral from the Audit Division involving United
Conservatives of America. The audit was conducted pursuant
to 2 U.S.C. § 438(b) which states, in part, that the
Commission may conduct audits and field investigations of any
political committee regquired to file a report under 2 U.S.C.
§ 434. Prior to conducting any audit under this section, the
Commission shall perform an internal review of reports filed
by the selected committees to determine if the reports filed
by a particular committee meet the threshold requirement for
substantial compliance with the Act. The audit covered the

period from January 1, 1989, through December 31, 19950.




APPARENT CORPORATE CONTRIBUTIONS

1. Statutory and Regulatory Provisions

It is unlawful for any corporation to make a
contribution or expenditure in connection with any federal
election to any political office. 2 U.S5.C. § 441b(a). It is
also unlawful for any officer or director of a corporation to
consent to any corporate expenditures which may be prohibited
contributions to candidates or committees. Id. It is also
unlawful for any candidate or political committee to accept
or receive any contribution from a corporation. Id. The
term “"contribution” includes any direct or indirect payment,
distribution, loan (other than from a bank, pursuant to
applicable banking law and regulations, in the ordinary
course of business), advance, deposit, or gift of money, or
any services, or anything of value. 2 U.S5.C. § 441b(b)(2).

Under the Commission’s prior regulations governing
extensions of credit, a corporation could extend credit to a
political committee provided that the credit was extended in
the ordinary course of business and the terms were
substantially similar to extensions of credit to
non-political debtors which were of similar size and risk of
obligation. 11 C.F.R. § 114.10 (1989); see 11 C.F.R.

§ 100.7(a)(4). However, pursuant to the Commission’s revised

regulations on extensions of credit by commercial vendors, a

corporation acting in its capacity as a commercial vendor may

extend credit to a candidate, or political committee provided

that the credit is extended in the ordinary course of the




corporation’s business and the terms are substantially
similar to extensions of credit to non-political debtors that
are of similar risk and size of obligation. 11 C.F.R.

§ 116.3(b).1/ 1In determining whether a debt has been
extended in the ordinary course of business, the Commission
will consider: (1) whether the vendor followed its
established procedures and its past practices in approving
the extension of credit; (2) whether th¢ vendor received
prompt payment in full if it previously extended credit to
the same candidate or political committee; and (3) whether
the extension of credit conformed to the usual and normal
practice in the vendor’s trade or industry. 11 C.F.R.

§ 116.3(c).

2. Audit Findings

During audit fieldwork, the auditors discovered several
apparent prohibited contributions. The prohibited

contributions involved three incorporated vendors who engaged

1/ October 3, 1990 was the effective date of 11 C.F.R. § 116.3,
which replaced 11 C.F.R. § 114.10. 55 Fed. Reg. 40376 (October 3,
1990). Therefore, any transactions occurring prior to October 3,
1990 are subject to 11 C.F.R. § 114.10, and the transactions on or
after October 3, 1990 would be subject to 11 C.F.R. § 116.3. 1d.
However, because the two regulations are substantially similar
both create a sufficient nexus to the 441b violation. See
Explanation and Justification of 11 C.F.R. § 116.3, 55 Fed. Reg.
26381 (June 27, 1989). Thus, the transactions occurring prior to
and after the effective date of section 116.3 should be included
in the same analysis. In the case herein, all but two
transactions occurred before October 3, 1993. Specifically, the
two later transactions were credit outlays made to the Committee
by the Viguerie Company in October 1990 for $1,002.00, and
Webcraft Technologies, Inc. in November 1990 for $64,736.50.
Therefore, the amount of debt discussed in the extension of credit
analysis includes debt created through extensions of credit made
both before and after the effective date of section 116.3,




in various transactions with the Committee. The Viguerie
Company ("TVC") appears to have made prohibited in-kind
contributions to the Committee by providing office space and
telephone services free of charge for a period of seven
months. Additionally, TVC, and two other vendors, American
Mailing List Corporation ("AML") and Webcraft Technologies,
Inc. ("Webcraft"), have made apparent prohibited
contributions to the Committee by extending credit to the
Committee outside the ordinary course of business. There are
also various interrelationships between the Committee and two
of the vendors. TVC and AML are registered corporations in
the Commonwealth of Virginia. Both corporations shared the
same address with the Committee.2/ Also, TVC, AML, and the
Committee all list Richard A. Viguerie as their chairman in
their filings with the Commonwealth.3/

a. The Viguerie Company

The audit referral indicates that from January 1989
through July 1989, the Committee was using space and
telephones free of charge in a space leased by TVC. Only in
August 1989 did TVC begin to invoice the Committee for rent
and telephone use, at a rate of $597.28 a month. TVC

continued to invoice the Committee at this rate through June

2/ Since the audit, the Committee has moved out of the building
it shared with TVC and AML. TVC and AML are still located at the
same address.

3/ However, the Committee did not report a connected
organization on its Statement of Organization. At the entrance
conference for the audit, the Committee was asked if it had a
sponsor, and the Committee responded that it had no sponsor.




1990. After June 1990, it appears that the Committee
continued to occupy the space [in the building]) through
December 1990, but it is unclear how much the Committee was
invoiced at this time.4/ The only verified payments made by
the Committee to TVC for rent and telephones were for August
through October 1989, in the amount of $597.28 per month.
The Audit Division also found that the Committee incurred
$114,307.86 in debt to TVC for rent, telephones and other
services during the audit period.5/ The Committee made
payments to TVC totaling $70,649.16 relative to the debt
during the audit period. Thus, the outstanding debt to TVC,
according to the auditors, is $543,658.70. Since the audit,
the Committee has reported no new incurred debt to TVC, and
it has made no payments on the existing debt. However, in
its 1992 disclosure reports, the Committee reports only
$32,205.46 in debt to TVC.

The audit did not determine the exact date on which the
Committee began to occupy space in the TVC building.
However, the Committee indicated in a letter to the

Commission dated March 28, 1989, that it was subleasing space

4/ The Committee claimed that it was invoiced and paid $724.00
to TVC per month, but no supporting documentation for this
assertion was provided.

S/ This debt figure does not include the debt for rent for the
January-July 1989 period, as the audit has concluded that the
Committee was never invoiced for these benefits. Additionally,
the auditors discovered correspondence from TVC to the Committee
stating that $11,962.91 of the debt was made up of money owed for
office rent, telephone and art usage. Presumably, the balance of
the debt is for mail-order services.




from TVC in the Falls Church building. Moreover, the last

reported monthly rental payment to the Committee’s previous

landlord, Sur Management, was made on December 30, 1988.6/

With regard to the issues relating to office rental and
telephone bill payments, the Interim Audit Report requested
information documenting administrative expenses for the
period January 1, 1989, through July 31, 1989, and rental
agreements between the Committee and TVC. The Interim Audit
Report also recommended that the Committee demonstrate that
the extensions of credit from TVC did not constitute
corporate contributions. The Audit Division sought
information such as documentation generated by TVC which
demonstrated that the extension of credit was in the ordinary
course of business and that TVC made commercially reasonable
efforts to collect the debt. Additionally, the Interim
Report requested: (1) contracts between the Committee and
TVC; (2) a listing of payments and new debts incurred from
TVC, documented with invoices and canceled checks; and (3)

explanations from TVC on its financial arrangement with the

6/ At the exit conference, the Committee was informed that
documentation was not available to perform an adeqguate review of
the Committee’s rent and phone expenses. The Committee responded
by asking if the office space and phones could be provided pro
bono by TVC. The auditors explained that the services coulg"ﬁot
be provided by a corporation because they would be considered a
prohibited contribution.




Committee and of the role of Richard Viguerie, Earl Chester
and other corporate officers with respect to the Committee.
In its response to the Interim Audit Report, the
Committee asserted that it had been invoiced for the rental
expenses by TVC on the same invoices that came in from TVC
for mail order services. The Committee stated that it could

not locate these invoices, however, and was unable to get
duplicate invoices from TVC. Further, the Committee failed
to produce any contracts with respect to the lease of the
offices or the use of any services such as telephone
services.

With respect to the request for information on TVC's
policy on extensions of credit and collection of debts, the
Committee failed to respond except to state that the debts
continue to be reported. With respect to the request for

contracts between the Committee and TVC, the Committee

produced a contract between the Committee and TVC regarding

direct mail services. With regard to the request for an
accounting of current balances and new activity with TVC, the
Committee produced the October 1991 phone bill, a check copy
of November 1991 rent, and December 1991 invoices from
Viguerie and Associates. This response does not appear to
cover all the expenses at issue. With regard to the
interrelationships between the Committee and TVC, the
Committee stated that Richard Viguerie, the chairman of the
Committee, is the only Committee officer with ties to TVC.

The Committee did not provide any documentation on the




interrelationships of TVC to the other two companies, andthey
did not address Viguerie’'s role with respect to TVC's
extension of credit to the Committee.

TVC has apparently made a prohibited corporate
contribution to the Committee by providing the Committee with
office space and telephone use free of charge for a period of
time, and then later by providing the Committee with these
same benefits and other services on credit outside the
ordinary course of business. It appears that the Committee
was occupying space in the TVC building from January 1, 1989,
through July 31, 1989, and that it was not billed for that
period, thus resulting in an in-kind contribution from TVC.
The Committee asserts that it was invoiced for rent for the
first half of 1989 in the TVC direct mail invoices. But, to
date, neither the Committee, nor TVC, has produced the
invoices or lease agreements.7/ Further, the Committee’'s
inquiry as to whether these expenses could be provided pro
bono by TVC casts suspicion on the transaction.

TVC also appears to have made prohibited contributions
to the Committee by making long-term extensions of credit
outside the ordinary course of business. See AO 1979-36; AO
1991-18; MUR 3485. TVC has permitted the Committee to carry
a debt of $43,658.70 since December 1990, and has not

received a payment in the last two years. Further, there is

1/ It is also impossible to determine at this point if the
invoices that the Committee claims to have received exceeded $527

a month, which is the rent amount that the Committee paid later to
TVC.




no evidence that TVC has made efforts to collect the debt,

despite requests for such information in the Interim Audit

Report. Absent such evidence, it appears that TVC is acting

in a commercially unreasonable manner. Further, because the

Committee and TVC shared a building and a corporate officer,

the transactions between the two may not have been at arm’s

length.

there is reason to believe that Richard A.

Therefore,

as chairman of United Conservatives of America,

Viguerie,

accepted prohibited corporate contributions in violation of 2

U.S5.C. § 441b(a).

b. AML

AML appears to have made a prohibited contribution to

the Committee by making long-term extensions of credit

outside the ordinary course of business. The Committee

incurred $258,644.02 in debt from AML for the rental of

mailing lists during the audit period. The Committee made

payments toward the debt of $91,123.40. The debt owed AML in

The Committee has since

December 1990 was $173,685.41.

incurred $37,266.67 in new debt, and has made disbursements

The reported debt as of

to AML totaling $21,568.72.

November 23, 1992 is $189,383.36. The president of AML is

Richard A. Viguerie, the chairman of the Committee and the

president of TVC, and at the time of the transactions in

guestion, AML was located in the same building as the

Committee and TVC.




The Interim Audit Report recommended that the Committee
demonstrate that the extensions of credit from AML did not
constitute a corporate contribution. The Audit Division
sought information such as documentation generated by AML
which demonstrated that the extension of credit was in the
ordinary course of business and that AML made commercially
reasonable efforts to collect the debt. Additionally, the
Interim Report regquested: (1) contracts between the Committee
and AML; (2) a listing of payments and new debts incurred
from AML, documented with invoices and canceled checks; and
(3) explanations from AML on its financial arrangement with
the Committee and of the role of Richard Viguerie, Earl
Chester and other corporate officers with respect to the
Committee.

In its response, the Committee stated that AML
ordinarily permits customers to carry large debts. Beside
this assertion, there was no evidence to suggest that this is

a typical practice for AML or its industry. The Committee

could not produce any contracts with AML, stating that they

had no long-term contract with AML, and that the AML invoices
represented separate contracts. With regard to the request
for an accounting of current balances and new activity with
AML, the Committee produced a December 1991 invoice from AML.
The Committee did not address any interrelationships between
the Committee and AML.

AML appears to have made prohibited contributions to

the Committee by making long-term extensions of credit




outside the ordinary course of business. The debt owed AML
in December 1990 was $173,685.41, and that since then AML has
continued to extend credit to the Committee and allowed it to
increase the debt to $189,383.36. Further, there is no
evidence that AML attempted to collect the debt, and the
Committee did not provide documentation to support any credit
arrangements with AML. Finally, the Committee and AML shared
office space and had a common officer, Richard A. Viguerie
who was chairman of the Committee and president of AML.

Therefore, there is reason to believe that Richard A.
Viguerie, as chairman of United Conservatives of America,
accepted prohibited corporate contributions in violation of 2
U.S.C. § 441b(a).

¢. Webcraft Technologies, Inc.

The Committee incurred $454,937.53 in debt to Webcraft
through the audit period for direct mail services. The
Committee made payments toward the debt of $255,942.60. The
debt owed Webcraft on December 1990 was $198,994.93. Since
then, the Committee has not reported any more disbursements
to Webcraft, although in its last filing, the Committee
reports the debt to Webcraft as $134,258.48. Further, the
Audit Division reviewed a statement issued by Webcraft, which

shows an outstanding balance of $79,828.94 as of November 7

f




1990, The Committee was asked about the discrepancies at the
exit conference, and could not provide an explanation.

The Interim Audit Report recommended that the Committee
demonstrate that the extensions of credit from Webcraft did
not constitute corporate contributions. The Audit Division
sought information such as documentation generated by
Webcraft which demonstrated that the extension of credit was
in the ordinary course of business and that Webcraft made
commercially reasonable efforts to collect the debt.
Additionally, the Interim Report regquested: (1) contracts
between the Committee and Webcraft; (2) a listing of payments
and new debts incurred from Webcraft, documented with
invoices and canceled checks, and an explanatiocn of th2
discrepancies existent in the Webcraft debt; and (3)
explanations from Webcraft on its financial arrangement with
the Committee and the role of its corporate officers with
respect to the Committee.

With regard to the request for Webcraft’'s practices in
extending credit and collecting debts, the Committee stated
only that the debts continue to be reported. However, the
Committee produced a contract with Webcraft, which called for
payment of all invoices thirty days after receipt. With
regard to the discrepancy in the Webcraft debt, the Committee
amended its reports to include the Audit Division’s figures
on the size of the debt. The Committee was unable to get an
explanation from Webcraft on why the Webcraft invoices show a

lower debt. With regard to the request for an accounting of




current balances and new activity with the vendors, the
Committee produced no information on the debt owed to
Webcraft. With regard to the interrelationships between the
Committee and Webcraft, the Committee produced no
information.

It appears that Webcraft made prohibited contributions
to the Committee by making long-term extensicns of credit
outside the ordinary course of business. Webcraft has
permitted the Committee to carry a debt of $198,994.93 since
December 1990, and has not received a payment in the last two
years. The contract between the Committee and Webcraft
called for payment of any debts within thirty days, but this

provision has not been adhered to since the Committee’'s debt

to Webcraft has continued to accumulate long after the thirty

day payment period. The Committee has not provided evidence
that Webcraft has made efforts to collect the debt, or to
demonstrate that permitting customers to carry large debts is
the custom for Webcraft or its industry. Further, there
exist discrepancies as to the size of the debt, as the
Committee reported a debt of $79,828.94 owed Webcraft on its
last report.

Therefore, there is reason to believe that Richard A.
Viguerie, as chairman of United Conservatives of America,
accepted prohibited corporate contributions in violation of 2

U.S.C. § 441bla).




In summary, there is reason to believe that Richard A.

Viguerie, as chairman of United Conservatives of America,

violated 2 U.S.C. § 441b.




FEDERAL ELECTION COMMISSION

1ON DO Nand

WASHING

JANUARY 12, 1994

VIA FACSIMILE AND
CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mark Fitzgibbons
General Counsel
Viguerie and Associates
7777 Leesburg Pike
Falls Church, VA 22043
FAX -- (703) B827-0048

MUR 3841

M
Dear Mr. Fitzgibbons:

) On December 22, 1993, the Federal Election Commission
~ issued subpoenas to the Viguerie Company and American Mailing
List Corporation seeking information relating to MUR 3841.

o~ On January 3, 1993, you telephoned me to request

™~ clarification on when responses to the subpoenas were due,
insofar as the subpoenas contained two different dates of

' compliance. We note that responses to the subpoenas are due

within thirty days of your receipt of the subpcoenas.
Disregard any statements to the contrary. 1If you have any
questions, please contact me at (202) 219-3690.

Sincerely,

. 'L%&/&M,_?
Peter G. Blumb

erg
Attorney
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ROBERT L WERINBERC
DAVID POVICH

STEVEN M UMIN

JOMMN W VARDAMASM
PAUL MARTIN WOLFY

4 ALAN GALBRAITH
JOMN C KESTER
WILLIAM B MCDANIELY
BRENDAM V. JULLIVAM, JR
AUBREY M. DAMIEL, I
RICHARD M COOFER
GERALD A FRFFER
ROMAT F WATEINS
JERRY L SHULMAN
LAWRENCE LUCCHIND
LEWS M FERCUSONM, I
ROBEAT B BARNETTY

January 21,

WASHINGTON, D. C. 20005

(202) 434-5000
FAX (202) 434-5029

VIA TELECOPIER (202) 219-3923
Mr. Peter Blumberg

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

-
L

0463

Re:

scHorey

DAVID B KEMDALL
GAEGORY B CRAIG

JOMM J BUCKLEY, JR
TERRENCE O DOWWELL
DOUGCLAS K MARVIN
JOMHM B VILLA

SARRY 3 SO

EEVIN T BAINE

STEPMEN L URBAMCEYE
PHILIF J WARD
FREDBRICE WHITTEN PETERS
JAMES A BRUTON, thH
PETER J KAMMN

JUDITH A MILLER

LOM § SARRY

MICHARL § SUNDERMIYER
JAMES T FULLER M
DAVID D AUFHAUIER
BRLCE R CENDERIYOW
CARDILYN H WILLIAMS

1994

Webcraft Technologies, Inc,

MuR 384!

Dear Mr. Blumberg:

F LAME HEARD I
STEVEW R EUNEY
CERSON A ZWEIPACH
SARAM HELEME DUCCIW
PAUL MOCGIN
HOWARD W CL
HAMCY ¥ PREIS
RICHARD 53 HOFFMAN
PAULA MICHELE FLIIMON
STEVEN A STRINBACH
MARK S LEVINITIIN
MARY € CLARK
VICTORIA L RADI
DAMIEL F KATZ

WICOLE K SELICMAN
ROBERT M KRAINE
EATHLEEN L BECC

SVEN ERIE HOLMES
WILLIAM R MURRAY

ThAS

Pursuant to our telephone discussion on Wednesday,
y 19, I am submitting this written request, on behalf of
webcraft Technologies, Inc., for an extension of time to comply
with the Federal Election subpoena directed to the company. (A
copy of the Statement of Designation of Counsel form is attached,
designating our firm as Webcraft's representative before the
Commission.)

January 19

As 1
of the holidays
matter with our
Accordingly, we
your subpoena.

extension would
on February 15.

explained in our telephone conversation, because
and weather, we were not able to discuss this
client until this past Wednesday (January 19).
would request an additional 20 days to respond to
It is my understanding that an additional 20 day
require Webcraft to respond to the subpoena by or

We appreciate your consideration of this request.

Sincerely,

i\AJ?w K Nl —

|
Do as R. Marvin
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A MARE CHRISTOPHER

MATTHEW SCOTT McCONNELL January 29, 1993 e

MARGO B OWEN
PETER N. FARLLY

United Conservatives of America E

300 I Street, N.E., Suite 3
Washington, D. C. 20002

American Mailing Lists
Corporation

Dear Sirs:

As you know, this firm has been employed by American
Mailing Lists Corporation (hereinafter referred to as "AMLC") to
represent the interests of AMLC in and under that certain
Promissory Note dated June 9, 1992, in the original principal
amount of $186,670.35, which was executed by United Conservatives
of America; and, in and under that certain Security Agreement
dated June 9, 1992, given in security for the payment of the
aforesaid Note, which was executed by United Conservatives of

America. AMLC is the holder of the aforesaid Note and Security
Agreement.

This letter is to advise you that United Conservatives
of Ame<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>