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Thia s" .. :Demctic Vi

D~~~Y IRSo f
audit of the

* trur Ve

The adi "~~4tep~~d0a.~4 97,December 31, 19#E c 5Wi~e bIs~gctbalance on 1,maty mm~,4 )~*5st~I~~.ft hperid of$488214 /: ttal ibuemei oothe perot,"f
$461, 453; and at,:eslIng cashbalanci 40"606~

4t
The sum of the amounts for each reporting periodtotaled $478,2141 however, the sum of 1987 and 1988 calendaryear to date totals ,for disbursements was $488,214. Thedifference ($10,000) resulted froierror* in the reportingand itemization of rcaotherolitical comitteeson the 1988 October '*orp .99.0,fgures cited inthis report are ,round nearest dollar.
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The ?reOUaEVWC t o1~eE*~

t~ytd by the a~ad 1W 0*

(0987 through Septirip as. On ~ S~%

Treasurer is JI Yi O~

C. 8Sope

vhe oudi t
9POtted rceiptS I*

fte L t.quze#
eadt* debts."~

Sectiofl ZVIbjStE 11" MPVW, W*

Code states ii pa t b~e
disclose the i. t iCU 'the

9Aks a contcibutl@3 t~ h e0t*A~
reotifl9 period, Ad:~etV~f

contribution .

The Audit staff identified 
three contributionse

totaling $42,96S, which were *UdertepoCted by $32,66 .

Also noted were three contri 
6 9e0

itemized on Committee disclosure 
report tsceined

from three political ommIttees hoever. pon the

available information these 
transactions did not occur2/.

ItM

The Audit staff reviewed 
disclosur Ulid b#Ahese

political committees and noted 
that no Ubutiondiwire

reported by these committees.

el
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At the Rmit Conference, thb tCi'tt Was #Rm
" J thiedule of thte dtisclosure *E . o r Uiy 17, 19*0, tbe
-,Couittee asnded its disclo060) pol co t in; the

disclosure of the contributi uioto d above."

IeCommndation. #1

The Audit.staff recommends -Ino further action with respect to
this matter.

BeDe Otketh

section 4344 b) (~ttte2 tt ~~ tt$C.qiee, in ptthat ,*J~ ~ttli~to h~
tat 04 **09et *:*.. * a..M

*li attou-Owed by or -to tic* 74pl

S :it-on l#4.

The Cinitt*We11M
Nat~iabon bank. oa AUUst 30,
advance on Augqust 3;1t Vhich 'it :,ite *
A. The loan principal was*reppd on epte r2 -bet
repayment was not disclosed, on Schedule C ot itetuid4ou **.dle
Sas required at that time. b"* Aodit stff ' teO.that 'th

amount of the repayment was Weported on Line 24 of t .wT I.d
Summary Page on the Committee's 12 Day Preeneral disclsuare
report, and was reported on Schedule C on the Committee's 30 :Day
Post-General disclosure report. The interest payment was
itemized properly under operating expenditures.

". .On May 17, 1990 the Committee filed
Schedules B and C to correct the irregularities no

2. Disclosure of Debts for Administrativef xpenses

The Comitteo reported debts owed to/frO ....
NortCarolinaDemocratic Executive Committee for th 'a

, . ue share -of administrative expenses during 1987 and 195.. i
staff reviewed the total administrative expenses for 198!TnanP

W*' -41
,: /- .. -,



INoif be eatid Weecutie~ *

n it ril 1 1990 the Committee mde it Aril

::~i ' 1;$ 1990 Quarterly report to reflect that no debts a-re 0w ...

;. -; to/ftom the Worth Carolina DeoOcratic 
8gaccutive Co.Sittt fOerib the

!:!; Ronsfederal share of admlinistratiVe expenses. ,
teca6metI4a1i42 "If

.... ,.. ,. he Aui t staff does not recommend any amending action vt

r ctO bee rasatins hoverer. the COmmittee 8hould

i : adequate procedures to assure accurate 
disclOsure in,

sccortdafce vith the aegulations at 11 C.V.R. 
1104.11(b).

IL019 tc. OthePOteI

toonAte Coinission's Office of General 
Counsel.mn

te otherthae noted, citations to the Comaission's

- :tbe udttins refer to those sections in place during the

period covered by the audit.



1 L/ttCosta, Aud at: Division :
SElection Commission

Wa~ngtn.DC 2046

RE: V6ftry Fund Audit Report

Deer Mr. Costa:
Ilettern in response to your correspondance of December 3

mt * e:ju ettngad f~editiona, inhormaton pursuant to the findings of the Audit

Cou uit of th~~e audit of the North Carolina Democratic Victory Fund for the

Sp .r IW reomnmendations were made and the responses are as follows:

#alo 1 -DeteMnfo the porto of the phoe bank and direst

- pu~gt lbse~bieto ridwral addtsn rviedcmniI

t one t o 0bh phAsO oo s*k, the use ofd

bt cost oslthe direct Mal

tleoVin. used

Nat i n th e m ent Thuc st of Malin swee c on tra e of pIo

l direcil ees ooindleate wo oe Norte C a a De

eund d.he totludd is l the de tilg aredubd bo the tw
ck inclUdie twa .4ot m s 0dmehte ba th e edcoes

far as can be determined all phe bals were operated by Ma a

(t the exception of paid trainer) and therefore no port ion of the ph~e

fbk should be dire cty allocable to any of the federal candidtoa

National Management Associates and S S mailings were contracted to produce

all direct mail pieces on behalf of the North Carolina Democratic Victory

Fund. The total cost of the direct mailings produced by these two
compnie wa $ .,Lb P~Iis documented by the attached copies
of cacelld ~ fl~IMail Associates and S&S Mailings as

well as copies prdcd

Of the nine pieces produced (see attached), five made some mention of

federal candidates- Because no one invoice can be directly linked to any

particular direct m4lCthe method for determining the amount allOCbl

to the federal c 4 L follov4?

A) The total cost for all pieces was divided by nine (which represents the

actual number of pieces produced) to arrive at a per item cost.

B) For those pieces involving candidates, the actual amount allocated to the

feral candidate was determined by arriving at a percentage based on the.



Th4i: mwe the hants allwated to the fl

~WtwJaew tw ConpeW"
D Pri PrIce ons a

Theee iOonate do not exceed the 1186 441A(d
wlt nd are Included on an attached

3.) da= Provide an expMSWbaltd0. VtbCwb vlctoryWs but liwI
es~ ~~P . =PM Ie 0spi

I iblisolit01bSt een Dwki

.... I etc to the D
! ,d otheall Ine sdeendlhpdni

..fth Cas h Vktetm _

, : :,i- :!- t e "am " i

r

3) 11ommend8tiof |1 - Demoastate why t
Rat* Comamit ttee shuld not be considered .
ptevide a cpy of the e td refund chek.

Pur uant to the request of the the North CareA .I

asperate account was established fr thepup
the Democlatic NatiMal Committee and malntaI i

down from the Demonrati National C ttee
activities. The funds received latO

fedral and non-federal, all
sources and would therefore
were reported as a part of the North roina V..
$32,W@0,O was made to the North Carolina DewoaiM
means to remedy the situation. Attached is a 0

written from the North Carolina De px .V0

March 1990 bank statement showine$ tha,

Democratic Executive Committee AiccOant. 'In alL.3 l

Democratic Pary made efforts to comply with an I"
Federal.

4) R#commendtion #4 - No turther actions need bho01

Of, the
kweeasethe

thethe

*tate and



... i +l fi+ et* t'ks1+b tIw

.Ib.is gep nde attempts o Add fr r a 1l lt ofI1 m t fl ri' by .,,

Caoln Deolal Vi..ory "--nd forthmej ISu itIlI-8. Ars vel wi +

th eilm ~.drn~ the above ref[rebC period Is stUi aroundtd:"my

ben, ly ul hterles .d, 7 U1tIlU s set forth byte

ddtllInfotio, please feel freeo to cmtS, t me at 14-,22g-...-.

. .

11 IN
LA. LMMM

%lw 9V W,7+P+ + ++ '



t ti-b

is r.epon, 5 ifori

S b~of t tfr0a oi e e r ot t the

~uit*t On$a t . 4hnti

110i@*l@.()(1J) nd ft ±)of0"i II of tb .frd &

am. al/ s stesl I o ltnrt that , i"A 4

co4rij vedo ibe oc an ni ing t 04, on Uil rillsa 06heo

or i na f th sts of &Toh c tie o to te,

a,,,. cnd #* La4 p to uwro i 12on Vribuion su00.c 4t. Vhel hiu

0)..o 24 . (o p1poses oi. ...

*~aec*~Ut t@v~) e

* h

.bi ), pIin t oo inu r

ftmi"etil adllceW#idebtl m i,

electio" / n, ofs suche wa noted, roidthaton tef11w~

N 'itOfe a met 4uhpalt iof t ftt~oe**or

h po'tion of the ots oef sucho a citios al lale toriederal

teris paid 
ctt di s u e o ei.

tions of 1 theAc. Fo4prp111o01iCF..
part paytn oft the cotsI incrre in o th U

co dii Unssothews noted citain to teCmiso'#

pregonuoatih refer o tuhos cvtioes in pc~lc during tCh

perodcoeed by the audtit. t~ n h s



~mSlith vtreisr4O ndqemot~"'A
whe schPhone aka I..

Vha us* fpi ttSL~a
'd el 1o*l int ft'to.

o, co co te o

vter registatiot and g t-te
qualify under this *extin. ather, '

,lct t he lImitations of 2 U.S.C. S 441a*)

ii C.. d 110t.7.

1. xntroductionl

Subsequent to the Bxit conference 
the Committee

ptovided the Audit staff with 6 drafto of its Get Out-the-Vot@

( V "program. The first draft is dated October 2, 1967'
the si th draft is date'ay- 24, 1968. Bach successive draft. was

u-djted from the previous draft. Also provided were the
Utt. ....oter reiation October. 20.

SL"g the a "Itte s 1' ition Day activittes, and

letien %Mwich report on the results of the

t tthe Committee' 10 ,f ,rra
id wote .* w-a Gt"ut-o-vot*

U 0 rta19t.es of the d V ict e 1i8

"'oylles vas ednA Ra01gh -ot 0aoia Aft, Adsdi h

t.4 • IU0 Cad GO M. t .

thoo t the &tthl

) V$t1#t 441l co tt for and Zlectionft Dy activities

The apparent headquarters of the, Victory '6

ptootam was in maleigh, North Carolina. Also housed'in the Sonm

4ff-ice space was the Diakakis-seltsefl (general election) 
c ampi n.

sa*ed on the Audit staf f's review of rental payments for theL.

office, the Dukakis-Sentsen campaign 
paid 20% of the monthly

rent; andbased upon a review of Committee 
check request forms

for payments to AT&T, the Dukakis-9entsen campaign apparently had

also agreed to share in the cost of a telephone system 
installed.

,X j' t staff calculated the total cost of the

Vttc b %P be $816,159.42. Out calculation is based

upon IRefiitteets 1988 audited financial statements and

adjustments made by the Audit staff resulting from our review of

several other bank accounts of the 
North Carolina Democratic

Party (See Attachment 1). The Committee reported in its 1988

iO



+'11ry *, Von-

~. f~nca ste~ns 22$5 as the tt.1 ostan ~s1,S a the+total ViaPOry ',ii Ion#

throgh ~ The Victory '66y prp, ye fud4S-
bank accut set up $geeifcaly

++,,++t ccounts

fo r hspr Oses one federal, the ictory' 8
aoi this poe nonfederal he Victory 8 Wnt-al acia the other9 non".6f e d e r a l , the Victory '8NnIeea a-+++ +

The Audit staff identified costs 
from the "Vt"I*

at rfederal account to be $2S8,613.9S (net of Michigan Deot I

Party transaction).

ttl costs from the Victory t86 Ion-lrederol

account ($347,98W.00) were 
funded, with the exception 

of

i rivate contributions and $162.9S 
in interest

eaCned, 4etirely with funds provided by the Demsocatic National
Commi~ttee (=DNC').•

Additional program coots were funded by ~tboe

fOllowing comittees and/or depositories maintained b |tt*Wt

Colitua Democratic Party. These domitte-s and/or 4fto.. S

Spte. ontheip e ctive Statements of Oruaiati tts'..

fILe WIth the VUrC. as, affiliated committees.

tcom tte'* , aredeal d.PO.iton.
#$*3S46.. A -tat. coAmittee, the North Carolner 06"0* ...

t~e'~t~C ouutte fuded$136,570.35o which thel geO N wC

te Wo16Cthi -CaroliU94O 4lct Ion CmiW I ~r+i*+ +o+it .fude $4++ + ,iI no- ftoU-

I.~b~* r~1 tt the Victoty 6pora

a+te 9. W cation of payments throSgh +ath1969.

The Audit staff noted a dep -it oy of. th

rolina Democratic ;rtyu. the -North Carolina De.@ceat4C
c i -Committee special DC Transfer Account(

Account'), apparently established 
in accordance wit *A5 o t

10, 1989 letter from the DEC transmitting 
a $31,639 cotribution

which stated that 'pursuant to procedure approved by the

Executive Secretary Director of the North 
Carolina o'ord of

Elections the contribution must be 
deposited into a separate

account established by the State 
Democratic Party for

contributions fron the DUC'.

-A • mAA &w+as unable to determine the date

on which th est"00~ablished, however the Deceaber 31,

1986 bank statmt disclosed 
an opening balance of $620.47. 

On

April 291 1988 a "closing" statement with 
a zero balance was

received by the Comittee from 
the bank. in August 1988 the

account was reactivated with the 
deposit of the above mentioned

contcribution i Dcrf

• / includes Mqichigan Denocratic 
Party transfer of $24,510.

I



Vr st throuagh 0ber X8 the ?r 0
.... 3 . 644 fro* t ofee account

ac~outsg $,SO@ Aoin w -i Vices$~
of fndrisin p ~ loe t r~~chthbW ,

D tai Con ression&Il CaagnComittee (See thliefta.
ztos oe instances, the contributions were accompanied with
lettors which specific6ally Identified the purposes for which th
Cont rIbutIon was to :be used,- i.e. not to be used for 441a(4)
oxpendt tresl and several contribution chocks had memo line
notations as to the purpose of the contribution (See Attachment
3).

The above receipts were transferred directly firom
the Transfer Account to the Victory "86 Federal ($32,900) and:the:
victory '*6 Non-federal accounts ($421,639)v and to the Vorth
Carolina eMocratic tlection Committee (ONCDICO) Non-Federalacou ($7.@00), uAddiionally, the Victory "86 8on-Federal
accnt e-two transfers o the DNC funds it received, totaltln:
$7,5@.47, to the MC09C Non-Federal account.

he .above issues were presented to theCommittee .

at the ut conference atong 'with a request for additional
• * aw"..d i~ ion. As eprevioutly oted, ee t to

CIO t ~ b Cmittee provided the Auditsafvh
... tio-t."#. 94"t r i' itsISOMprogram for. •. A

0 di~W0e o theVict~'6 ativities appears below,

Accorating to the drafts of the 00W proram,..
couty w.tkahope were hed in -July and August 19 .at which
county 0 coorto4iwAtos and phone bank supervisors were
inst uct4 concerntng their duties for the period August-MoV0eeher
8, 1968. Phone bank offices were to be set up in each county,
and were to be staffed by volunteersj howver, two memo
regarding tracking survey wages and expenses indicate that at one
of the phone banks for the period October I - IS, 1968 the
majority the of workers were paid. According to 11 C.r.l. S
100.8(b)(18) the costs incurred in the use of phone banks in
connection with voter registration and GOTV activities is not an
expenditure if the phone banks are operated by volunteers. The
use of paid workers wou4 *"os eaemption. An internal
Committee memo indica 'e ki were set up in 65
counties and that 200, .ad beten completed.

According to the drafts of the GOTV program, the
phone bank activity consisted of two types of calls - candidate
ID and voter registration. The scripts used for candidate ID
calls contained a questi ding the President, one regarding
the congressional race'". tdistrict, one for Governor, and
an issues question (See Attachment 4). The question regarding
the office of President stated "Can you tell me if you are



to IOU It k14'fl Te ot 0 -01
g) WARls v Pssibli 3 suibF)

flog Wited id"oet howr ao~befrt(,,,,, t, to+
,ficeS 0 r 'rM +i, t wwnn

they would need transporttian to tbW 1ol or an
lot. These calls would occur froa either Aut 1$,

* or the inception of the phone bank, whiceve VS 1ate .
4 t " n days fothe, general election. October 29# 1968. At
+ a tim the phone bank activity was to be converted into voter

+tian calling. The voter turnou calls wehr to begin
"froxim tel S days prior to the general election.

According to the drafts of the GOTV prograus the
..... ...t.. into black pcecinCts' 4n
re " ,to last six wSk u t - September 30. 196. "the

O ttoo did not provide the script used for these calls.

~*. asto be irbaeed to cemple"eVt the vote r regis tO
3 rA€ordiflg to the Coumittees general ledger, $902 #

o hea stotiOnl lack Wetwork Ol 9-13-6S fot *Audloji totl a I:

s" r the vtWry , on-dral acont. vio
. .. te"m OV, ple.. 'volmteet phone banks rill ca11 i0

umauttyas m~etone v piority.

Accordin. to the drafts of the GOTY ly

eheere oe c Wee twit4, Ve

f vtt**E' b~ teIoebe dietor t x
~**in q~t e ttOeslswe to be, tu*

ed. A rdfln+ to the mo. "the poe tal ie e Ire "III
t ,y. ..aO, v+;ietoty 66l. :hq. they ere .used to send OTW postcardsti. :

v"jdidates

4

According to memos provided by the ComMittee

regarding the glection Day activities, 
the Victory "68 ie"tion

ay activities were directed at getting Democratic voters,tO 
the

polls to vote. Door to door canvassers (walkers) were to urge

residents to go vote, provide information 
and arrange for rides

to the polls where necessary. 
Volunteer poll workers were to

hand out literature and slate 
cards. Checkers were to check off

the names of those individuals 
who had voted and-provide)Ma4 

of

those who had not voted to the phone 
banks h ,

placed urging these 
individuals to go and 

r $'V r a,

In order to calculate the cost 
of the phone banks

the Audit staff determined the 
total Victory '88 program costs.

The amounts identified for printing 
and mailing and direct

expenditures on behalf of the 
Dukakis-Bentse gn were _

deducted. The net amount remaining has been 
t4 n4,# d A s t14



totlcost 0fthptoebna*

IS 3. cint. aPndNai

According to drafts of the 00W ogm d" 'van to be utilised as follows. A * O1Virstaasion piec ,ibe *ailed and targeted at black households as veil as tort !;~erl* tolb12 allableoditeried tobefavOabl*. pparently a *possibleti, epw in the ca ndidate ID phone bank. Additionally, a se1ct* t group of 70,000 yes to be identified and 3-5 pieces ofrsll vere to be sent to this group.

The Audit staff identified mail and printing coststotaling ~$206,229,2. The vtctorY "89 Federal account id409,07S.02; the Victory 'p -Federal a n pa P
the Committees federal account paid S90608.0; and the Srg$47,710.01 was paid from the _CD. .Mon.eraac n.ngaturting to $1 0,274 were owed as of 12/31/ .

a. National MWgement A -cate. Direct 21

The Co0ittee contractQd with *ationol.ae t A toiateS(._ 'to sivne as divret nail coneulta.t
...... T o o t he pe ri od A u g u s t 23 - o v e mb e r 68 19 6. n

II Lt -l ....ass to rovI e th e rovioes of 4h.ec .and ingr -Xing to 1041mailthe ,di rect miiAfid:Zit"diec m at)im s tat mbt be#sbs.
~ ~ils a timol-fi*e fot the4ptddbt161i%0of' 1dire t~i

The Committee supplied, the Audit staff_ with .-.to ies of 6 direct mailings produced by =a in 1966 (geeSAttachmeent S). Bach direct mail piece had a different theme,such-as education, eworking people, the environment, two apperent
elite cards, and a Vote Democratic plea. Five contained a
picture clearly identifying Michael Dukakis as the candidate forPresident and in one instance the piece contained a quote fromDukakis. Bach was imprinted with a U.S. Postage permit number inRaleigh, N.C.. Based upon the agreement noted above, as well as aletter from NRA discussing its "dropping* (an industry term whichSmeans te Railing of) of direct mail pieces, it is evident tbot~4~JCMA4A4~.malins NA billed the Committee $126#S34 A' J~- 222,839 Self Mailer #It 170,000 Self Ram IwA nd298,527 Get out the Vote Cards; and door hangers.Committee, from its NCDEC Non-Federal account ($44,138. 00) nl -its Victory '88 Federal account ($72,122.43), paid $116,260.43 ofthe total amount billed by NRA, and has an outstanding balance ofj,$10,274. The Audit staff is unable to match the six nail? , #,vided J# the Committee to the billings from NRA.



0 t the total pieces e.+ n1

*,0.6i- e amounts ito the pWyee
+ I, ytony :dditi post.

eased upon the available *i'nornet , "t* the

-PAIdit s'taff is o the opinion that the Coie' ft o gu,,
diect 11 etvic would void the exempttji at 11 C...
910 *(b) (I# )(v)-

b. Other printing and Pottse

fte Audit staff believs the .

$7,6.43identifled as printing and postage rlolftk to: t
... Ast $79,s32.94 of these eait' ....

ttly ocumted todetermine if the? w folt
c daite (See Attachment 6).

i n the interim audit tr t te"rvI
~~ tbet.1 ithl n 39 caleadardas I

Am 00Atte 40,tefttne -the poxtit of i en

A stff do e"aCtio- -
+i+ + +@ ;*+Ide at detatlnd +

V6,+ 0+? to:i +v ++

-d1 all pin,1e ter a

F.' -P4 undocumented priltifn

I f p mte'umieaxpenditures are' on b ehi o tl0

fideal+ ffice in North Ctcolina, other thead l the ? * 1

candiwaet, the Committee should amend its 19*R rect. and
disc.Ole these expenditures as 2 U.S.C. S 441a4d)e"peudt,*et

4. Audit Staff Analysis of the COUAItt*W4*

a. GOTV Phone Banks

With respect to the phone banks addressed in

Sectimi, er heceUmittee's response to the interim audit
eo ,Adh.-phnE bank was structured using volunteers in

6 oun * volunteer phone bank was staffed with paid

trainers which is permissible pursuant to 11 CNR

100.8b(18)(v)(sic) and was used during two phases in 
the

• 1 ts mailed equaled 691,366. which was composed 
of:

/ 2A9 self Mailer 0l + 170,000 Self Railer *2 + 298,527

Get Out the Vote Cards.



can9. The cost of each phase can only be estimted for n

ii!!l ec* r ords indialte when one. phase began and when anohe

bank p*@ed~~t@S. A~s far as can be determined al! phone bqns il?; !.i!}

• eret opeated by volunteers vwith the exception of paid- trainers) +,

! and thre~fore no portion of the phone bank should be directly

!!'I  allocable to any of the federal candidates 
mentioned." ..

~The Audit staff's review of the materials

ii,, submitted noted that only one phone script had been included in

the Committee's response. This script appears to be a draft

version of the script used for candidate ID as discussed in

detal abve, It appears that the script was edited to fit 
the

congressionlal district vherein the calls 
were being made by

identifying the party's congressional .candidate for that 
district

~by name, as veil as candidates for Governor and 
president. Other

i . documentation, to include a phone bank plan 
and lists relative to

~installation of phone banks, provided by the Committee had

)! ! already been reviewed by the Audit staff.

r The Audit staff is of the opinion that, based

.i~r"upon the above, the exemption granted under 11 C.FlR.

fSl00.S(b)(le)(v) has been voided: (1) by the use of paid callers

!i (in at +least one instance)i (2) by the apparent use of national

uot S canddtes. Abeent specific informatios-assocititng ;coets

wit ech~eg~t f heprogtaI and information necessary 
:to ...

oaluith the po if f c :osts *allocable to federal cindid-t*C."i

I+ + the Audt staff" is unable to clla1te allocab~le costsl to -

d+ ' spec ri fic candidates.•,

i, " b. Printing and Nail +

+ With respect to the printing and mailing

costs addressed in the interim audit 
report (Section 3. above),

_+,- the Committee's response states that NR 
and S&S Railings (S&S8)

! "were contracted to produce all direct mail 
pieces on behalf-of

i I  the North Carolina Democratic Victory Fund. 
The total cost of

the direct mailings produced by these two 
companies was

$198,260.43. This total is documented by the attached copies of

cancelled checks written to (NRA] and S&S 
Mailings as well as

copies of all direct mail pieces produced.'

Th, response notes that, of the nine pieces

produced, five made b umntion of federal candidates and that

no one invoice can be~dtfctly linked to 
any particular direct

mail piece. Therefore, the Committee used the following 
method

for determining the amount allocable to 
federal candidates. 'The

total cost for all pieces was divided by 
nine (which represents

the actual number of pieces produced) to arrive at a per item

cost. For those pieces involving cendidates, the actual 
amount

allocated to the federal candidate was determined 
by arriving at

a percentage based on the space occupied 
by the federal candidate
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Although the edoit t.*. 7.pas.*Atettnine direct mail pieces Wre produced, the ComIt t:submitted copies of seven direct-mil pieces. 1W Auit "also noes that the photocopies of Caw*celed
provided fo . A Ind 9&3 had been previously V17074de ft: r.no docuentatio0n vms subitted by the Commtt**e wihrespeqt tw,$79,532.94 ' of isfficiently documented printing and postage
.ependitures Iich apar related to the OTV ogr itialy,
the CoMittee80 resnedoes not address the issue that
commercial vendorivejre used to distribut, these materiials atber
than volunteers.

The Audit staff is of the opinion that, bas.s
..upon the above, the exemption granted under 11 C.r.A. '-5lW O.8(b)(l*)(v) has been voided by the use of c rc0" l 4. din"
for the-e direct maIllings. Absent specific infr 1Lon
dcumwt *Dng-Od associating all Costs relative to'ch.4 ,t.

mail ~io~ a fwio foir adeteriatonol of the ot, o &~Z
-te ? 4tal 'a4e dahd - the Audit ,staff it-unable to ivtate-
*0 , bleC cr0tsoto specifc candidates

TheL.-" A~tstff reciaenda this *atter be
Offit ce Of G i- Counsel.
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. *mction 441.d) of Title 2 of the unlited Itat' .-

o th e ct. • ommittee Of a Volit+
of, ~ltidalpt. 4incii'

tIio-tcomm tte of' a Sae o ttee may noakt I*110Ct o cae =.+n,

-.L..+ ! +a e+otnne 'onith the noetal ltion campaign of.a c
fgroPresident ffiliat with the party# subject to the

Iijiatoncontained within this scin

Section 110.7(a)(l) and (4) of Title 11 of the Code
rederal Regulatioas states that the national committee of a ,

Political party say make expenditures in connection with .h

q~erl letiR aman ofa candidate for presidentof fb.

.. t t ailated with the party. The national coin e to

of',a*!Political patty may make 
expenditures authorized by t"i

Oect ion thtough-- any dsignated agent. including State and

subordinate party committees.

'Section 10 9._(a)(1)(i) of Title 11 of the Code otf-,

Wegulations, W sta estin part. that a political " -I-
iLtteLe party it which finances political-'I

06V*ttein wIthboth federal and non-federal *leCti6n,.

S...e federal accont. only funds subJectto the
if t abions and limitations of the Act shall be deposit A

."cti separatt acout. All disborsements. cotributiio,
upnditute ad ttanefce by the committee in conn. ' i

sy 44 f rl election shall be made from its federal a.

Durif the AWdIt steffo s review of the

~Vctry'5 pogamq t tatn *Penseswere, noted whbich w$4!
Vii -y U, p hto, Aa d" +°: .

t+oi.id tO the Duk1aklt~l .-5sea- Campaign Or wee noted b

C+o ltte- ..... ativities on behalf of the Dukakis-le*.

ca . aign, Those items identified by the Audit staff tae

discussed below.

a. Political Amecicana

The Audit staff identified invoices 
tota14gq

$39,255.49 from political Americana 
for such items as butt.

lapel stickers, and posters, 
which were invoiced and shipped' 

to

the "Dukakis Victory Campaign* at the Victory t88 headquatt cs-

Payments on these invoices vere made by the DNC funded Victory

'86 Non-1ederal account ($30,710.49) and the NCDEC Non-fed°
.. + 431.74). The Committee has an outstanding bal

21. "Oftthese invoices. 
Since these items were appatr _.

. / Unless otherwise noted, citations 
to the Comission's

Regulations refer to those sections in 
place during thl DNC 

re

period covered by the audit.

8



the,- UkAitS..sen (geral) earaig. it, s tshe
opt , t1 tt entireu

ricatba ( 5 t the kiakis Vctor .mId b nieed:as I&gndture nb hten genral caaa~g~I. Easd VOL mi*~,cott isp ne., the, ic did not delegat, to the omtte any
n 441(d) with to the

intsl/icePresidential candidates.
b. Direct Invoices or Activities

Six elpenditures, totaling $4,655.73 paIdfrom the Comitt -,e - Victory '88 Federal accountwere . ierinvoiced to the *Dukakis Comitte_ .or were clearly presideetialSnure and wer for various items such as rental of the Se'to,Convention Center for a Governor Dukakis rally, printing o issuesheets, and advertisements.

Also noted were invoices totaling $,233e,4for various activities which were for the benefit of theOm*t-is..Men5 caqapign or were specifically iavoftid to TW"cDkakia en campaign. Payments on these invoice.tot1,33I-#an were made by the DWC funded Victory ',. I on-eflaccount in February 1t89. As of April 17, 1989 the tstbalanceon .the above mentioned invoices was $604'.43.
co. ftSaed pns s ATaTTand-,ff e v hai

1w additi On :tothe eapeeI tat**: 004kOthe"i t attff identifedr 2 me totlng $1,... .ttry' Nthfdrlacu, funded bi the ieCt* At i19 fotth044 isese aupWiga useo f the li111*talephoe q *0 .meat the Victory "8 h eartUars. A ComitUe eckt0 1for payment to A? a T stated that Victory 0,80 wouldpa for f ofthe cost of the Merlin telephone equipmewtan-t- th e fbiDukafttis.Bentsen campaign would pay for the ramaining 11% of the cost.
Additionally, since Victory 88 shared officespace with the Dukakis-Sentsen campaign for which Dukakis.4ntsencontracted to pay 20% of the rent, it is the Audit staff's opiionthat the Dukakis-Bentsen campaign should share in the overheadexpenses incurred. Payments totaling $2,198.90 were made for waterand power by.Victory'6.,s Federal and Non-rederal accounts forwhich n nto the Committee by Dukakis-.sntsen could beidenti etthae w* and power were shared by the Committee inthesame' htage as the rent, the Dukakis-Bentsen share would be$439.78;owhich $129.77 was paid by Victory '88 Federal, and$129.77 was paid by the DNC funded victory '88 Non-Federal account,and $174.01 was paid by the NCDEC Non-Federal account.

/ The DNC reported that $8,139,852.10 of its $8,291,453.80National Party Limit for the 1988 Presidential election hadbeen expended as of May 31, 1992.



t

At the 2xit conference Committee 0 **ii riSrl

stoed. that the v.*dOr5 possibly billed 
the Dukakis-'sOU0006

t g to the git cqnt#teIC *
Comitee prodided tonal documentat Ion in whch the
Committee stated eno information on other rcotract*^9ta

between the North Carolina Victory fund, Dukakis/1e 
i iti 4

Victory ,66 have been found."

in the interim audit report, 
the Audit .stli

recommended that, within 30 calendar days of 
service of that-

reporte the Committee demonstrate that expenditures 
totaling

$47,-99.1 9 ($38,255.49 + $4,65S.73 + $2,238.22 + $1,009.97 *

$439.76) noted above were not made 
on behalf of the

aki$-sentsen canpaign and should 
not be considered as

...enSites on behalf of the Dukaki-Sentsen 
campaign. %*,,Audit

staff further re.ommends that the Committee provide 
pertfint

staff frthner 
8 c to ne o t

do-mentation relative to shared office space to include 
ibe

basis for the $0/20 rent split.

The committee's response stated that

tblding used by Victory #66 and Dukakis/Sentsen was l*sa

toal tats o $2g000 per month. The basis for the 0S/2 01

was the amunt of Office spece occupied Ib each org iet

the ton rooms available, two were occupied by Dukakis/Se

e*iht were occupid b Victory '6a. The Committee also P
.A othe-l m s which indicated Dukakis5/Setswn~ was

S /l month, w.S Victory e, was ,to pay $1,60O pe¢* ti

n addktion, the respo"0nt.nps .ha-

iniCSaddressed to the DkahIs/zentsen Campalig n

th Comittee) were done so in *trort Drint te c0atso, .411tieo

Campaign. the names ViCt4ry' 66 ande
interchangeably since both were assevd to be a 'part of eR#

organisation. The largest Of-thIn, oice billed incoCttlI

those submitted from political Americana, 
a company which

provided bumper sticker(s, .buttons etc. Enclosed is a letter

from Political Americana and other such 
vendors, explaining there

(sic) billing errors."

Based on the Audit staff's review, the

response adequately addresses the 
basis for the 80/20 split for

rent and expenditures with respect 
to political Americana

($38,255.49)- Bowevet. w - respect to the remaining expenditures

for direct invoices 1*k v itt es ($6,893.95)and shared expenses

($1,449.75), documentattOetters in support 
of the Coumittee's

assertions that these were billing errors, 
were not submitted

with the response.
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l VzyC*ORY FUND
to GOC WA

040. T C.1 ~OV2

#i~tot Fn4Rfrom. Prohibited Sourcesd

I ction 102. S(a)'(l)) M t Of'itle 31 Of the. '" C4bf

Wedetal iRegulationsl/ states, in part, that each I oranit 1"

including a party committee, which finances 
political! -activi. In

connection with both federal and non-federal 
eiections ad * 1ti0

qualifies as a political committee under 
11 C.F.R. 100.5 shall

establish a separate federal account 
in a depository in

accordance with 11 C.F.R. Part 103. 
Such account shall be

treeted as a separate federal political 
committee which shall

comply with the requirements of the 
Act. Only funds subject- to

the prohibitions and limitations of 
the Act shall -be dep,%Wm in

s4cAhseprate fed er #Z account. All disbursements, contr ibtions,

.....mitures and ttasfers by the committee 
in connection with

any feral election shall be made from 
its federal account. No

transfers may be made to such federal 
account from any other

aCunts) maintained by such organization for the purpose of

financing activity in connection with 
non-federal election$.

The Audit staff noted a depository of the 
Vo*i.

Catalina Democratic Party, the fNorth Carolina Democratic

mecUtIve Comitte special DEC Tran.sfer Account'

Acout'.AcC0tding to an August 10. 196i letter f t"' '-the '*
tran ttng a $33,639 contribution, 'pursuent to procedure

a -ie4ed by the Smecutivo Secretary Director of 
the Wotth

C i atribution must be s

int'' a eaae cWstsbl ished by the State Democratic "

tfOt coatriAbutiOns from tho 00C'D

The Audit staff was unable to determine 
the d~to

on which the account was established, howeVer 
the Deee0'lr 31i

1986 bank statement reported an opening 
balance of $620.47.

.ae.aA _o.on our review it is the Audit staffto opinion that 
e

Transfer Account served as a clearintg &CCOUnrt xx 46"m
received from the DEC. since the DEC funds 

were deposited and

transferred simultaneously (See Attachment 
1 to xxhibit C).

The Audit staff identified two transfers 
totaling

$32,900 from the Transfer Account which 
were deposited into the

Victory '88 Federal Account. Based upon the Audit staff's

review2/, $5,900 of the amount transferred 
was from a non-federal

account of the DNC, and the remaining 
$27,000 w*s oompriH40

'the $5,000 from the Democratic Congressional 
C"'pAiqn':C60Mf-t4

and the November 1S, 1988 contributions 
of $14,S0# end $7,500

from the DNC federal account.

1/ Unless otherwise noted, citations to the 
Commission's

Regulations refer to those sections 
in place during the

period covered by the audit.

Based upon a Last-in, First-out (LIFO) 
analysis.
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AMn te Ln er3n or 

1t th i 3t con ar dcO. a schedule of the

a.. gas. wa s....td to thisas Cir ttee. On a

t hsactit reportde asred o 3,i900 o th .r h

4;ilf. De Imoeratic lgx~citiv@ Coimmittee

xs the intecim audit reporto the Audit staff
#"Abmeoa ht hn 30clndar days of Service of that

rQt.the Coumtttee demonstrate why th aforemenltionted

t~sctiofl should not be considered a violation of 11 C.F.1.k
S i]2.5 and proVIde copies of the negotiated refund check, bo6th

tfrnt and back, for reviev by the Audit staff.

The Committeevs response received March 4. 193,
rLit-rated that -[plursuant to the tequest of the North Carolina
tate Sord of Iections, the a sepatawas establihed

fjor the Purpose of accepting funds from the (DIOW and maintaining

that fundSttrans$ferred down from the [Dud were not used for

roses.bo f The funds received into this account from the
il bt federal and no-eeaaloriginated from

is+n lvidials from their individual sources and would therfte
4 "t , as 'elea funds.0 The response note, that the nor

1104,11- n 0c I C ty made efforts to comply with all
jeq+ +++ %~;tboth state and federal. In addition, the Comt
pv19 6.. copiS "of the front of the neotiated refund check

ft I eh. 1*90 bank statemelt for a non-federal account.

.. Audit staff 06"s that, by utilising#test4U. first411t (FIFO) snalytis. 'cle*nO funds could; be

~*tl ~ aebeen a-,vai lable 'tor these0 transfers as
btU Lmte.Bwvr tho Neolatlonts at It C.t.a.

.,3.Sa(l)(i) clearl prohibit Such tarnsfers fro any aeodt .+

0 s ainied foir the Purpose of financing activity in connectioo
with non-federal activity.

tecoamendation

The Audit staff recommends this natte*r be referred to the

Office of General Counsel.

14
;+~~~~~ ~~ C+ + +,+ +. ..
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. .5.. tt ill" ' itt
united+ Secti ons 4)4(b)((W 4(ttP otfte*

i +itisfet ff or her poittea1 patt WOt@ e thef l
intification of Oac affiliate m he *e a

trainsf9er to the reporting comitte**s d w here t mPO tingK
Sommitaee i oIttcal paty comittpee 1a4h tramn or of EWGs

to thei reporting cobitt@ fro aothepolitical patty
o ittet ogether with the date ad 0mount Of such tr ar .

rospect ily.

Section 102.17()(8)(i)(5) of Title II of the aft of
ltiom regarding Jint fuWi*iU9 act tiee,

++e+ +.s. La+, p ,art ., afte dio.b+ ii f of tiet -+ oed

Or!cedtt as tteaa ti .... tt o sp r* mt

....... fie..~m chduEA teS • ... g it+

(5K A

* ifS lld rotte a il0tAl 4wA~O~4

.he.....aro.. "emoc.. ti .Pa t on.. Wo ... . 21+++ . 19 : n 'd t hen"trnAere to the: Vicor 'S eea ac Wto I 5

thn te interaqz5 r;pft the d.it staff

reom-ed , th1 Victoth at8 I f sel rveouot otha

r+-8 Pa t of & .$t2,000 transfer. Thepo + rt te* diogth

odinlose the receipt of the $7,00 fo the inC d dd not

provide a Semovsndum Schedule itdtiiing its hare of the gross

receipts fron the original contributors.

in the I~t It-theAuistf
S+recommended that, with g,-'1041*l of service of that

recport, the Comittee IN-5a +rprt, disclosing the

i joint fundraising proceeds .noted above, to include a eri

Schedule A detailing its shot* of the gross proceed* 
free the

original contributors and aaended Sunnary and Detailed 
Susaary

Pages.

The Comittee'Afespon
se , received Match 4, 1993,

stated that a "[mieon Schedule A itemizing the gross proceeds

fro the joint fundraiser and a Schedule A for line 12 
detailing
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3 * as Tteamuter

2 U.S.C. S 434(b)2) )
U, u..- S 434(b)(3U)

2 01S.C 0 W3(b
2 u.s.c.S ()
2 U.C.S4e(2 U.t'C. S 453

2., c.i03., s# . f P : (v)

LI Cir't. S9

11 t4t W ito

IN 609013

This setter was qenerated by an audit 
of Notth Carolifte

Democratic Victory Fund Committee 
("the Fund Committee') and Jim

Young, as Treasurer, undertaken in accordance 
with 2 U.S.C.

S 438(b).! / On December 18, 1992, the Commission approved the

1/ The audit covered the activity of 
the North Carolina

Democratic Victory Fund during the 
period January 1, 1987

through December 31, 1988.



"P Awr ptton:. n tW,1 4

ItV. tuud 11662ittwi -eOkdto aw, szm tta Aud it ceot.

teud_ Committe' 4440"G to the I9tari Audit leport ."o-

:titached, Attachment 1.

gecause this matter involves potenttal violations occuctitbg

ner@ than five years ago, it is possible that the Coumission will

be geCluded frb seeking civil penalt:Ls by the statute of

Slimittlons contained in 2S U..C. S "42. _.See FEC v.

ubl_,, Senatorial Citt.o No. 93-1612 (D.D.C. Feb. 24,

149iS), b ee, FlRC v. wll.ms. No. CV 93-63213-I (Vi) (C*.,ca.

Jan. 31e 199S), .4 0efed. No. 9S-$5320 (9th Cir..t r. -*3.

if). Although qi*)brlefmyb available in this k t

Af ess reporti~ .Vioitee,:'this matter does not m1t fuK €
pmi~ rsuit i ,.  ci..il .....t: ,e t aI unav 0lle in view of otbe-

Therefore, the Office of General Counsel recommends that

in the following report the Commission take no further action with

respect to all of the potential violations in this matter.



in 1951 the ttdomieecatwi&e * ,tvopbe

Gt.uOutThee.Vote (OOTV")V drive called '%VCtrY -B. The f1 t

phase (January through may) consisted of the planning 
and

development of voter registration drives and GOT strateges.

Attachment 1, p. 2. The second phase was devoted to Impl emnWt"

the progta ie., setting up pho" bank*, contracting for ditect

mail, and cob* Isl election day actiVitles. ld. The Fund.

committeets Victory 881 headquarters was located in Raleigh. Notth

Catolina, where it shared office space with 
the Dukakis/ntsen

Committee, Inc. 14.

The total cost of the Fund CositteCs Victory '88 progrs

. $814,159.42. 14. The Fund WittI established two bank

a MoMuw , $ S Federal

served* is fth primry funding aoe for WctorY09 .. .. ..

eve a oues for the funding -of this-"t tom fthe vietomy

Fed eal Account provided $25,813.9S, and'the Vietoty 14O

Won-Federal Account donated $34 7 ,98S.Y Id. at 3. Another

$38,486.72 for the Victory 088 program was 
paid by the Fund

Committee's Federal Account. Id. Additional Victory u88 program

costs were funded by the following committees 
and/or depositories

maintained by the North Carolina Democratic 
Party: the North

Carolina Democratic Executive Committee 
Non-Federal Account

2/ The Victory '88 Non-Federal Account was 
funded almost

intirely with Democratic National Committee 
("DNC") funds. Only

$3,033.74 ($2,871.09 (private contributions), 
and $162.95

(interest earned)) came from non-DNC sources.



... ! i  ,<-i i .,

SU dttifo es five, S*C4tts. thej North CrOIClina

'"to ttic Party ilntailnd another depository, the North Cat.l*.

.icratic gcutive Committe Special DC Transfer Account Owl

:transfer Account') to function 
-S a alearinghouse for all

contributions receivedby the Worth CaoliSna Democratic party from

the Democratic National C tt* (WOC), including funds from

both the DIC federal and non-federal accounts. Attachem@t 1,

p. 1. Setween August and Decegber 19.8. the Transfer Account

received the following amounts from the D*Ct $367,563 frog the

vis. ,mon-fnftal accounts $53,000 from DIC fedal accounts 8

- " $1,50 ftom DIC S.erviceS W d.I*ceipt)1 n6

$: ,OO' frOm the DemoCrtt@ IIo t* *~@ni Caupaifl i*4.

At tobeft 1I p. 3 . FuNdi

~re the rdistribuat*4 ando 'p~ te" inte *IVil*~Ut

Victory 'OS Federal ($32,900), Victor' I'A lon-'ederal ($421 430MI

and ISC-C Non-Federal ($7,000).-

a. RICMIU OF FUN" MR ?UI8"3 SOURCIS

The Cosission's regulations require political committees

that finance political activities 
in connection with both federal

and non-federal elections to 
establish a separate federal 

account

3/ The DNC provided funds totaling 
$10,762.44 to the North

Zarolina Democratic ixecutive 
Committee.

4/ Moreover, the Victory '88 Non-Federal 
account made two

Transfers of the DNC funds 
it received, totaling $73,520.47, 

to

the NCDEC Non-Federal Account. 
Attachment 1, pp. 3-4.
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,w 7.....~@ t is t .t%~ U + -41 i t 4+ .~ ~ t t t .... * t !,:+ -' +,+

-Id limiatioS-0 o b4ePC hs2wete~std 1C

.... ienditur el and tranlfe l  4kf 1poitital mit I .. rwwi t n

ith ny federal election are to be made from its fderal aci t.

Id.
'The n teti Audit Report found that the Fund COmmittee

transfarted funds totaling $32,00 fro the Transfer Account to

the Victory '68 Fedetal AccoUnt. On August 16, I9SS, the No rth

Carolina State Democratic Patty 
deposited $31,639 from a DUC

non-f~edral account into the Vransfer Account. Attachent 1,

p. 1. The Fund Comittee then transferred fundsthfr#
i te t1*00tet

ACcount to the Victory '08CVedral 
Account in two t*t. c W*,

ttal*ng $32,900.

vt+at++ o 1 CF.. 12. .nd+4 +opie ,~~ hd+ . , .

In rspose t th IntrimAud t ort th FhdC*t
argued that ++ i t sabihe h TrnserAcout jpurual t ?i+ the .+
othe TransfertA t red bhk federa at o-f t

asthertn, on 29, 10the F nd oittee efnde d the "al

$32gina f90o0 to the nith aolsin Doatic iE ivel omee T

would therefore qualify as ,cleant funds-" Id. Despite this

assertion# on March 29p 1990p the fund Committee refunded the

$32#900 to the North Carolina Democratic 
Executive Committee. To



Of ? * i W t 4 ... 6A _ : I!;  - t . .

fnt(but AMC tb hc to the iW ti~ #v h~kh h

The VIaNft o the VC tor )~ et Acut a

funds that Were derived -from the DNC ..n .....ral co Snt) ,t •

commissiol regulationsS peciial prhbttYsesfo

non-fedeSl accounts to federal accounts. 
11 C.IR.

S iO2.5(S)(l)(i)- This regulation pre-enpts any state law which

would a11ow such tr.nsfers. See 2 U.S.C. 5 453; Advisory OpiniOn

1993-17 ('Federal law occupies the field 
with respect to reporting

and discloSure of political contributions 
to and e0pondit

u res by

Federal candidates and political committees'). 'The Fund

domite* ermnd that its transOrAccount- froe t h e to

Acoplt wito Vter ' i thdeor e iont cna i dete of L

a 1 o t$, e At hs o-e dcn

to lh e f 4 g0 6 14

Consel fro s that' th Conissionfl ea on to biliee & n

DivBse pon a Lesttd-in# first-out ('L-FO) san olysit  the

nlsBoee upnased ct n  fud oud er c ore to Transer
udit Staff determined that the two 

transfers the ansfer

Accotho Victoy &68 Federal Account consistd ofnthe

Acon t0.Sa)V)i tricl &poibitsa such taccoun;r(2

following: (1) $5,900 from annfdrlDCacut 
2

$5,000 from the Democratic Congressional 
Campaign Committee; and

(3) two deposits dated November 15, 1988 totaling $22,000 
from

the DNC federal account. Attachment 1, p. 2. The Audit

Division also notes that had a "first-in, 
first-out' ('FIFO')

analysis been used. 'clean' funds could 
be construed to have

been available for these transactions. 
However, the accounting

method used by the Audit Division is 
immaterial Since 11 C.F.R.

S 102.5(a)(1)(i) strictly prohibits such transfers.

6/ we note that it was unnecessary for 
the Fund committee to

refund the entire $32,900 in order to remedy this problem. A

portion of it, $7,500, was the Fund 
Committee's share of the

proceeds from a joint fundraising effort 
(see section I!.D.).



A*l 5atZi). v#. Otr eos•  R r 'v., ,b

The federal clection C66m4g At of 1971, as aSMM ,: - ..

('~fR o act) povidet that.r within Certain ljjit~, o

natitmal and state ceasittees of , political pa0ty mayie

*peututtS in connectionft vith the general *ection Campaign of

cjdidtes for Federal ~.fico. 2 U.S.C. S 441a(d). The Act

states that a national cittooe of a political paty may make

spgenditures in connectio *with the general election of a",

can€idate for President vho is affiliated with such party.

2USC* 441(d)(2)0 "he Act doee not authdri5C ".tato'o.

_paty. 66fmitties to.mk *~~~C owt ehlf f: 444y,~~,A
"

3thr omiso O91*4~ 1*%C ar 4Wiil ~~t~~-
W -, 0 ... '4C . .. ,! - ,- .*14 .

C) ..-political palty to make such .zpeodituevc*&S thrugh b

agento including State and subordinate party commttees.

11. C.F.R. S lo.7(a)(4); S0 l0 rC v. "emoraic)

caspoiqn Comittee, 4S4 v.S. 27 (1961)t On rmad 673 F.,2d $5S1

(1982) (Table). The Act prohibits candidates and political

conittees fron knowingly accepting any 
contribution or making any

expenditure in violation of section 441a of the Act. 
2 U.S.C.

S 441a(f).

The costs of voter registration and GOTV 
activities conducted

by a state or local political party 
conmittee on behalf of the



j t .i )I) 1 •oil. 4 c

..... t , t ini o tv a.tiiie te... t4

y,,o.i thtet votkX. 211 C. .R 0 l0O.Oab)(lS)(V). in eddit!tti

Vioebns57not tepi ot with funds donated by the national

Comtee. 1 C.F.. c.P..(b) l)(vii). rurthetmoioe, if thee

... .. .aetetnce to coOesliOabl (anddidat5, other than mreml,

inc6~ita rf~t~aRthe paV9"e-Sof the cost ofthe OTY abd

voIr"istration activiti*5 w'hich are allocable to those

"nd idatd s eonstitute an eaendit e on behalf of thse

0 tandidatIs. 11 c.P.U. S 100.8(b)(lS)(9)* EoreAVr, the *LwtioS

. f hecosta of such activities allocable to Fo"rl -andi"d"

~@.t pa~d fto .d~rI &cui5 c1 C..U. A *.b(3 4 1

*et~t1, tb~he t .*.U$, 11,it~i4~~~c .~

mailingWs madeW frtoomria lists. 11 C.P.U.

S lOO(b)(l8)(i).

.4GY~UT-VEU3VOYE AND VQ53SGISW&YCULUUDOU

a. GOY Phone bank S

As part of its victory #88 program. the Fund Comittee

operated phone banks in 65 counties. Attachment 1* Exhibit A,

p. 4. According to drafts of the GOTV progran, the phone bank

activity consisted of candidate identification and voter

registration telephone calls. Id. The audit determined that the

cost of the phone bank activity was $565,599.19. Id. at 5.



Smotha4  0) c 
1"Ixtidir t f*'

contained DNC funds. Id. at S. ttb tI tw oro scripts used by '"e

phone bank rtSaff specifically referted to candidates for the sa"e

of -epresentative$ in the district to which the phone calls were

owdsdo'.T he Fund Committee applied the exemption granted 
under

11 1.F.R. S l00.8(b)(18) to the entire cost of the phone bank

w4ithot disclosing any portion as an oxpnd rt*.

iS-B8d on the Fund Comittee'8 *4se of pati4d pb bank V4keE5

the Audit staff concluded tbat the eommp*ti vaO IZtelY?

voided. -at The 1t"4

fued ou~it d~t.iU ~b ~t 4*, Of' ito p~ bub

each phase of the phone bank activity and the use of ' d@WI )

The Interim Audit Report further recommended 
that if any of the

expenditures were on behalf of candidates 
seeking Federal office

in North Carolina, other than the presidential candidate, 
the lund

Committee should amend its 1988 reports 
and disclose these

disbursements as expenditures under 
2 U.S.C. S 441a(d).

7/ These scripts apparently were edited 
to fit the

congressional district where the 
calls were made by identifying

the party's congressional candidate for that district by name,

as well as the candidates for Governor and president.



ZuV~~~ I# t tt ait~1dt 01the oim tn.*

smbt .. ndd #.p tt* 4.i1 ..'00i 
ant *t i on, 0 t-At

41 *00tta4 s o tp t1*4i~~.R t~ ~

$etpInti stated that the strutu*. .. ie banksa

.iat the 'cost of each phase Can only be estimated. ttment

l-v p. 7. the fund CommitteesI r.ns@ also stated that '[ale Ir

's can be determinod all phone binks were operated by voluntes ..

(wth 'tho ezception of paid ttadners)' and 
maintained that 'no

portion of the phone bank shOm-d be directly allocable to any of

the federal candidates mntionod." id. at 8.

Pursuant to 11 C.1.0.I IOO.8(b}(lS)(ii), (iv), (v), aidr

(vii), the Fund Committee was required to allocate expenditidt
. e

made in, connection with the phone banks to pc • . .d ...,

andit s: precluded fC tkiu4 -n exem0ption "for the cot '#t* t !

-a~..... t bo( t us* O paid workers',

ofthe ph10Aie1 awt q# atonal patyfnsi4)

refirences to speci candIaI for thes i mHouSe of

Representatives. However, the Fund COmittee's record* vO se'

inadequate for the Audit staff to determine 
the proper allocation .

of the phone bank expenditures to 
particular federal candidates.

Attachment 1, p. 8. Nevertheless, the script did contain

questions regarding the candidacy of 
Michael Dukakis. Therefore,

a portion of these expenses are attributable 
to the presidential

committee. The DNC did not designate the Fund committee 
as an

8/ See Hl.R. Rep. 422, 96th Cong., 
1st Sess. (1979), reprinted in

Federal.lection Commission, Legislative 
History of hi....al

Election Campign Act Aendents of 199# at 446 (1983) (phone

banks must--be saf entirely by paid 
callers).



t ~ 1 IC4~3 add 1 C~..S14t.()

btUV~ tb twd C ~tte *Ad' 46~tag*aste~t

b....

N ~ ~ Fund Ca"Itt" Incua~e 2,22 n L n

4qr

A* 7* t:S (:'•')3*<t i to . ev * ict U,@:1~4

forfith liod between AWqt 23 I - Pv i tg , :4.

USA pt t cl and iiled ciS diret
, uhi:lt49 dei4 'thi arte, of

which five contained a picture clearly identifyig 
iche 18kis

as the Democratic candidate for President. 
id. one of the five

mailings also contained a quotation from Mr. Dukakis./ 
Id.

9/ NNA billed the Consittee $126,534.43 for three 
self-mailers.

The Committee paid Nm from the following accounts for the amounts

specified: NCDSC Non-Federal Account ($44,138), and Victory 
88

Federal Account ($72,122.43). The Committee has an apparent

outstanding balance of $10,274. Attachment 1, p. 6.



~~;h

4Wqtiit% 0at@pid **g .ahIMte billin.
t ., Auit U " - ..... il te -xact a th$,

jomiling cot 0trbt1 o ,at/n5n A di*~

-79,094.53 was incurred by the Fund CI ittee tot 
printing and

* :sage related to the oOTV program.
-0  Attachment 1, p. 7.

The nterin Audit Report recommaended that 
the Fund Committee

&t*dIe*eiA the portion of its direct mail progran 
that is allocable

..t -edetal candidate and provide supporting documentation. Such

dctetation was to include the costs (including 
postage) of oeach

*f the six NMA direct mailings as well as vendor 
invoices, bil, -ling

'"t**ets, copies of all printed matter 
and associated postag

MNoet% f-- $-9,53274 of undocumented printing and postage. 
d

It ws Lrthr reous~k~edtha ifantof he xpenditures wee

x u4~ub ebifof anidaessekin *deall off Ice in hworth

(~~&tee sold amend:, it 
IS reo n iclos these

IeIpendttures as 2 U.S.CW S 442a44) expenditures. 
Id.

The Fund Committee s response to the Audit Report stated 
that;

MRA and another vendor, S&S Mailingso 
produced all direct mail

pieces on behalf of the Fund Committee. 
The Fund Committee also

included copies of canceled checks 
written to NRA and S&S

Mailings. The Fund Committeefs response indicated 
that the total

10/ Because most of the $79,694.63 was 
insufficiently documented.

t-ie Audit Division was unable to 
determine whether it was

allocable to a specific candidate. 
Attachment 1. p. 7.
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t s*lutfs vere $18260.A3 S t~

..... • , p coie o t #v •.... ? V+U+: C? itteoe further provided copies of dit-

*eri $oucdand epaeGthat:

f the* nine pieces ptoduced . • •. Live
mention of federal candidates. Because* 40

oeinvoce can be directly linked to a..y
particular direct sail piece, the method for

deternining the amount allocable to the

federal candidates is as follows: A) tbe
total cost for all pieces as divided by sit .

(hich represents the actual number of l-pOices
produced) to arrive at a per itemcost.

': ,

tY For those pieces involving candidates., tb

actual amount allocated to the federal

candidate wat determined by arrivi ng*twapercentage based on the space occupied by the

flederal candidate relative to the overall

space utilized for all candidates.

Attachsent 2, pp.. 1-2. The Fund Committee alIs*

Sthed'le F in response to the Interim Aud i- Rt,

*Ehnitures. on behalf "of f our Congressioa"

ft.. thos mailings., id.

As a -result of the Ftund Commi ttee' u6~@

to distribute the mailings (rather than voluatW4++.. '+

expenditures of $206,229.26 for mail and printi:*+i P tt

to the GOTV program are not exempt under the C 
Ma0"i

regulations. See 11 C.F.R. S 100.8(b)(18). FttO the

printing and mailings were funded in part 
by DwC ien4081 - This

also voids the exemption. See 11 C.F.R. S 100.8(b)(18)(vii).

11/ The printing and mailings were paid from the 
following

accounts for the amounts specified: a) victory "88 Federal

Account ($89,075.02); b) Victory '88 Non-Federal Account

($50,562.15); and c) NCDEC Non-Federal Account ($47,710.01). 
All

of these accounts contained DNC monies.

0~

tn



0

1*)

Costs af the -t"c .ill pieces wowWU fudty 'thE Putd

6~ate aiabittted odies of Only So"~ irect m I

ZinoMa on which it based its AC acaltOfi of th. costs a&l)16l.'

o",kpartilculat candidates, Attachmnt 1, p. 9. The Tnd Ce

- de 8ome targeted mailings to a limited nulber of addresies. as

veil as more general mailings which would h*Ve required more

pieceS to be produced and mailed. td. at S-4. The formula used by

the Fund- C itte to determine the amount a.lloeble to specific

candifaos assumes that the same number of pieces were prodocd

for each order and that the cost per piece was the sami for all

Orders. Without the precise information that was requested i& the

ltarim Audit tport, however, the pr.or -amount 
a1looa0"to

.feea adidAte s, I dannot be determined purtamnt to 11 C.FOo

* IWI~~tl*)(V). Id at 9.

he.. n d, 06"- ttoe also &I I".#l a0 tilkte W t iit

retpect to the $79,S31.94 of printing and .ta . a-4*0 ditt-s

rolaed, to the GOTV program. Without such docutetatIon, it -is

impossible to determine whether these expenditures 
were allocable

to a specific candidate. Nevertheless, five of the six milings

included a picture of Michael Dukakis as the candidate 
for the

office of President. Therefore, a portion of these expenses

appear to be attributable to the presidential 
committee. Since

the DNC did not designate the Fund Committee 
to make coordinated

expenditures for the Democratic candidate for 
president on behalf

of the DNC, the Office of General Counsel recommends 
that the

Commission find reason to believe that the Fund 
Committee and Jim



0ftitte 1tit OA he ua t .

7-

i~cal PaO ~C . invoiet d shped campaign mattert"Wi-

Vial bttonbs l60e sier.adPosters# to whe ukakis

vitr apinat, the- Victwy too headquartets. Attachment 1.I

p. 1, Wb total a3ounft .  i* 1dd by political Americana was

$43.,2S.'49. PajetS omnt 
itbV nvoices were made from the Victory

8 Bol-Wd#ral ACCoult ($30.710.49) and the "CaC Non-Federal

ACC@ Mt "04431.741. Id

adit revealed eiz aditional expenditures, -totaling

-3 ",t hate :..d from the Fund Comlmittee #O Vitory ,88

1EG0- Acb t. 2d. 1 * *t 1. Wie *expenditwcts were either

t1Or a maukakis rally, printil9g of issues sheets, 
and i

advertisemenlts. An additiof $2,238.22 was invoiced for varioes

activities that either benefited 
or specifically involved the

i d. ayments on these invoices toaled

$1,639.79, and were made from the 
Victory '88 Non-Federal Account.

The Interim Audit Report recommended 
that the Fund committee

demonstrate that these expenditures 
were not made on behalf of the

Dukakis/Sentlen campaign and should 
not be considered expenditures

12/ The Fund Committee has an outstanding 
balance of $1,083.26.

tetachment 1, p. 1.



* 1th* P*0* wSI ~ ~ ~1~p

L r e ' te* *i Ci * £bi t"  letter • woi

b m*s t assumed that the "Ali 4 Vict@~r7 '68 M

Ve intetcbhagtble. Id.

Te .D C did not designato the fund Citt** as n

col"aecoordinated *MpendittiteS f Or the Democratic, c-d14

o ?r.Sitdolt on 'behIf of the it C.F.I. S l

SC.*i te FandCommittee ptid invoic*8 that voeebll4t

D+kakis V~tseas t appeda that the Fud made unauthotied

is~edt'1ces ow behal.f Of the 
Democratic cnit o~f.dIt

ife 2 nt.S c. S ~-441Cgd)( . Therfre tbofficef

TheS~'6  dthat the CO.Siion fInd reason to bex. as b* a he.

tould tea arnaed expedi tres a tfor te" violated I

to 4 t M+tte*

i+ 2 cUt-5- As 44a resu)- th~cfrm fe Offo E~ea Cbwel fti~t*

edtht the Commiio fid Jtott

to

Fund Comittee violated 11 C.F.R. 5 102o(a) (1)i (1),VS

recommenld that the Commission take no 
further action on these

apparent violations.

2. Shared Epenses

Two payments totaling $1,009.97 were made from the victory

'88 Non.-Federal Account to AT&T 
for the Dukakis/Bentsen campaign's

Use of telephone equipment at the victory tss headquarters.

Attachment le p. 2. A Fund Committee check 
request for payment to

AT&T stated that victory '88 
would pay for 89% of the cost 

Of the



payfo th wmai*IRW'lIo~thel cost. 9d h uitssf
Pay h 

*Wow i
:

: .:'

40t.m 5 * tatic@y8 .t'4With tiw Akki/Ith

LC€'Sapitgn to share rent epenses 0%/2Ot (80t Vtory 'g1.,

Dtkak i/I8@ntsn) •Rd.

The Fund Committee also made payments totaling $2,196.90 ftt

water and powet at tholocation shared by the Fund Committee ad

the Dukakis/Btse campign. Id. These payments were made from

the Victory s8 ederal and Non-Fnderal Accounts. if the stmer

and power expenses were shared by the Fund Committee in the same

percentage as the rent (j., 80 - Victory 'Be;

20V- Dukakis/Sentsen), the Dukakis/Sqntsen share would be

$439.178. , id. The DuhakiL/ISentsenf share of these epS. were

paid from the Lolloviniaccounts for the amountS specified:

(1 Victery ,*8.o iWal*ouft ($1a9.77)1(21 Victory '88

t') W@*-We6.:al4(1.#) j '4(3) NwCB -W4& c t

1*1r $I74.01 ).. The akis/fletsen campaign, ho r,-, dit not
reimburse the Fund Committee for any of its share of the wa tqr

power expenses. Id.

The Interim Audit Report recommended that the Fund Comitte

demonstrate that the $439.78 expenditure for 
water and power and

the $1,009.97 expenditure for telephone 
equipment were not made on

behalf of the Dukakis/Bentsen campaign and should not be

considered expenditures on behalf of the 
Dukakis/Bentsen campaign.

Id. at 3. The Interim Audit Report further recommended that the

Fund Committee provide pertinent 
documentation regarding the

shared office space that describes 
the basis for the 80/20 rent



iR4R4t

1i 0t4 w oeto r~ matt*nd~n~~at~ta 
h~~xeu~tu~s or )bd~, 0640afd r 0ar.ot made on:

~be~ oftheDuk e/teeneaIpa~n. d. t 47.
TeFund CoMmiltu* 0.8epo~s e9Aihtd that the 60/ 2 vent,

split was based on the divisionofofi.ce space In the buliding
used by Victory 0-6 and ukakIs/nentsOn campatin. The Fund
Committee submitted Aocumntation to show that the office space
leased at $2,000 per monsth Id. at 3. The lease$ indicated that

Victory 'SO Vas to:-pay $1o,600 per month,, while, Dukakiu/Sentsent was
to Pay $400 per month. 1410 Of the ten rooms available, two Were
occupied -by Dukakis/Rentsen and eigjht were occupied by vict6ry

'6.Id. The Fund Comittee asserted that invoices" for
telehone waer ad pver had been addressed to DUk.kis/%evtsen
T~in*gro. Id 7at47., .4e, t did not submit -documenation
to s~aport ts es tt ttthe ~expenditures made for tei*--poe,

vait*r and pvrrmt t~bli~ ros d

Althlough-the b*it 40'r the rental p Waets ha., been
a4.quaatoly, documented, it appears that the rund- Committee
improperly paid for telephone, water and power expenses on behalIf
of the Dukakis/Bentsen campaign. There is no documented basis for
the sharing of telephone, water and power expenditures totaling

$1,449.75.

The DNC did not designate the Fund Committee as an agent who
could make coordinated expenditures for the Democratic candidate
for President on behalf of the DNC. 11 C.F.R. 5 110.7(a)(4). sy
making payments for telephone, water, and power, it appears that
the Committee Fund made prohibited expenditures on behalf of the
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.,, th ;%I, . 4 W8a ..... . .@ ii]*th t h

2], V,,- 4., a[

W s ... , as ttraau?.r, viol!ted 2 u.S.C, lI 441a (f) - tteYf

S I, 6 e i, ttee ade ditcs*Sents totaling $1,449.7S for f d

! lection activity from non-federg1 
accounts. As a result, the

• Office of General Counsel* tthr recome-as that the 
CoVSOSaifln

find Ieason. to believe tbat 'the Fund Comittee violated 11 C.1.R.

S102.(a) ( )( ). ()ovOare we recUoat nd : that the Cosmiasion take

no futh*r action on this hatter.

tO D. JoIN? 1u&Izs1 PCND0s joo DnscWD

-ho Act requies citees to disclose transfers 
of funds

"7, eiVed from othe r citt os, including the date snd amount

.tran.f2 V.StiC, .4.t|' I414(b)(2)(r) andT (b3)(D). he

Cdmi-e:.o s ze ul.t.:. -q..each Ipli tiCal €os-ite. that

~of-.nett proees as .a ttjhfrin ,from t~he fundaitinWe

C>Mrepresentative and also requires the-fili,9 of a memo 8cheduW A

itemizing its share of qross receipts 
as contributions from the

original contributors. 11 C.F.R. S 102.17(c)(8)(i)(S)-

The Fund Committee participated in 
a joint fundraising

activity with the DNC and two other 
state party committees. The

DNC acted as the fundraising 
representative for this joint

fundraising activity. Attachment 1, p. 1. Under the joint

fundraising agreement, the 
Fund Committee was allocated 

23.60% of

the proceeds. Id. On October 21, 1988, gross proceeds 
from the

event totaled $36,000. Id. On October 31, 1988, the DNC reported



a-w~ ow ~ 7_7*OntoeetI.1

~i*~~bui~i~WROdepsit"4 1w"o

W@~3~t15ils* . the' $7,$#ihtt

si*"Iquently transferred to the Victory ,I trt0W as

part of a $22000 transfer. 
-d. the u it did ti.

disclose the receipt of the $7,S00 f ro 
the. D 04d did not

provide a ieeorandum Schedule A itIsing Its share of the gross

receipts fkom the original contributors.£4.

The Interim Audit Report recouaedle4 that the Fund Couittee

'0 file within 30 days an amended report d l@sIUh9 t :4at

"- fnrtifig proceeds ($7,500) , Includilg # memo c: e!e!: A

4etoil int the fund Comittee ae QfV* Ab* ~ ~cR ~~

the original ,ontributori, as well, aS 77tR a* r -

the ~ ~ t tu*Cmmte didno tv l

i~~mt~hin, the, ametded repofrt. *t t ttl4:

C>.; the Interin Audit Repot the Fund Cmit
• Ptow !ed

Schedule A disclosing the receipt of the*. Joint 
tfundx&Lt0

proceeds ($7,S00) fron the DUC, but did 'not 
prov4de th details

regarding its share of the gross proceeds received from the

original contributors. Id. at 2. The Fund Comittee's response

also failed to include an amended Summary 
and Detailed Summary

pages.13/ Thus, the Fund Committee failed 
to properly disclose the

13/ Without these details, it is not possible 
to determine

w--ether all the contributions received by the Fund Committee 
are

permissible.
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Ovver we CevotM t tbin*O* St

n ths matter.
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1.Open a lrol.

3. Find 55~0 I~ ~~~

adr

6. Close the Oile.

Lavtewbce ft. Noble
General counel
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Associateh ,. neral Cownsel

&ttachaent:

1. Referral materils
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situV BVr t ISOA U.UfOSe@S*t

Jim ....g as .r ) p m14K9I

I, Marjorie W. nons, recording secretary for the
Federal 3lectioa Commission eecutive session on May 23,

19 do hereby certify that the Commission decided by a
vote of 6-0 to take the following actions with respect to

t...above-captioned matter:

1. Open a MUR;

20 . IftOd'T ooto belleve that tb W"Iorth

I t 4 US.C. 441 ,f)but take
t~fitber, action;

3. Find reason to believe that the North
Carolina Dendcratic Victory Fund
Committee and Jim.Young, as treasurer,
violated 11 C.F.R. I102.S(a)(l)(i),
but take no further action;

4. Find reason to believe that the North
Carolina Democratic Victory Fund
Committee and Jin Young, as treasurer,
violated 2. U.S.C. 55 434(b)(2)(r) and
(b)(3)(D) and 11 C.F.R. s 102.17(c)(8),
but take no further action;

(continued)

-..: )+, L



tA h 41,

iil':! S . ApptrV@ the OPtrpit@ }i ~ ssrre o r nded e te 0 elS

April 21, 1t8,reportS *nd

6. Close the file.

Comissioners Aikens, alliott, R@Ocomld, ReGarrr,

poter and Ihaosas voted affitratiwvy for the dec.islon.

Attest:

I 

EW
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*at R~. V~ae~,

ALA- t->i. f th"' - n O

faf*E oEtbcoait.. ndyou, ,, VU hW* t

tevsfer o d reCeived from other cOA1t-i, i eldi} the

date and ,amout transferred, is a violation ot 2 U.S.c.

£5 434(b)(2),(t, nd (b)(3)(D) and l c.p.a. S 102.17(c)(8). The

Comitteo and you, as treasurer, should take stops to ensure 
that

this activity does not occur in the future.

The confidentiality provisions at 2 U.S.C. § 437g(a)(12) 
no

longer apply and this matter is now public. In addition, although

the completo file must be placed on the public 
rocord within 30

days, this could occur at any time followre tingctificat
lon of the

Conmission's vote. If either the Cousittee or you wish to submit

any factual or legal materials to appear 
on the public record,

please do so as soon as possible. While the file say be placed on

the public record before receiving additional 
materials, any
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