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May 20,1996

Lawrence M. Noble, Esq.
Office of the General Counsel
Federal Election Commission
Sixth Floor
999 E Street N.W.
Washington, D.C. 20463

Re: Complaint Against Jim Inhofe, etal.

Dear Mr. Noble:

The undersigned files this complaint charging violations of the Federal Election
Campaign Act of 1971, as amended ('FECA" or the "Act"), 2 U.S.C. §§ 431 et seq.
and related regulations of the Federal Election Commission ("FEC" or the
"Commission"), 11 C.F.R. §§ 100.1 et M. by Senator Jim Inhofe and Friends of Jim
Inhofe Committee (referred to collectively as the "Respondents").

Commission regulations require political campaigns to report the full name and
address of each person to whom a campaign expenditure in an aggregate amount or
value in excess of $200 is made, together with the date, amount and purpose of each
expenditure. II C.F.R. § 104.3(b)(4Xi). According to reports filed with the
Commission. Senator Inhofe's campaign made the following disbursements:

Name Pupose Date Amount

Senator Jim Inhofe Travel Expenses and 8-14-95 $10,664.89
Meals

First Card Visa Travel 10-05-95 $580.14

U.S. Senate Gift Shop Advertising 9-29-95 $1,546,50
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Each of these expenditures raise serious concerns regarding the use and
reporting of campaign funds. For example, the campaign's payment to Senator Inhofe
fails to adequately itemize the expenditure with particularity as required by FEC
regulations. I I C.F.R § 104 3(b)(4Xi)A). By lumping both travel expenses and meals
together in one line item, the campaign has obscured the portion of the $10,644.89
spent on each. Furthermore, the campaign failed to list, as memo entries, the vendors
that received $200 or more of the $10,644.89. Presumably, by reporting the
expenditures in this fashion the campaign hopes to frustrate the public's ability to
know the vendors that actually benefited from the campaign's expenditures.

Similarly, the campaign's payment to First Card Visa provides no information
that allows one to identify the actual recipient of the campaign funds, as required by
the law. The law requires campaigns to itemize credit card payments so that
disbursements of over $200 in the aggregate list both the credit card company as well
as a memo entry. the vendor to whom the payment was made. See Federal Election
Commission's Campaign Guide for Congressional Candidates and Committees, 30
(Dec. 1995). As with the payment to Senator Inhofe, simply listing a credit card
company instead of the actual recipient of the campaign disbursements obfuscates the
actual destination of the funds involved. This frustrates the clear intent of the
reporting requirements. which is to allow the public to know who or what is actually
benefiting from the expenditures.

Finally, Respondents report a $1,546.50 expenditure to the U.S. Senate Gift
Shop. The purpose of the disbursement is stated to be "advertising." Upon
information and belief, the Senate Gift Shop does not perform any advertising
services. Thus, the FEC must determine what lies behind this use of funds and the
mysterious reference to "advertising.'"

It is impossible to determine at this stage whether Senator Inhofe's reports are
simply the product of shoddy campaign work or are part of a broader effort to avoid
the complete and proper reporting of funds. In either event, the FECA was enacted to
provide citizens with a mechanism to determi; e how campaigns spend their money.
The entries noted above demonstrate a frustration of that purpose and further
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invest by the FEC to probe the exact nature of these payments by the
Respondents is approprate.

Very' truly yours.

Marc E. Elias
Counsel to Democratic Senatorial

Campaign Committee

G I

SUBSCRIBED AND SWORN to before me this X, day of _+ - 1996.

Nota Publi -

My Commission Expires:

MYciia jori ozpir w, Set-r E

104005 -0001 DA9 1340 0031
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May 28. 1996

Marc E- Elias. Esqwire
Perkins Cole
607 Fourteenth Street, NW
Washington, DC 20005-2011

RE: MUR 4369

DearMr. Flias

This letter acknowledWs receipt on May 20, 1996, of your complaint alleging possible
violations of the Federal Election Campaign Act of 1971, as amended ("the Act").
The respondent(s) wilf be notified of this complaint within five days.

You Uill be notified s soon as the Federal Election Commission takes final action on
your complaint. Should you receive any additional information in this matter, pleae forward it
to the Office of the General Cowuel. Such Information must be sworn to in the same manner
as the oniginal complaint. We have n this matter MUR 4369. Please refer to this
number in all future commimcatin. For your information, we have attached a brief
description of the Commission's procedmes for handling complaints.

Ieen lander, Attorne"
Central Enforcement Docket

Enclosure
Procedures



FEDERAL ELECTION COMMSSION
Was*hgn. DC 20463

May 28. 1996

The Honorable James M. Inhofe
US. Senate
435 Russell Building
Washington, DC M05 10

RE- MUR 4369

Dear Mr. Inhofe.

The Federal Election Commission received a complaint which indicates that you may
have Violated the Federal Election Campaign Act of 1971, as amended ("the Act'). A copy of
the complaint is enclosed. We have numbered this matter MUR 4369. Please refer to this
number in all future corresolndence.

Under the Act, you have the oppotunity to demonstrate in writing that no action should
be taken against you in this matter. Please submit any factual or legal materials which you
believe are relevant to the Commission's analysis of this matter. Where approprate, statements
should be submitted under oath. Your response, which should be addressed to the General
Counsel's Office, must be submitted within 15 days of receipt of this letter. If no response is
received within 15 days, the Commission may take further action based on the available
information.

This matter will remain confidential in accordan with 2 U.S.C. § 437g(aX4XB) and
437g(a X 12XA) unless you notify the Commission in writing that you wish the matter to be

made public. If you intend to be represented by counsel in this matter, please advise the
Commission by completing the onclosed form stating the name, address and telephone number
of such counsel, and authorizing 5 ch counsel to receive any notifications and other
communications from the Commission.



0
If you have any questimns, please contact a member of the Central Enforcement Docket

at (202) 219.3400. For your infimation, we have enclosed a brief description of the
Commission's procedures for handling complaints.

Sincrcly,

Central Enforcement Docket

Enclosures
1. Complaint
2. Procedures
3. Designation of Counsel Statement



FEDERAL ELECTION COMMISSION
Wawsvton, DC 20463

May 28, 1996

The Honorable James M. Inhofe
2139 E. 32nd Street
Tulsa, OK 74105

RE: MUR 4369

Dear Mr. Inhofe:

The Federal Election Commission received a complaint which indicates that you may
have violated the Federal Election Campaign Act of 1971, as amended ("the Act*). A cops of
the complaint is enclosed. We have numbered this matter MUR 4369. Please refer to this
number in all future cOrres.

Under the Act, you have the opportunity to demonsat e in writing that no action should
be taken against you in this matter. Please submit any fictual or legal mateials which you
believe are relevant to the Commission's analysis of' this matter. Where appropriate, statements
should be submitted under oath. Your response, which should be addressed to the General
Counsel's Office, must be submitted within 15 days of receipt of this letter. If no response is
received within 15 days, the Commission may take further action based on the available
information.

This matter will remain confidential in accordance with 2 U.S.C. § 437g(aX4XB) and
§ 437g(aX 12XA) unless you notify the Commission in writing that you wish the matter to be
made public. If you intend , be represented by counsel in this matter, please advise the
Commission by completing the enclosed form stating the name, address and telephone number
of such counsel, and authorizing such counsel to receive any notifications and other
communications from the Commission
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If you have any questions, please comact a member of the Central Enfo Docketat (202) 219-3400. For your information, we have enclosed a brief description of the
Commission's procede for handling complaints.

1041 T i&nder Aftomey
Central Enforcement Docket

Enclosures
I Complaint
2 Procedures
3 Designation of Counsel Statemen
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Richard D. Craig, Treasrer
Friends of Jim Inhofe
3035 N.W. 63rd, #20IN
P.O. Box 133
OklahomaCity, OK 73116

RE: MUR 4369

Dear Mr. Craig:

The Federal Election Commissim received a comqait which idicales ot Friends of
Jim Inhofe and you, as trusme, may have violated the Federl Election Cavpaig Act of
1971, as amended ("the Act). Acowofthecomplainsisenclaoed Welhve Kum this
matter MUR 4369. Please refer to this number in all finue c aoweqxh&w.

Under the Act, you have the opponunity to dem w rte in ritin t no action shmld
be taken apinst the Committee and you, as treaswr, in this mvale. P-Mas somt any fbcta
or legal materials which you believe are revant to the Commission mlysis of dthis miaer.
Where approprate, s3tem.ns should bt ,bmitted uder oath. Yow reqnmec which dl
be addressed to the General Couners Office, must be suhmnitted within 15 days of receipt of
this letter. If no response is received within 15 days, the Commission may take futher action
based on the available infrmation.

This matter will remain confidential in accordance with 2 U.S.C. 9 4371(aX4XB) and
§ 437g(aX 12XA) unless you notify the Commission in writing that you wish the matter to be
made public. If you intend to be represented by counsel in this matter, please advise the
Commission by completing the enclosed form stating the name, address and telephone number
of such counsel, and authorizing such counsel to receive any notifications and other
communications from the Commission.
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MS. Colleen T. Sealander, As.,3Central -zocl Docket"
Federal Election Com" in
99 E Sue NW d
Washington, DC 2040

go MAg M26

Dear ML Seland.

The Friends of Jim ea Committ8e (Con* uice) (IEC W.D. 9#C=2o93)
received your letter dted May 28, 199-, ardig MUR 430,0 a M y 30, 199.

The a e onsof the mmiaa aoeh-taa it 1 the ommittees dsire tobe in ful Rt ap.-, m. c CPA 104.3X4)(Q(A) cited in the MUR
and we enclose an -ah to or 1995 ywnd FEC report which reflects the
following:

1. A listing of the ultiutm vmdor, reuiring o for the disbumtent
to First Card Visa.

2. An amended Pupose of Dt for the psymt t th US Set Gift

Shop. The Purpose of Diob uor ent nov reflects that this was a paymt for item to be
used a ampagn manos

3. With respect to the re1mburement to Senator Inhofe, this di P ement did also
include reimbursement for delivery expense, and the Purpose of Didrement has been
amended to include this information.

Contrary to the alegtion in the complaint, however, FEC regulations do not
require ultimate vendor dislosure for reimbursements to indiviuas as opposed to credit
card disbursements.

T ,,

Awn
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Ms. Colleen T. Sealander, Esq. Page2

Rather, with this amended disclosure, we believe that as this regulation requires,
we have reported "the full name and address" of "[Each person to whom an expenditure
in an aggregate amount or value in excess of $200.00 within the calendar year' was made,
"together with the date, amount, and purpose of each expenditure." This section further
states that "I Als used in II CFR 104.3(bX4), purpose means a brief statement or
description as to the reasons for the expenditure." In fact, "travel expenses" is included in
the list of "examples which meet the requirements of 11 CFR 104.3(bX4)'.

Accordingly, we do not believe that the regulation requires any listing of ultimate
vendor information with respect to this or any other expense reimbursement to an
individual, and we believe that with the amended disclosure of this expenditure, no
information required by 11 CFR 104.3(bX4) has been omitted.

The amended information involves only 3 of 227 disbursements requiring
itemization. We believe that this response and the accompanying amendment demonstrate
that there has been no desire on the part of the Committee to "obfuscate" or "frustrate",
and that the Commission should take no action against the Committee.

Sincerely,

Richard D. Craig, Treasurer
Friends of Jim Inhofe Committee

Enclosures
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Stephan Kline, Esq.
Central Enforcement Docket
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463

* L

~ r

~r

w
s.D

Re: NUR 4369

Dear Mr. Morrison:

The purpose of this letter is to request an extens1on",
through and including December 11, 1996, to submit a response
behalf of the Committee and Treasurer. The reason for this
request is to allow the respondents to obtain execution cf a
supporting declaration for the response.

Thank you very much for your anticipated favorable
consideratlon of this request.

Sincerely,

Michael A. Dawson



COMPLAINANT.

RESPONDENTS

RELEVANT STATU

FEDERAL ELECTION COMMISSION
999 E Street. N.W

Washington. D.C. 20463

FIRST GENERAL COUNSEL'S REPORT

4369 SE II E
DATE COMPLAINT FILED: 5 20196
DATE OF NOTIFICATION: 5.8296
DATE ACTIVATED 7,22%

STAFF MEMBER: Frances B. Hagan

Marc E Elias. Counsel
Democratic Senatorial Campaign Committee

James M. Inhofe
Friends of Jim Inhofe
Richard Craig. Treasurer

rES: 2 U.S.C. § 4344b)
Il CF.R § 104.3
11 CF.R. § 116.5(b)

INTERNAL REPORTS CHECKED: Disclosure Reports. Advisory Opinions

FEDERAL AGENCIES CHECKED- None

1. GENERATION OF MATTER

Complainant Marc E Elias. representing the Democratic Senatorial Campaign

Committee (*DSCC"). alleges that Senator Jim Inhofe. Friends of Jim Inhofe Committee

i"Commitee") and Richard Craig. as treasurer. violated 2 U.S C. § 434ib) and I C. FR

§ 10431 h o 4 x i) by failing to adequately itemize certain expenditures.

PAYEE REPORTED DATE AMOUNT
PURPOSE

Senator Jim Inhofe Traei Expenses and 8 14'95 SIO.664 89
Meals

First Card Visa Tra'el 10'05'95 $ 580 14



* 2 9

U.S. Senate Gift Shop Advertising 9'29,95 $ 1,546.50

Complainant alleges that respondents failed to list the "actual recipient of the campagn

disbursements" reportedly paid to the candidate and to the VISA card, thereby "obfuscat[ing the

actual destination of the funds involved." Complainant also questions the purpose of the third

disbursement, stating that the Senate Gift Shop "does not perform any advertising services"

Respondents replied by amending the 1995 Year End Report (covering 7/1/95 through

12/31'95) to include more complete disbursement purposes for the three expenses noted in the

complaint. As to the credit card payment, respondents expanded the purposes to travel expense,

fuel, and delivery expense. .I A added a specific memo entry disbursement to American Airlines

for an amount that required itemization. The "advertising- payment to the Senate Gift Shop was

explained as being for "'campaign mementos." Regarding the more than $10,000 paid to Senator

Inhofe, respondents added "'delivery expense" to the disbursement purposes, but asserted that the

Ccmmission's Regulations "do not require ultimate vendor disclosure for reimbursements to

individuals .... "

II. FACTUAL AND LEGAL ANALYSIS

The Federal Election Campaign Act of 19 71. as amended. *"the Act"). requires that

political committees report the total amounts of contributions received and expenditures made in

the same reporting period in which the% occurred 2 ' S C §434(b). Authorized candidate

committees must also separatel. report all contributions received from the candidate. 2 U.S.C

§ 434(N2 A B)



The Act requires that political committees identify through itemization the pefsons or

entities making contributions or receiving expenditures aggregating in excess of $200 within the

calendar year. 2 t S.C. § 434(b)6 XA). Itemization requires providing the name and address of

each such person or entit% together %ith the date and amount of any such contributions or

disbusements. The purpose of such disbursements must also be provided. I I C.F.R.

§§ 104.3(a)X4Oi) and l04.3(bX4Xi). The Commission's regulations explain that 'purpose means

a brief statement or description of why the disbursement was made." I I C.F.R.

§ 104.3(bX3AX)IXA. According to the regulations. "idinner expenses, media, salary, polling,

travel, party fees, phone banks, travel expense reimbursement and catering costs" are all

examples of statements or descriptions that satisf' the requirements of Section 104.3. 11 C.F.R.

§ 104.3(bX3Xi)XB).

Further, a committee must itemize a payment to a credit card compmy if the payment

exceeds the $200 aggregate threshold for itemization. The committee must also itemize as a
memo entry any specific transaction charged on a credit card if the payment to the actual vendor

exceeds the $200 threshold. See Campaign Guide for Congressional Candidates and

Committees, December 1995

As discussed below, itemization rules also apply in instances when a committee

reimburses a candidate for expenses the candidate paid from his or her personal funds.

Reporting/itemizing in-kind contributions/advances

The Act and regulations treat in-kind contnbutions the same as all other contributions.

requiring committees to report them during the reporting period in which they were made.



2 U.S.C. § 434(b), I I C.F.R. §§ 104.3(a) and 104.13(a).' In addition, the Act and regulations

generally require simultaneous reporting of the in-kind contribution as an expenditure on the

appropriate schedule (for typical in-kind contributions this results in an artificial expenditure

required on reports to avoid inflating a committee's cash-on-hand totals). 2 U.S.C. § 434(b);

S1I C F R §§ 104 3(b) and 104.13(a)(2) However, when an individual uses his or her personal

funds (or personal credit) for campaign expense payments, and will later receive the committee's

rcimbursement, special reporting rules apply to these transactions. Advisory Opinion 1992 - I

provides guidance. See also Advisory Opinion 1996-20, n.3 which reiterates this guidance.

In Advisory Opinion 1992-1, the candidate inquired whether, inter alia, the committee

could reimburse him for campaign-related expenses that he paid with his personal funds. The

Commission responded affirmatively. explaining that the committee should report advamees of

the candidate's personal funds for campaign related expenses. The advances should be shown as

memo entries on Schedule A to avoid inflating total reported contributions. The Commission

further explained that in contrast to the way other in-kind contributions are reported,

corresponding disbursements should be reported when the committee actually reimburses the

candidate. Each of these disbursement items should note the related memo entry previously

reported on Schedule A.

The Commission also stated in AO 1992-1 that the advances must be itemized if the

outstanding aggregate amount advanced by the candidate exceeds S200 for the calendar year and

the reimbursement does not bing the candidate below the S200 itemization threshold befort: the

end of the reporting period In addition. if the reimbursement is not made in the same reporting

See also FEC v Aneican Federation of State. Ctnr and MunicpW Empoy- P E 0 PL E.Qialifif.
etal_1 C A\o 88-3208 RCLH (D D C I9O



period as the original advance, the committee must also itemize the advance as a debt on

Schedule D. The debt reporting applies if the advance exceeds $500 or has been oumadng for

morethan 60days. II CF.R. §§ 104,11 and 116.5.

Candidates receiving reimbursement payments from the principal campaign

committee for campaign travel expenses must also fulfill the Act's recordkeeping requirements

by obtaining a receipt (or invoice), canceled check and or credit card statement for travel and

subsistence payments exceeding $200 per transaction. 2 U.S.C. § 432(c) and I I C.F.R

§ 102.9(b). As to the committee's reporting obligations with respect to itemizing

reimbursements to the candidate, Advisory Opinion 1996-20 explains t.at if disbursements to

the individual total S500 or less. "the Committev should report the [individual] as the payee." If,

however, the reimbursements exceed $500 and aggregate payments to any one vendor exceed

$200, the vendor should be itemized as a memo entry. 2 U.S.C. § 434(b), AO 1996-20, n.3

Conclusion

As noted above, the Committee originally failed to itemize a vendor receiving a credit

card payment greater than $200. and initially misstated or omitted certain purposes of

disbursements. The Committee's response to the complaint concedes that the three

disbursements were not completely itemized as orignally reported. and did not satisf the

requirements of the Act and Commission regulations. The response also shows that respondents

acted promptly after the complaint notification to amend the itemization of these disbursement

items



Nevertheless, it is clear that the Committee never repMWed the in-kind aivances by the

candidate at all. Because of these omissions, the public record does not re' eal when the

candidate advanced funds for expenses on behalf of the Committ'c '.,t iong the advances were

outstanding before reimbursement (requiring a de-b sc|iuluk, ar v6 i-.. t- 4tmy of the

candidate*s $10,665 in advance payments to vendors require itemizai.,, Iterefore. the Office

of the General Counsel recommends that the Commission find reason to ) ieve that the Friends

of Jim Inhofe Committee and Richard Craig. as treasurer. violated 2 i; S.C. § 434b). In

addition, this Office recommends that the Commission enter into conciliation with these

respondents prior to a finding of probable cause to belhe~e.

As to the candidate's role in this matter, Mr. Inhofe apparently made personal loans to his

Committee in the form of direct expenditures from personal funds, which entailed a

recordkeeping obligation. 2 US.C.§§ 432(c) and 432(eX2). However, the Committee and its

treasurer bear the disclosure responsibility at issue here. .ccordingly, this Office recommends

that the Commission find no reason to believe that James Inhofe violated 2 U.S.C. § 434, and

close the file as to this respondent.

III. DISCUSSION OF CONCILIATION AND CIVIL PENALT"

Attached is a conciliation agreement this Office is prepared to offer in settlement of this

matter



IV. _IMMND&OS

1. Find reason to believe that the Friends of Jim Inhofe Committee and
Richard Craig, as tesurer, violated 2 U.S.C. § 434(b).

2. Enter into conciliation with the Friends of Jim Inhofe Committee and

Richard Craig, as treasurer, prior to a finding of probable cause to believe.

3- Find no reason to believe that James Inhofe Niolated 2 U.S.C. § 434(b), and close
the file as to this respondent.

4. Approve the attached proposed conciliation agreement and Factual and Legal
Analysis, and the a ate letter.

Lawrence M. Noble
General Counsel

_ _ _ _ _ _ _ _ _ _BY

Date LoisG Lener
Associate General Counsel

Attachments
A. Committee Response
B. Factual and Legal Aalysis
C. Proposed Conciliation Agreement
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~ FEDERAL H ECTION COMMISSION

-MINtANWM

TO: LAWRENCE M. NOBLE
GENERAL COUNSEL

i.MARJO= W. EMMONS/ MARY W. DOVE
COMMION SECRETARV

DATE DECEMBER 3, 1996

1la L MUR 4369 - FIRST GENERAL COUNSEL's REPORT
dated November 26, 1996.

The above-captioned document was circulated to the Commission
on: Wednesday, November 27, 1996, 11:00 a.m.

Objection(s) have bee received from the Commissioner(s) as
indicaed by the name(s) checked below:

Commissioner Aikens

Commissioner Elliott xxx

Commissioner McDonald

Commissioner McGarrv

Commissioner Potter

Commissioner Thomas

This matter will be placed on the meeting agenda for:
TUESDAY, DECEMBER 10, 1996

Please notih" us who will represent your Division before the Commission
on this mater. Thank You!
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In the Matter of )
) MU 4369

James U. Znhofe;
Friends of Ji. Inhofe; )
Richard Craig, Treasurer )

CfRTFGUTQN

I, Karj-r..e W. Onons, recording secretary for the

Federal Election Commission executive session oan

December 10, 1996, do hereby certify that the Commission

decided by a vote of 4-0 to take the following actions

in NUR 4369:

1. Find reason to believe that the Friends
of Jim Inhofe Comittee and Richard Craig,
as treasurer, violated 2 U.s.C. I 434(b).

2. Inter into conciliation with the Friends
of Jim Inhofe Cownittee and Richard Craig,
as treasurer, prior to a finding of
probable cause to believe.

3. Find no reason to believe that James aIhofe
violated 2 U.S.C. I 434(b), and close the
file as to this respondent.

4. Approve the proposed concilation agreement
and Factual and Legal Analysis, and the
appropriate letter, as recommended in the
General Counsel's November 26, 1996 report.

(continued)



C 'p
Pegs 2Vr2oU =lo ommssion

C.rtlfioation for M.R 4369
Deoueor 10. 1996

Commissioners Aikms, Zllott, M Wzry, nd

Thomas voted atfirmativoly for the desolsioe.

Comissioner McDonald recused himself from this

matter and was not present during its consideration.

Attest:

Date

4p

Marjorie W. Simmus
Owr*tary of the Commission



FEDERAL ELECTION COMMISSION
WASHINGTON, DC 20*3

December 16. 19ff

The Honorable James M. Inhofe
2139 E. 32nd Street
Tulsa, OK 74105

RE: MUR 4369
James M. Inhofe

Dear Mr. Inhofe:

On May 28,1996, the Federal Election Commission notified you of a complaint alleging
violations of certain sections of the Federal Election Campaign Act of 1971, as amended ("the
Act").

On December 3, 1996, the Commission found, on the basis of the information in the
complaint and information your committee provided, that there is no reason to believe you

violated the Act in this matter. Accordingly, the Conunission closed its file in this matter as it
pertans to yo

co

This matter will become a pat of the public record within 30 days after the file has been
closed with respect to all other resptndes involved. The Commission reminds you tha the
confidentiality provisions at 2 U.S.C. §j 437g(aX4XB) and 437g(aX 12XA) remain in effect until
the entire matter is closed. The Commission will notify you when the entire file has been closed.

N, If you have any questions, please contact Frances B. Hagan, the staff person assigned to

this matter, at (202) 219-3400.

Sincerely,

Lawrence M. Noble
General Counsel

BY: Los G. rer
Associate General Counsel
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SASHI',4I'ON. D t"24.

December 16. 1996

Richard D. Craig. Treasurer
Friends of Jim Inhofe
3035 NW 63rd, #20IN
Oklahoma City, OK 73116

RE: MUR 4369
Friends of Jim Inhofe Committee
Richard D. Craig, as treasurer

Dear Mr Craig:

On May 28, 1996, the Federal Election Commission notified the Friends of Jim Inhofe
Committee (mCommitteee) and you, as treasurer, of a complaint alleging violations of certain
sections of the Federal Election Campaign Act of 197 1. as amended ("the Act"). A copy of the

complaint was forwarded to you at that time.

Upon further review of the allegations contained in the complaint and information you
supplied, the Commission. on December 10, 1996, found that there is reason to believe the
Committee and you, as treasurer, violated 2 US C. § 434(b), a provision of the Act The Factual
and Legal Analysis, which formed a basis for the Commission's finding, is attached for your
information.

You may submit any factual or legal materials that vou 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 oath. In the absence of additional information, the Commission ma%
find probable cause to believe that a violation has occurred and proceed with conciliation.

To expeditiously resolve this matter, the Commission has also decided to offer to enter

into negotiations directed towards reaching a conciliation agreement to settle this matter prior to

a finding of probable cause to believe Enclosed is a conciliation agreement that the
Commission has approved.

If you are interested in expediting the resolution of this matter by pursuing IPrbable

cause conciliation, and if you agree with the provisions of the enclosed agreement. please sign

and return the agreement along with the civil penalty to the Commission. In that conciliation



imor to a finding of probable cause to believe are limited to a m imm 30 ds,
yushold eond o tis notification as soon as possible.

Requests for extensions of time will not be routinely ganted. Requests must be made in
writing at least five days before the response due date, and specific good camu must be
demonstrated In addition, the Office of the General Counsel ordinarily will not give emenion

beyond 20 days.

If you have any questions, please contact Frances B Hagan, the staff member assigned to
ths matter, at 202) 219-3400.

Sincerely,

ec Ann Elliott
Chairman

Enclosures
Factual and Lal Analysis
Conciliation Agreement

cc: Candidate



FEDERAL ELECTION COMMISSION

FACTUAL AND LEGAL ANALYSIS

RESPONDENTS: Friends of Jim Inhofe Committee MUR: 4369
Richard Craig, Treasurer
Senator James M. Inhofe

This matter was generated by a complaint filed with the Federal Election Commission by

Marc E. Elias, counsel for the Democratic Senatoi Campaign Committee. . 2 U.S.C.

§ 437g(aX 1).

The Federal Election Campaign Act of 1971, as amended, ("the Act"), requires that

political committees report the total amounts of contributions received and expenditures made in

the same reporting period in which they occurred. 2 U.S.C. §434(b). Authorized candidae

committees must also separately report all contnbutions received from the candidate.

aco 2 U.S.C.§ 434(bX2XB).

Itemizatiom

C" The Act requires that political committees identfy through itemization the persons or

entities making contributions or receiving expenditures aggregating in excess of $200 within the

calendar year. 2 U.S.C. § 434(bX6XA). Itemization requires providing the name and address of

each such person or entity together with the date and amount of any such contributions or

disbu-sements. The purpose of such disbursements must also be provided. I I C.FR

§§ 104 3(aX4Xi) and 104.3(bX4Xi). The Commission's regulations explain that "'purpose meant

a brief statement or description of why the disbursement was made." I I C.F.R.

§ 104.3(bX3X IXA). According to the regulations, ildlinner expenses, media, salary, polling,

trael, par , o b s, travel expense reimbursement and catering costs" are all



0 2 e
examples of statements or descriptions that satisfy the requirements of Section 104.3. 11 C.F.R.

§ 104.3(bX3XiXB).

Further, a committee must itemize a payment to a credit card company if the payment

exceeds the $200 aggregate threshold for itemization. The committee must also itemize as a

memo entry any specific transaction charged on a credit card if the payment to the actual vendor

exceeds the $200 threshold. Se Campaign Guide for Congressional Candidates and

Committees, December 1995.

As discussed below, itemization rules also apply in instances when a committee

reimburses a candidate for expenses the canlidate paid from his or her personal funds.

Reporting/itemizing in-kind contributions/advances

The Act and regulations treat in-kind contributions the same as all other contributions,

requiring committees to report them during the reporting period in which they were made.

2U.SC. § 434(b), I1 C.F.R. §§ 104.3(a) and 104.13(a). In addition, the Act and regulations

generally require simultaneous reporting of the in-kind contribution as an expenditure on the

appropnate schedule (for typical in-kind contributions this results in an a-tificial expenditure

required on reports to avoid inflating a committees cash-on-hand totals). 2 U.S.C. § 434(b);

I I CFR. §§ 104.3(b) and 104.13(aX2). Hower, when an individual uses his or her personal

funds (or personal credit) for campaign expense payments, and will later receive the committee's

reimbursement, special reporting rules apply to these transactions. Advisory Opinion 1992 - I

pro% ides guidance. See also Advisory Opinion 1996-20, n-3 which reiterates this guidance.

In Advisory Opinion 1992-1, the candidate inquired whether, inter ala, the committee

could reimburse him for campaign-related expenses that he paid with his personal funds. The

40
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Commission responded affirmatively, explaining that the committee should report advances of

the candidate's personal funds for campaign related expenses. The advances should be shown as

memo entries on Schedule A to avoid inflating total reported conributions. The Commission

further explained that in contrast to the way other in-kind contributions ame reported,

Corresponding disbursements should be reported when the committee actually reimburses the

c . Each of these disbursement items should note the related memo entry previously

reported on Schedule A.

The Commission also stated in AO 1992-I that the advances must be itemized if the

outstanding aggregate amount advanced by the candidate exceeds $200 for the calendar year and

the reimbursement does not bing the candidate beLo" the $200 itemization threshold before the

end of the reporting period. In addition, if the reimbursement is not made in the same reporting

period as the original advance, the committee must also itemize the advance as a debt on

Schedule D. The debt reporting applies if the advance exceeds S500 or has been outstanding for

more than 60days. II C.F.R. §§ 104.11 and '16.5.

Candidates receiving reimbursement ps ments from the principal campaign committee

for campaign travel expenses must also fulfill the Act's recordkeeping requirements by obtaining

a receipt (or invoice), canceled check andor credit card statement for travel and subsistence

payments exceeding $200 per transaction. 2 U.S.C. § 432(c) and I I C.F.R. 102.9(b). As to the

committee's reporting obligations with respect to itemizing reimbursements paid to the

candidate, Advisory Opinion 1996-20 explains that if disbursements to the individual total $500

or less, 'the Committee should report the [individual] as the payee." If, however, the



40

rimbursements exceed SS00 KW agpte pa ymeai to any oe vendor exceed S200, the

vendor should be itemized as a memo eatry. 2 U.S.C. I 434b), AO 1996-20, n.3.

Complainant alleges that Senator Jim Inhofe, Friends of Jim Inhofe Committee

("Committee") and Richard Craig. as trasurer, violated 2 U.S.C. 434(b) and I I C.F.R.

9 104.3(bX4Xi) by failing to adequately itemize certain expenditues:

PAYEE REPORTED DATE AMOUNT
PURPOSE

Senator Jim Inhofe Travel Expenses and 8/14,95 $10,664.89
Meals

First Card Visa Travel 10/05/95 S 580.14

U S Senate Gift Shop Adertising 9 29 95 $ 1.54650

Complainant alleges that respondc.,:s faied to .is ,,.. ,:ctual recipient of the campaign

disbursements" reportedly paid to the cand;6ac and to the VISA card, thereby "obfuscafing the

actual &i-stination of the funds involved." Complainant also questions the purpose of the third

disbursement, stating that the Senate Gift Shop "does not perform any advertising services."

Respondents replied by amending the 1995 Year End Report (covering 7/1/95 through

12;3 1 i95) to include more complete disbursement purposes for the three expenses noted in the

complaint As to the credit card payment, respondt expanded the purposes to travel expense,

fuel, and delivery expense; and added a specific memo entry disbursement to American Airlines

for an amount that required itemization. The "advertising" payment to the Senate Gift Shop was

explained as being for "campaign mementos." Regarding the more than $10,000 paid to Senator

Inhefe, respondents added "delivery expense" to the disbursement purposes, but asserted that the



Commission's Regulafis "do not require ultimme vendor disloure for reimnbusmnafs o

individul. .."

As noted above, the Committee ouinally flted to itemimn a vendor receiving a cyedit

card payment greater than $200, and initially misstated or omited certain purposes of

dis sements. The Committee's response to the complaint coancdes that the three

disbursements were not completely itemized as originally reorted, and did not satisfy the

requirements of the Act and Commission regulations. Furheor the Committee never

reported the in-kind advances by the candidate at all. Became of these omissions, the pulic

record does not reveal when the candidate advanced funds for expenses on behalf of the

Committee. how long the ad% ances uere outstanding before reimbursement ( requiring a debt

schedule), and whether any of the candidate's S 10,665 ir advance pa ments to vendos rquir

itemization. Therefore, there is reason to believe that the Friends of Jim Inhofe Committee and

Richard Craig, as treasuer, violated 2 U.S.C. I 434(b).

As to the candidate's role in this matter, Mr. Inhofe aprny made persnl loam to his

Committee in the form of direct expenditures from personal fiuids, which entailed a

recordkeeping obligation. 2 U.S.C. §§ 43A&.) and 432(eX2). HoArever, the Committee and its

treasurer bear the disclosure responsibility at issue here. Accordingly, there is no esson to

believe that James Inhofe violated 2 U.S.C. § 434(b) in this matter.



vamOF JIM mo
3620 " Drv

NHenmm Okbom 73072-3240

Januar 6, 1997 i"

Via Facsimile - 202/219-3923and -"W.-,

Certified Mail - Retun Rceit Requested-

Lawrence Noble, Esq.
General Counsel, Federal Election Commission
999 E Street, N.W.
Washington. D.C. 20463

Re: Mur 4369

Dear Mr. Noble:

The FEC letter dated December 16, 1996, sent to the Friends of Jim Inhofe
Committee ("Committee") (FEC I.D. #C0207993) regarding MUR 4369 ("Lett'), was
received on December 23, 1996. The Letter was sent to the Committee's prio address
and thus had to be fowded to the new address. The Comnittee filed an ameadment to
its Statement of Organization on or wound December 5, 1996, which included the
Committee's new address.

The Committee's initial response is due on January 7, 1997, which is 15 days
from receipt of the Letter. Due to the intervening holidays, the delay in receipt of the
Letter, and my desire to ply respmnd to this matter, the Committee respectfully
requests an additional 20 days to respond to the Letter, thus making the response due date
January 27, 1997. The Committee appreciates your consideration.

Sincerely,

Richard D. Craig, Treasurer

RDC:vrns
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PxmOkdm 73024M

Jmiy 28, 1997

Via Facsimile - 21MI7-3

Mr. John Warren McGarry, Cara
Federal Election Committee
999 E Street N.W.
Washington, D.C. 20463

RE: Mur 4369

Dear Chairman McGnry:

This letta and the mpayg a dm w save as the r n to the
Friends of Jim Inhofe Committee ("Committee") to the ommisso's letter and
proposed conciliation t dated December 16, 1996, which was rcived
December 24, 1996.

In the interest of fil puMblic disci and a r by the Co. we
are amending our mid-yew 1995 and y_,uWeli 1995 FEC toflt a dio e we d to
Senator Inhofe on Schedule D, and a memo.entry for an inkind rbilon.lm However,
the Committee feels that neither a finding of probable cuase to believe nor a coniliaion
agreement is warranted in this matter.

The Committee has paticular difficulty understanding the Commission's position
with respect to the suggetion that the reimbursement to Senator Inhofe in August of
995 requires the memo-cry listing of ultimat vendors. The Commission has offered

no regulatory cite for such a reporting requirement, but rather a footnote to an Advisory
Opinion issued ten months after the expenses were paid, five months after they were
originally reported, and two days after the previous amendment the Committee fled in
response to the Commission's first notification of MUR 4369 in a letter dated May 28,
1996.

Further. the footnote to Advisory Opinion 1996-20 cites 102.9(bX2Xi). a
recordkeeping and documentation regulation, not a reporting regulation The
Committee has therefore actually complied fully with both the recordkeeping and
reporting requirements cited by the Commission with respect to the reporting of the
payment as a disbursement.



While in the intaet of fil public disclosre we p-e imy did file an amendment listing
a .4mz ultime vendor for the credit card payno in quegion, we believe that our
ari disciomes of the reim uemt payme to Smer Inhofe and the payment to
Fimt Card VISA met the requiemnt of the pt u latios for disbursem

F'maiy, the Comnittee wishes to tnp siz to the m nn that our previous
IPpm- to this MUR, filed on June 12, 1996, placed all this infmotimo on the public
rem almost five months before the electio. No chnge to mounts aised or spent are
at issue hee.

Therefore, the Committee respectfdly requests that in considerMation of the
additionl amements to be filed and refenced in this letter, the Coinmission find no
4robable cause to believe, take no further action, and cloe the file with respect to MUR4369.

Sincerely,

Richard D. Craig, Treasurer

Friends of Jim Inhofe Committee

RDC:vms



RECE VE0
FEDERAL ELE ,T;

COMMISS10N
$EC \ ETA AT

FEDERAL ELECTION COMMISSION An Il I 3o f1 '97
WASHINCTO. D C 2M4t

April 16, 1997

Richard D. Crag, Treasurer
Friends of Jim Inhofe Committee
3620 Barwick Drive
Norman, Oklahoma 73072

RE MUR 4369
Friends of Jim Inhofe Committee
Richard D. Craig, as trasurer

Dear Mr. Craig:

Based on a complaint filed with the Federal Election Commission on May 20,1996, and
information you supplied, the Commission, on December 10, 1996, found that there was reason

to believe the Friends of Jim Inhofe (*Committee") and you, as treasurer, violated 2 U.S.C.

§ 434(b), and instituted an investigation of this matter.

After considering all the evidence available to the Commission, the Office of the General

Counsel is prepared to recommend that the Commission find probable cause to believe thlt a
violation has occurred

The Commission may or may not approve the General Counsel's rcommeniion.
Submitted for your review is a brief stating the position of the General Consel on the legal and
factual issues of the case. Within 15 das of your receipt of this notice, you may file with the
SecreWty of the Commission a brief (ten copies if possible) stating your position on the issues

and replyn to the bief of the General Counsel. (Three copies of such brief should also be

fowarded to the Office of the Cenral Counsel, if possible.) The General Counsers briefand

any bief which you may submit will be considered by the Commission before poceeding to a
vote of whether there is probable cae to believe a violation has occurred

If you are unable to file a responsive brief within 15 days, you may submit a written
request for an extension of time. All requests for extensions of time must be submitted in

Writing five days prior to the due date, and good cause must be demonstrated. In addition, the

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



MRhud D. c. Twm
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A of .& t beieve requires that the Office odd Gmi Commd
a fm a per not less than 30, but not more than 90 days, to Gele t is MOWr dovh a

Smild you 1mw any qustios, please contact Frances B. Hap., the staff m-embe
amiped this mtter, at (202) 219-3400.

Sincerely,

Lawrence M. Noble
General Counsel

Elow r
Brief
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BO"RL THE FEDERAL L ON COMMISION

In the Matter of )
) MUR 4369

Friends of Jim Inhofe )

Richard Craig, as treasurer ))

GENERAL COUNSEL'S BRIEF

1. STIATrEMWM OF THE CARE

On December 0, 1996, the Commission fmnd reason to believe that the Friends of Jim

Inhofe Committee and Richard Craig, as treasurer ("the Committee," or "Respondents"), violated

2 U.S.C. § 434(b). The Commission based its findings on respondents' initial failure to

adequately itemize certain expenditures, their initial misstatement or omission of certain

purposes of disbursements, and their failure to report candidate advances and/or to itemize the

concomitant disbursements in excess of $200. 2 U.S.C. § 434(b). The expenditures below,

shown as originally reported, were the subject of the conplaint filed by Marc E. Elias,

representing the Democratic Senatorial Campaign Committee:

PAYEE REPORTED DATE AMOUNT

PURPOSE

Senator Jim Inhofe Travel Expenses and 8/14/95 $10,664.89

Meals

First Card Visa Travel 10/05/95 $ 580.14

U.S. Senate Gift Shop Advertising 9/29/95 $ 1,546.50

In response to the complaint, Respondents amended reports to include more complete

disbursement purposes for the three expenditures, and itemized a specific transaction charged on

the credit card because the payment to the actual vendor exceeded $200. 2 U.S.C. § 434(b): Sg
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&W Campaign Guide for Congressional Candidates and Committees, December 1995.

Responding to the reason to believe findings, respondents offered to amend reports to reflect a

debt owed to Senator Inhofe for the funds advanced on behalf of the campaign, along with a

corresponding memo entry for the in-kind contribution. However, we have not received the

promised amendments, and respondents still have not itemized the candidate advances, or the

related disbursements in excess of $200.

Respondents maintain that their original reporting of the credit card payment and the

lump sum reimbursement to Mr. Inhofe "met the requirements of the reporting regulations for

disbursements." They base this assertion on the absence in the Commission's regulations of a

specific reference to "ultimate vendor reporting."

The Commission's findings rely on Section 434(b) of the Federal Election Campaign Act

of 197 1, as amended, ("the Act"), which clearly requires reporting of receipts and expenditures,

as well as itemization of contributions and expenditures aggregating in excess of $200 within a

calendar year. 2 U.S.C. § 434(bX)(6XA). The Commission has expounded on the itemization

requirement of the Act and regulations in several forums, notably through the Advisory Opinion

process, through information disseminated in Campaign Guides, and by determinations in

compliance actions. The Commission's guidance repeatedly requires full disclosure of

disbursements to the actual recipient, as set forth below.

[I. ANALYSIS

The Act requires that political committees report the total amounts of contributions

received and expenditures made in the same reporting period in which they occurred. 2 U.S.C.



1434(b). Authorized candidate committees must also separately repoft all contribution received

from the candidate. 2 U.S.C. § 434(bX2)(B).

Itemization

The Act requires that political committees identify through itemization the persons or

entities making contributions or receiving expenditures aggregating in excess of $200 within the

calendar year. 2 U.S.C. § 434(bX6XA). Itemization requires providing the name and addrems of

each such person or entity together with the date and amount of any such contributions or

disbursements. The purpose of such disbursements must also be provided. I I C.F.R.

§§ 104.3(aX4)(i) and 104.3(bX4Xi). The Commission'-! regulations explain that "purpose mans

a brief statement or description of why the disbursement was made." I I C.F.R.

§ 104.3(b)3XiXA). According to the regulations, "[dJinner expenses, media, salary, polling,

travel, party fees, phone banks, travel expense reimbursement and catering costs" are all

examples of statements or descriptions that satisfy the requirements of Section 104.3. 11 C.F.IL

§ 104.3(bX3XiXB).

Further, a committee must itemize a payment to a credit card company if the payment

exceeds the $200 aggregate threshold for itemization. The committee must also itemize as a

memo entry any specific transaction charged on a credit card if the payment to the actual vendor

exceeds the $200 threshold. The Campaign Guide for Congressional Candidates and

Committees, December 1995, explains how to itemize credit card payments on disclosure

reports. 2 U.S.C. § 434(b).

As discussed below, itemization rules also apply in instances when a committee

reimburses a candidate for expenses the candidate paid from his or her personal funds.
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Repoulnmgtnl Img In-kind contributlo/advanes

The Act and regulations treat in-kind contributions the same as all other contributions,

requiring committees to report them during the reporting period in which they were made.

2 U.S.C. § 434(b). I I C.F.R. §§ 104.3(a) and 104.13(a). In addition, the Act and regulations

generally require simultaneous reporting of the in-kind contribution as an expenditure on the

appropriate schedule (for typical in-kind contributions this results in an artificial expenditure

reTired on reports to avoid inflating a committee's cash-on-hand totals). 2 U.S.C. § 434(b);

11 C.F.R. §§ 104.3(b) and 104.13(aX2). Howvver, when an individual uses his or herpersonal

funds (or personal credit) for campaign expense payments, and will later receive the committee's

reimbursement, special reporting rules apply to these transactions. Advisory Opinion 1992 - I

provides guidance. S= alo Advisory Opinion 1996-20, n.3, which reiterates this guniace.

In Advisory Opinion 1992-1, the candidate inquired whether, inter alia, the committee

could reimburse him for campaign-related expenses that he paid with his personal funds. The

Commission responded affirmatively, explaining that the committee should report advances of

the candidate's personal funds for campaign related expenses. The advances should be shown as

memo entries on Schedule A to avoid inflating total reported contributions. The Commission

further explained that in contrast to the way other in-kind contributions are reported,

corresponding disbursements should be reported when the committee actually reimburses the

candidate. Each of these disbursement items should note the related memo entry previously

reported on Schedule A.

The Commission also stated in AO 1992-1 that the advances must be itemized if the

outstanding aggregate amount advanced by the candidate exceeds $200 for the calendar year and



the reimbursement does not bring the candidate below the $200 itemization threshold before the

end of the reporting period. In addition, if the reimbursement is not made in the same reporting

period as the original advance, the committee must also itemize the advance as a debt on

Schedule D. The debt reporting applies if the advance exceeds $500 or has been outstanding for

more than 60 days. I I C.F.R. §§ 104.11 and 116.5.

Candidates receiving reimbursement payments from the principal campaign committee

for campaign travel expenses must also fulfill the Act's recordkeeping tcquirements by obtaining

a receipt (or invoice), canceled check and/or credit card statement for travel and subsI tence

payments exceeding $200 per transaction. 2 U.S.C. § 432(c) and II C.F.R. § 102.9(b). As to the

committee's reporting obligations with respect to itemizing reimbursements paid to the

candidate, Advisory Opinion 1996-20 explains that if disbursements to the individual total $500

or less, "the Committee should report the [individual] as the payee." If, however, the

reimbursements exceed $500 and aggregate payments to any one vendor exceed $200, the vendor

should be itemized as a memo entry. Advisory Opinion 1996-20, 2 Fed. Elec. Camp. Fin. Guide

(CCH) 6203, at p. 12,204; 2 U.S.C. § 434(b).'

The Commission's guidance on this itemization issue, based on the Act and regulations,

clearly requires a committee to itemize the entity that actually receives the expenditures. The

presence of a middleman - be it a credit card or an individual - does not negate this specific

reporting obligation. Without such common-sense reporting, a committee could virtually run its

I In AO 1983-25, the Commission reached a different conclusion. There, the Commission determined that,
when a presidential candidate's principal campaign committee made direct payments to its media consultants, the
presidential committee was not required to itemize payments the consultants made to other vendors working for the
committee, provided the disbursement records were maintained. Advisory Opinion 1983-25, 1 Fed. Elec. Camp.
Fin. Guide (CCH) 5742, at p. 11,023. This Opinion is distinguishable from AO 1996-20 in that the presidential
committee-a matching funds recipient-was subject to a mandatory audit which would reveal the actual recipients of
committee funds. 26 U S.C. 9007 and 9038. S I I C.F.R. §§ 9003.5, 9033. l(bX7) and 9033.11.
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campaign from the candidate's checking account or credit card, reporting only disbursement

totals while effectively disclosing nothing.

As noted above, the Committee oriirll, failed to itemizu a vendor receiving a credit

card payment greater than $200, and initially misstated or omitted certain purposes of

disbursements. The Committee has yet to report candidair. advances as a debt outstanding on

Schedule D, or the corresponding memo entry for an in-kind contribution. Furthermore, the

Committee never reported the in-kind advances by the candidate at all. Because of these

omissions, the public record does not reveal when the candidate advanced funds for expenses on

behalf of the Committee, how long the advances were oustanding before reimbursement

(requiring a debt schedule), and whether any of the candidate's $10,665 in advance payments to

vendors require itemization. Therefore, the Office of the General Counsel is prepared to

recommend that the Commission find probable cause to believe that the Friends of Jim Inhofe

Committee and Richard Craig, as treasurer, violated 2 U.S.C. § 434(b) in this matter.

l11. GENERAL COUNSEL'S R MMENDATON

1. Find probable cause to believe that the Friends of Jim Inhofe Committee and Richard
Craig, as treasurer, violated 2 U.S.C. § 434(b).

Date M
General Counsel



FRIENDS OF JIM INHOw
3620 Btwick Dive

Nomna, Okl6o 73072-3240

May 5, 1997

Uf,-

C-

'K

Via Facsimile - 202/219-3923
and Ovemiuht Mail

Mr. Frances B. Hagan
Office of General Counsel
Federal Election Commission
999 E St. N.W.
Washington. D.C. 20463

Re: MUR 4369: Friends of Jim
Inhofe Committee ("Committee")

Dear Mr. Hagan:

The Committee respectfully requests an extension of time of twenty (20) days to
respond to the Commission's responive brief received by the Committee on April 22,
1997. This would result in an itial due date of May 7, 1997, with an extended due date
of May 27. 1997.

The Committee has been working diligently to prepare a response within the
original 15 day time frame, but has been unable to do so. Therefore, as mentioned, the
Commi'tee requests an extension of 20 days so that the Committee's response may be as
complete and accurate as possible.

Please call if you have any questions or require any additional information.

Sincerely,

Richard D. Craig, Treasurer

RDC:vms



FEDERAL ELECTION COMMISSION
WASHINCTON O( 24bi

Richrd D. Craig, Treasurer May 8, 1997

Friends of Jim Inhofe
3620 Barwick Drive
Norman, Oklahoma 73072-3240

RE: MUR 4369
Friends of Jim Inhofe

Dear Mr. Craig:

This is in response to your letter dated May 5, 1997, which we received the same day,
requesting an extension of 20 days to respond to the General Counsel's Brief. After considering
the circumstances presented in your letter and discussing it with you by telephone, the Office of
the General Counsel has granted an extension of 14 days. Accordingly, your response is due by
the close of business on May 21, 1997.

If you have any questions, please contact me at (202) 219-3400.

Sincerely,

Frances B. Hagan
Paralegal Specialist
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May20, 1997

Vi*a federal Egg=q

Ms. Marjorie Einrons
Commuission Secretary
Federal Election Cmiso
999 E Stret N.W.
Washington. D.C. 20004

Re: MUR 4369: Friends of ii.
ihofe Counnit I e

Deaw Ms. Emmons: Richard Cmig, as Tresmper

This letter is filed on behalf of the Friends of Jin Inlofe aWd Richard Cmig, asTreasurer (Th.spondent" or "Commiuee") in nowe to the Ge~wa Counse's Bri-f ofApn! 16. 1997. The General Counsel's BriefremenstathCo nic.fdprobable cause to believe that the RePndt violated 2 U.S.C. I 434(b) of the Federal
Election Campaign Act of 1971. as amended ("Act"). The CoMiniee urges theCommission to reject 0,,r " ..datmi, and find in lieu theref n pobbe coe so
believe aniy violation occdrruL

I FACTS

This matter involves three minor alleged reoring violakjo all Of whic,9 hadtheo been brought to the Committee's attention tfiough a Ree for Additional
information. would have been dealt with in the normal cowns of bnesmd beenres Aved outside of the efcmntProcess. instead, purely as a politica wt by theDemocratic Senatorial Camp Committee on behalf of its losg cand idate, this
complaint was filed. The complaint involved the deai of three reporte entries totaingS.791.53 in expenditures out of more than S200,00.oo in ependitue over &e
comre of the 1995-1996 election cycle: a payment to Senato Inhofe in the amnount of
S 10,664.89t a credit card payment in the amount of i580.14; and a payment ti the U.S.
Senate Gift Shop inte amount of S,546.5O. In total. these thre items account forkl
than bof I% of the Committee's expenditures.



As the General Counsel's Brief acknowledges, the Committee immediatelyto the complaint by making necessary amedmeans to the rep,..-.' TheGneui Counsel's office now appeas to hav no problem with the ameadmes to thecrdi card entry or the U.S. Senate Gift Shop envy!2  Rather the remaining disurevolves around the proper reporting of the payment to Senator Inhofe. Specifically. it isthe position of the Genera Counsel's Office that the payment to Senator Inhofe must befurther itemized by ultinate vendor if any one vendor received more than S200. Asshown below, there is no basis for this recommenamon.

11. DISCUSSION

According to the General Counsel's Brief. the General Counsel's findings relygenerally on § 434(b) of the Act and more specifically on § 434(bX6)(A). However, theGeneral Counsel's Brief cites to no regulations in support of its position that ultimatvendors must be reported, and there are none. Instead, the General Counsel's Briefasserts that the Commission has expounded on the itemization requirement "in severaforums. notably through the Advisory Opinion process, through information disseminated
in Campaign Guides, and by determinations in compliance actions." General Counsel'sBrief a: Furthermore, as seen below, the brief makes the unsupported statement that"'ftjhe Commission's guidance repeatedly requires full disclosure of disbursements to theactual recipient." .

A The Committee's Reporting of Each Disbursement Complies with
Section 434 (b).

While § 434(b) of the Act addresses broadly the "[c]otents of reports," itsupports the Committee's position and not the General Counsel's Report. Specifically, f434(b)(4) states that all disbursements in four categories must be reported. This sectiontranslates into Part II of the Detailed Summary Page to be filed by Commites. One ofthose categories is "expenditures made to meet candidate or committee operatingexpenditures" There is no dispute that the Committee has met this requiremenL
Reading farther. § 434(bX5) requires committees to report

the name and address of each -

(A) person to whom an expenditure 'n an aggregate amount
or value in excess of S200 within the calendar year is made

The Genera! Counsel's Report also states tat the Commimee "offered to amend reporis to refle adebt owed to Senator Inhofe for funds advanced or behalf of the campaign, along with a correspondingmemo enid. for the n-kind conmbution.- but that the Commission had not received ,e amendments. Infac. the amendments were filed oan April 2. 1997
The General Counsel's Brief does addrs the alleged reporung violawins aociate a with the twoentries However. it would be unwarranted and unprecede .. for the General Counsel's Office to punathis maner based on those minor issues Thus. this Response will address onl, the reimbursement toSenator Inhofe



by the reporting committee to meet a candidate orcommittee operating expense, tether with the date,
autt and pwpose of such operating expendit.

This provision umsslates into line 17 of the Conitte's Detailed Summry Page for"Operating Expenditwu." Agai the Committe has reported the disbursements at issue
in compliance with this requiremenL

Finally, § 434(bX6XA), upon which the General Counsel's Brief relies (at 2 & 3),states only that "for an authorized committee, the name and address of each person whohas received any disbursement not disclosed under paragnaph (3) in an aggregate anountor value in excess of S200 within the calendar year, together with the date and amount ofany such disbursement" This provision tramslates into line 21 of the Committee's
Detailed Summary Page for "Other Disbuemmns." It does not relate to any of thedisbursements at issue in this matter. Instead, each of the three disbursements which arethe subject of this complaint were properly reported as operating expenditures on line 17.On its face. therefore, § 434 (b) (6) (A) is not applicable to this . . Thus, the GeneralCounsel's reliance on § 434 (b) (6) (A) as giving it authority to mandate incresedreporting is misplaced and undermines its position in full. Rather, as seen above, the
Comminee fully met the requirements of § 434 (b).

B. The Commission Cannot Regulate Through The Advisory Opinion
Process.

There are several additional flaws in the General Counsel's position. First, tocO . threshold argument that the Commission has expounded on the itemization
- requirement through Advisory Opinions, campaign guides, and enf ment actiom, thisis contrary to the Act. Specifically, the Commission is prohibited from regulating otherthan through the regulation process, § 43"f (b) and the General Counsel's Brief cites to

no regulation which would require the breakdown of payments to candidates by vendor if
the S200 threshold is exceeded. Section 437f (b) states:

>. Procedures applicable to initial proposal of rdes or regu.
laions. and advisory opinions Any rule of law which is
not stated in this Act... may be initially proposed by the
Commission only as a rule or regulation prsuant to
procedures established in section 438 (d) of this tide.

ThL,, Advisory Opinions do not carry the weight of regulations, nor, clearly do the FECcampaign guides, nor do the FEC enforcement actions. The most any of these sourcescan do is interpret existing regulations. But, there is no existing regulation that requires
the itemization of candidate reimbursements.



C. The Only Advi ry Opilam Dor Ng Re ire
Itemiztia.

Second, even if an advisory opinon coul regula, the OMmi Cowiacl's arie(at 4-5) cites to only one AdVisWoy Cinion do .-- a !- the g ohs
Advisory Opinion 1992.1. Fed. Eletion Catty Fin Gude filing Of 6044 (an992).However. that opinion do" t requie itemi called for in the General Counsel'sBref. Instead, Advisory Opinion 1992-1 eM blishes only that amay - r ecandidate fo actual ,x -mn1W Maaca efor a l expenses icurred and that the c should repo as yetunreimbursed expenses as %advances which should be shown as memo entries only.Furthermore. that opinion states that there should be no corrmponding disbursementsreported until the candidate is reimbursed. The opinion does not state that when areimbursement is made to a candidate memo envies mu alo be included if the payment

to an actual vendor exceeds S200. 3

Furthermore, Advisory Opinion 1996-20, Fed. Election Camp. Fin. Guide (CCII)6203 ( ,96), which addresses payments to a Chief of Staff, was issued after thecomplain: in this matter was filed and cannot be reboactively applied to this mattervithout extreme prejudice to the Committee. The Genm l CoMuel's Brief does notrecognize this fact. Moreover. the fact that the Brief is relying on a sing sentence in afootnote regarding itemization and does not cite to a i on rscoresthaithis is not a widely held principal of law. Nothing in the opm suest that this wasthe previous interpretaton of the Commission or that any reglon requires such
reporting '

To the contrary, the very Sam Campaign Gruide relied upon in the GeneralCounsels Bnef for explaining how the Commission wid.es cmdit cad on ibutions tore reported does not call for itemization of cadidate conMbutij in the amer VW

While this procedwy has bean adoped by the Commmom with RmpfficrdtmcOntibutions. again the cmmn l Counl s Bref cies o no r...... .. re 00.k i ro the
Brief cites only to the C " ps Guide for coNg--u.n-, Csidu m msa.m HoweverCampaign Guide does no ha the fore of law mmd mhus even the mD8ss, positium wit r-.pe.. socredit card conrributuons is wtenformbl as a ma of lawThe. fact ta .c mme have acede toteCommision's inforial gi-. we on how to repor sh caI dosn r se so the lm ofstalutor, or regulatory rg"Weent. ,

in fa. the Geneml Counsels Brief acknowledges (at 5. n.1) that the Commiin ruched adifferent conclusion in 193-25 finding that payments to medI consultu did mst have to be itemi, d bythe ultimate vendor. The Geneol Counsel's Brief clains that tha opi"ion was disttgushabk becamepresidential comminee we subject to mndoy audts which nrveal the acl recipient of committeefunds. Id However. this ditinctn is relevmt because pmidenti commitee ae subject to the sinereporng provisions of 2 U.S.C. § 434 (b) as we any od commw d a fact, mum caify M twill compl with those provisions. &%. s I I C.F.R. S 9033.1. Thus, ifmesidtim commimmt me notrequired to itemize ukmat vendor, then there is no reaso that Co i didaes shoul berequired to itemize in this fashion.



for in the General Counsel's Brief. Instead the Campaign Guide is silent as to this point.presumably because there was no preexisting requirement that candidate reimbursements
be itemized in this fashion.

D. Itemization By Veador Of Canddate Disbursemets Is
Unpreeedented.

Finally, the Committee is not aware of a single other Commiuttee whichreports reimbursements to candidates in the manner now being Mserted as the law by theGeneral Counsel's BriefI This can only be because there is no such legal requirenmrn,but rather an uncodified desire on the part of the Commission that cawoi~ate expendituresbe reported in this fashion.' This Committee should not be the "example" by which allothers must follow. Rather, the Commission should follow the normal and required
rulemaking procedures in order to achieve this sort of new reporting.

Ill. CONCLUSION

This is not the type of matter which warnmts the use of the Commission'svaluable, but limited resources. The alleged infractions are extrmely minor and theCommittee has been completely cooperative in addressing any potential reportingviolations to the extent required by the law. Accordingly, the Commission sho~dd find ro
probable cause to believe any violation occured.

Sincerely,

Richard D. Craig. Treasme

R.DC,:vms

The General Counsel's Brief cites to no enforcement action in which a finding of itemization of
candidate expenditues was required.

6 This Brief is not addrening the Commision's ability to require such repnnag through itsregulations Rather. the Brief is addressing only the fact that such reporting is not now required.
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BEFORE THE FEDRAL ELECFION CO %MM 3 5s i i 7

In the Matter of )
)

Friends of Jim Inhofe and )
Richard Craig. as treasurer ) MUR 4369 S N TIV

)

GENERAL COUNSEL'S REPORT

1.ACKGRN

On December 10, 1996, the Commission found reason to believe that the Friends of Jim

Inhofe and Richard Craig, as treasurer ("the Committee," or "Respondents"), violated 2 U.S.C.

§ 434(b). The Commission based its findings on Respondents initial failure to adequately

itemize certain expenditures, the initial misstatement or omission of certain purposes of

disbursements, and their failure to report candidate advances and/or to itemize the related

disbursements in excess of $200. The Commission offered to enter into pe-probable cause

conciliation at that time, but the Committee responded that a conciliation agreement was not

warranted in this matter. The Office of the General Counsel sent a Probable Cause Brief to

Respondents on April 16. 1997, and received Respondents' reply brief on May 21, 1997.'

H. ANALYSI

This Office's analysis of the Committee's reporting of the disbursements at issue in this

matter is contained in the General Counsel's Brief dated April 17. 1997. The General Counsel's

Brief concludes that Respondents failed to itemize vendors receiving a credit card payment

greater than $200. failed to report candidate advances and the related debt outstanding to the

MUR 4369 was reassigned to current staff on August 14. 1997.
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candidate on Schedule D. failed to report a corresponding memno entry for an in-kind

contribution, and omitted certain purposes of disbursements. Respondents in their reply brief.

however, do not present any arguments to refute the conclusions reached by this Office, but

simply assert that the disbursements were reported properly. Thus, the instant report addresses

the single new argument made by Respondents* reply brief in connection with this Office's use

of Advisory Opinion ("AO") 1996-20 in the General Counsel's Brief.

Footnote 3 of AO 1996-20 explains that if "the total amount [of a candidate

reimbursement] exceeds $500 and payments to any one vendor used for the expenses ageae

in excess of $200. the payments to that vendor should be reported as a memo entry in order to

achieve full disclosure but not inflate disbursement figures.- Respondents object to this footnote

on grounds that there is no existing regulation that requires the itemization of candidate

reimbursements. Thus, they argue that the Commission improperly seeks to regulate through the

advisory opinion process. Moreover, Respondents contend that even assuming AO 199% 20

established that committees must itemize some candidate reimbursements, that advisory opinion

cannot be applied to this matter without extreme prejudice to the Committee because it was

issued after the complaint in this matter was filed.

Respondents are mistaken in the belief that the Commission seeks to regulate through the

ad-,isory opinion process. The Commission does not create additional reporting requirements by

its pronouncement in footnote 3 of AG 1996-20. but merely affirms and applies a requirement

that flows from the Federal Election Campaign Act of 1 Q7 1. as amended ("the Act'). and the

Commission's regulations. See 2 U.S.C. § 434(b). I I C.F.R. §§ 102.9(b){2). 104.3(b). and

104.1 3W)2). Advisory Opinion 1992-1. which was issued prior to the filing of the complaint in



this matter, explains the Commission's view with respect to the reporting of advances to

committees: advances are expenditures/disbursements by the committee and are subject to

2 U.S.C. § 434(bX4Xa) and (5)(A). However, AO 1992-1 also introduces a "timing" exception

with respect to the reporting of corresponding disbursements to certain in-kind contributions, that

is. in contrast to I I C.F.R § 104.13(aX2) transactions, the "corresponding disbursements should

not be reported until the committee subsequently reimburses .... " Advisory Opinion 1996-20.

as opposed to creating additional reporting requirements, simply reaffirms the obligation to

itemize disbursements which correspond to in-kind contributions, and which are reported under

the "timing" exception introduced in AO 1992-1. Thus. Respondents cannot argue persuasively

that the Commission seeks to retroactively apply a suspect reporting requirement to the

Committee when. in fact. what has been applied is a longstanding reporting obligation

established by the Act and the Commission's regulations.

On the basis of the foregoing. this Office recommends that the Commission find probable

cause to believe that the Friends of Jim Inhofe and Richard Craig. as treasurer. violated 2 U.S.C.

§ 434(b). However. this Office also recommends that the Commission take no further action.

Moreover. the disbursements at issue in this matter were filed timeli

by Respondents -- albeit incorrectly -- and Respondents attempted to amend their disclosure
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reports to correct improperly reported disbursermnts. While Rets' amended reports

continue to fall short of disclosing the vendors that received the S 10,664.89 advanced by Senator

Inhofe between October 1994 and July 1995, the advances represent a small portion of the over

$236.000 disbursed by the Committee during the first half of 1995, and an even smaller portion

of the over half a million dollars raised. This Office will instruct Respondents to correct their

reports and admonish them to take steps to ensure that they properly report disbursements in the

future.

Ill. RECOMMENDATIONS

1. Find probable cause to believe that the Friends of Jim Inhofe and Richard Craig. as
treasurer. violated 2 U.S.C. § 434(b) and take no futher action.

2. Approve the appropriate letters.

3. Close the file.

Dati raenc~Z M NobleGeneral Counsel

Attachment:
CO, Respondents* brief

Staff assigned: Eugene H. Bull
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

Friends of Jim Inhofe and
Richard Craig, as treasurer.

) MUR 4369

I, Marjorie W. Eons, Secretary of the Federal Election

Commission, do hereby certify that on September 25, 1997, the

Commission decided by a vote of 4-0 to take the following

actions in MUR 4369:

1. Find probable cause to believe that the
Friends of Jim Inhofe and Richard Craig, as
treasurer, violated 2 U.S.C. I 434(b) and
take no further action.

2. Approve the appropriate letters, as
recomended in the General Counsel's Report
dated September 19, 1997.

3. Close the file.

Commissioners Aikens, Elliott, McGarry, and Thomas voted

affirmatively for the decision; Commissioner McDonald recused

himself in this matter and did not vote.

Attest:

Date- I riiW. Emmons
Secrtary of 'he Commission

Received in the Secretariat: Fri., Sept. 19, 1997 3:55 p.m.
Circulated to the Commission: Mon., Sept. 22, 1997 11:00 a.m.
Deadline for vote: l urs., Sept. 25, 1997 4:00 p.m.

lrd



FEDERAL ELECTION COMMISSION
WASHtNGTO4. D.C. 20463

October 9. 1997

CERTIFIED IAIL
UETURN RECME REOUFSTIED

Marc E. Elias, Esq.
Perkins Coie
607 Fourteenth Street, N.W.
Washington, D.C. 20005

RE: MUR 4369

Dear Mr. Elias:

This is in reference to the complaint you filed with the Federal Election
Commission on May 20, 1996, against Friends of Jim Inhofe ("Committee") and Richard
D. Craig, as treasurer. Based on the complaint, the Commission found, there was reason
to believe that respondents violated 2 U.S.C. § 434(b), a provision of the Federal Election
Campaign Act of 1971, as amended, and instituted an investigation in the matter.

After an investigation was conducted and the General Counsers and the
respondents' briefs were considered, on September 25, 1997, the Commission found there
was probable cause to believe respondents violated 2 U.S.C. § 434(b). In consideration
of the circumstances of the matter, however, the Commission determined on
September 25. 1997, to take no further action against the Committee and Richard Crai,,,.
as treasurer, and closed the file in this matter. At the same time, the Commission
admonished respondents that it is a violation of the Act to file disclosure reports
containing information that is inaccurate or incomplete. This matter will become part of
the public record within 30 days.

The Federal Election Campaign Act of 1971, as amended, allows a complainant to
seek judicial review of the Commission's dismissal of this action. S= 2 U.S.C.
§ 437g(a)(8).

ND ET T ( )I) A 1 A\) TN ) %J( uiRk L
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Lawmce M. Noble
Gemal Coune

Enclosure
Genral Coiac's Rzpd



FEDERAL ELECTION COMMISSION
WASHINGTON. oC 2 3

October 9,4997
Ridlrd D. Cni Treasurer
FriMen of run Inhofe Committee
3620 Bawwick Drive
Nomm, OK 73072

RE: MUR 4369
Friends of Jim Inhofe and
Richard D. Craig, Treasurer

Dewr Mr. Craig:

This is to advise you that on September 25,1997, the Federal Election
Commission found probable cause to believe that Friends of Jim Inhofe ("Committee")
and you, as treasurer, violated 2 U.S.C. § 434(b), a provision of the Federal Eiection
Csnpaign Act of 197 1, as aended, by failing to itemize certain xeture mimain
o omitting certain Palma of din-e,, ,s and failing to repot candidate advae
and/or itemize the related fisbu-en in excess of $200. After consdering the
cireumstaces of this maner, however, the Commission also detemined to take no futher
action against the Committee and you, as tnsurer, and closed its file in this matter.

The Commission reminds you that it is a violation of the Act to file disclosure
reports contaiing ifoaion that is incorrect or incomplete. Further, you are instructed
to correct the improperly reported candidate reimbursements that appear on your 1995
Year End Report; your amendment to this report, filed on April 22, 1997, also incorrectly
reports the candidate reimbursements.

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