Leaaing Edqge Communications
PO Box 7178

Riversige. CA "¢513
714-784-3131

October 9. 1992 W

N

Oftfice of General tLounsel =
Feaeral Elections Commission :
999 E St. N.W. P
washingqton, D C. 20463 -
&

Dear Sir e
Yy

I neea an advisory opinion Trom tThe eiections commission on a
Tuna raisina 10ea 7or a politicai party. I realize feaeral law
does not allow coroorate cont:-ipbutions to poiitical parties that
use national accounts. I need to know 1f wnat I am proposing 1s
considered a contripution or earned i1ncome.

What we would o 1S si1gn up a state party as a non-profit
orqanization. TO Qo a telephone service tund railser with our
company. We are a teiecommunications marketing company,
marketing the discountea long-aistance pnone services or several
carriers. The supporters wou:d sign up their iong-distance
3ervice with us- pay tneir monthiy long-distance onone 0111 to
us, and we woulda sena a percentage to the political party eacn
month as a commission (11% or ong-distance charges maximum).

L nave 3 aquestions:

1. wWouia che commission LEC pays co the party 2e considereag a
contribution tfrom LEC to Tne party, or earned income? (The
IRS consigers it earnea i1ncome. and we wouid 1ssue a -orm
1099 at the end of the vear )

J. if 't’s a contribution. °'s 1t trom LEC or the supporter?

S. If 1t'’s not a contribution. can we s1an up business phones
on the service?

[ nave enclosea a sampnle copy of the contract we use to do
funa raisers. 1 would like o know 1f this type of fund raiser
would be legqai within federal guidelines. ana it there wouid pe
any restrictions piaced on 1t

Thank vyou for /our qeip.

31 ceFE}v.

Patrick M. Paagr
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Edge Communications, inc.
813 Ridge Lake Bivd., Suite 400

m Memphis, TN 38120
A AihrR FAX {901) 7010368

ORGANIZATION AGREEMENT TaxDNa._

This Agreament Is enterad this dayof 1, b etween Leading Edge Communications, inc” (LEC™) and
— , refarred 10 colisctively at imes a8 "Paries,” and fogether with any Riders or ather
Exhibits which may be atiached 1o it, this agreament is the entire and final epresmcn of Pasties intended agreament and supersedes ail previous
agresmants betwsen tham and repiaces any cthers that are or could be in @astence.

Organization members, empioyess and friends (callsctively, “Customers”) will be eligible 1 apply for participation in certain iang distance service
(Programs) which LEC affers from time fo time.

Orgamzation agrees o take resscnsble and necessery siaps 1o effectivaly market Programs fo Cusiomers and fo salicit Customers to apply for servics

under Programe, all st Organizations ecle cost. Use of LEC's name, logo, letiarhead, or in any other way, and reference in any form 0 Programs n

publicity releases, pnnted matanais, graphic matensis, any text, any audio, any vdeo, or in any ciher marksding or advertising, or i any other way,

shail be st the Organczation's sois cost and s subject 15 advance witien approval by LEC's President or Chist Operating Officer.

in return for performng undar this agresment, Organization shall be pad that amount ("Fes”) which equais the foliowng percentage of the fotel amounts
Recapts”) by LEC (exciusrve of taxes, servios charges, dreoxxy sssstance charges and oiher non-iony distance cnarges) from Customens

recenved(”
durng a month under program,

6% of Reongi UM LIRSS and UMD caing Charges. 0% of Recupts (F0mM ISNRsis ang AN Gang Chames. 0% ¢f Rossigis SUM MUUSNID and INrste CRlng CROMgER.

% of Reomsts o caling cavd charges. % of Recmets from cafing cand ane SO0 sumbercharges. me trom ATET cara
Where Crganczation dself participates n Programs, recespts by LEC from Organmzation shall be demmned part of Recerpts.
Fea shafl be forwarded by LEC  Organizasion an or before the 10t of the month fallowing the manth in which Recepts ware recaved
Al tarns, conditions and other matters relating to Programs, 10 thoss Organizations and Customers who may and will be atiowed 10 participate n
Programa, (o whether a party or person is a Customer for purposss of this agreament, and 1o whoss Cusiomer such party or person s wil ail be
determmad by and in the scie discreson of LEC, whose decsion in this regard is final.
LEC agress 1o hold in confidencs and not to divuige 1o any third party, other than 1 effect Programa, the names or other information concerning
Customers which Organeation provides.

This agresment may be tarminated by either party st any tme for any resson. in the event LEC terminates this COrganization agrees o
csase any and ail activity in connection with LEC and iis servicss. However, in the event of a termination, LEC will continue to forward Fee o

Organzation, per this agresmant, so long as Organceation or its Customers continue uaing the long disiance servics as offered Swough LEC.

This agreemant shall bind and inure 10 the benaft of LEC and Organczation’s heire, succossors and assigne, provided however that organzation may
not assgn e rights or cbiigations under this wathout the prior watten approval of LEC. All modifications of this agreament shail be
nefiactive, inciuding a moddfication of this paragraph, uniess signed by LEC and Organeeation.

Any notice or ather communication required, desired or allowed hereunder shall be desmed given and recaived on the dats it Is personally delivered to
the party 10 whom it is directed or, f masled, on the date after the day on which it is mmied to such party by certified or registered mai 1o the address of
that pasty shown at the foot of this agresment.

LEC may discioss and share with Organzation certain information and records reiating to Customers, Programs, and other sensitive information
Organczzation shail not discioss 19 any cther, nor use or benefit, inancally or athenwes, from such Iionmelion or records, withat the pricr and express
witien consent of LEC.,

Partios represent that they have read the fenms of this Agresment, that they undierstand the sams, that they have voluntarily signed this Agresment,
and that no representations, warrantss, stalaments, promisss, inducamants or other agreements have boen made nar entared into by them or anyone
alss, cther than those enumernsted or st out herem. 0 obtan theer synattres hereon or thew ageement o the ferms hareof, and fisther agree
axscute any other documents which may be necessary 10 effectusts the terms hereot.

Organization: ¥ -

oy By

= o=

Addresses: LEC Consuitant
Siputax
Pt

Phone IDCadsNa,

ORIGINAL~ Camer Copy YELLOW —Custamer Copy PINK — Cansuitant Capy
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Leaaing Edge Communications
PO Box 7178
Riverside. CA 92513
714-784-8181
October 19. 1992
Office of General Counsel
Federal Elections Commission 8
999 E. St. N.W. =]
wasnington, D.C. 204643 -
~N
Dear Sir: _
In response to mvy reguest for i1nformation. I receivea trom ;;

vour office cooies of Advisory Opinions 1979-17, 1988-12, ana a’
dissenting opinion to 1979-17. I will prooanly need a seperate.
advisory opbinion, as our program 1s different from the two 1in
these other obinions 1n several significant ways: we are not a
bank; we are not offering a credit card: we do not buy lists of
Supporters, we do not soiicit the supporters--the political parcy
does that: we offer this program to any non-profit organization.

Our telecommunications affinity Funa raiser would not 1nvoive
~he selling of membership 1i1sts. The party would do all of the
work. They would contact the supporter. expiain the services.
obtain their sidnature on a long-distance phone service contrace,
and forward to us. We wouid proviae the service and b111i1ng to
the supporter. and send the party a commission each month. This
wouid be the normal commission paid to any i1naividual or non-
orofit orGanization who signea up for —his tvpe or promotion. The
bener1t. to LEC wouid come 1n the torm of a larger customer base.
The party wouid be acting as an outside sailesperson, ana receilve
the normal commission for sales. Tne IRS considers tnis earned
income, and LEC woula 1ssue a form 1099 at the end of the vear.
The party would be paia oniy ubon vaiue beinq receilved. as their
commission 1s determined each month 2oy the zotai pald biliings
received by LEC. Also, the supporters woula pe rreatea the same
as any otnher LEC customer. They wouia oe cnargea the same rates
for services, and receive the same services as all other LEC
customers. This 1s a pona fide commercia! transaction between a

poiiticail party and a corporation.

On the national Jlevei!, woula this program pe allowea as a
normal and ordinary business arrangement oetween a poiitical
Jarty and a corporation, since the transactions would be vaiued
at their usuail and normai charge, ana therefore not a contribu-
Z1on”? (See 1 C F R. $100.41a] 1] +1111.)

Sincerelvy.

Patrick M Pé%r

HoSur
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WASHINGTON DC 20463

October 26, 1992
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. .sMr. Patrick K. Poor .7V oS. L. o PR - .
» -+Leading Edge Communications
PO Box 717 -

Riverside, CA 9251

Dear Mr. Poor:

This refers to your letters dated October 9, and October 12,
1992, concerning the as lication of the Federal Election Campaign
s Act of 1971, as amended, to the involvement .0f Leading Edge ...c.e-.
Communications, Inc. ("LEC") in a fundraising propong for a
political party. K ’

You state that LEC is a telecommunications marketing company
marketing the discounted long-distance phone services of several
carriers. LEC proposes to sign up a state political party, as a
non-profit organiszation, to do a telephone service fund raiser.
Supporters of the state party would sign up for their
long-distance service with LEC and pay their monthl
long-distance phone bill to LEC. LEC, in turn, wou!d send a
percentage to the political party each month as a commission (11%

of long-distance charges maximum).

You ask three questions:

1. Would the commission LEC pays to the party be considered
‘a contribution from LEC to the state party or earned

income? -

2. If it is a cox.:t-tibution. is it a contribution from LEC
or from the supporter?

3. If it is not a contribution, can LEC sign up business
phones on the service? -

e wie- -

- - il .. mEl VR =
- soc ~+-This office notes that your inquiry concerns th slication -»=
+.” 20f the Act to the involvement of vendors and poutica{pzntlth - pleria, T
;;';.é?g’ln commercial activity for fundraising purposes. 3i¥our October ﬁ.&w *.
- 19, 1992 letter indicates that you have reviewed Advisory <=.=% 2. +.
Opinions 1988-12 and 1979-17. Your attention is further directed

to Advisory Opinion 1991-34 which addresses issues similar to - -
those raised in your inquiry. This opinion also explains the “Xin:
.wrbasis for this office’s second question to you listed below. iiFor ..
;,-ﬂou: information and guidance, a copy of .the opinion is enclosed. & -
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The Act authorizes the Commission to issue an advisory
opinion in response to a "complete written request" from any
person with respect to a specific transaction or activity by the
requesting person. 2 U.S8.C. §437f(a). Commission regulations
explain that such a request "shall include a complete description
of all facts relevant to the specific transaction or activity
- with respect to which the request is made." .11 CFR 112.1(c).
R I - e L eI -
. . "After reviewing the enclosed opinion, “you may still wish to
request an advisory opinion. 1If so, this office has determined
that additional information from you is necessary to consider

your inquiry. Please provide the following information regarding
your proposal:

1. Please identify the political organizations LEC plans to
solicit for its proposal, as well as those that have
already shown interest in it. e, - h

p FIY - e - .
- "% e
et S N . —ae”  wan. -

2. wiéﬂ'iolpcct tohidiitical 6rgaﬁisitions'that ente
contracts with LEC, describe the specific purpose for
which they will spend the fees paid to them by LEC.

3. Your inquiry includes a sample contract for your proposal
which obligates a signatory organization to market LEC’s
rogram to customers. Advanced written approval of LEC
s required for certain marketing activity. Please state
wvhat guidelines LEC plans to impose regarding marketing
activity, including guidelines for written solicitations.
Provide copies of sample solicitations that may be used
by the political party.

Upon receiving your response to this request for information,
this office and the Commission will give further consideration to
your inquiry as an advisory opinion request. If you have any
questions concerning the advisory oginion process, the advisory
opinion enclosed, or this letter, please contact the undersigned.

S8incerely,

Lawvrence M. Noble
General Counsel

- e da 4 v bl
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Leading Edge Communications
PO Box 7178

Riverside, CA 92513
714-784-8181
November 5, 1992

N. Bradley Litchfield
Associate General Counsel
Off1ce of General Counsel
Federal Elections Commission
999 E. St. N.W.

Washington, D.C. 20463

176 04 =116

AOR 1992-40

After reading Advisory Opinion 1991-34, I wish to sti1]
request an opinion about Leading Edge Communications’ proposal.

You asked for additional information 1n order to 1ssue an
opinion.

Dear Mr. Litchfield:

1. The political organizations I have contacted with varying
degrees of 1nterest are the state Republican parties of: Arizona,
California, Colorado, Georgia, Il1ino1s, Indyana, Iowa, Idaho,
Kansas, Kentucky, Minnesota, Montana, Missouri, Nebraska, Nevada,
New Mex1i1co, New Jersey, Oklahoma, Ohio, Oregon, Pennsylvania,

Tennessee, Utah, Virginia, and Wyoming. A1l of the other state
parties are potentials as well.

2. The specific purposes for which they will spend the fees
paid to them by LEC w111 be determined by your Advisory Opinion.
LEC places no Timitations on how the money can be spent, and none
of the organizations contacted have expressed how they want to
spend 1t. The whole purpose for my contacting your office 18 to

determine if there are specific 1i1mitations on how the parties
can spend the funds.

3. The contract between LEC and the non-profit organization
obligating the organization to market LEC's program serves only
as a way to let them know that LEC w111 not do the marketing for
them. They w11l have to do 1t themselves. They can cancel the
contract at any time for any reason.

The only restrictions LEC places on the organizations are
that they not violate their contract with LEC; do not represent
themselves as something they are not: do not violate the law 1n
any way; and any "hard copy" materials they develop and wish to
distribute must be approved by LEC, to insure 1t 18 accurate and

legal. They are given a lot of freedom to promote this. LEC 1s
concerned only that 1t be done properly.

I



I realize state parties can receive funds from corporations 1f
their state allows 1t, for Tocal and state election activities.
My concern 18 whether or not this promotion can also provide
funds for Federal election activities.

The feeling I get from the opinions I have read, 1s that
political parties cannot spend money received from corporations
for Federal election activities, no matter how the money 1s gen-
erated. If this 18 how the commission 18 i1hterpreting the regu-
lations, not allowing funds from an ordinary business arrange-
ment between a corporation and a political party for Federal
election activities, 1t would seem to contradict the spirit of 11
C.F.R. $100.4(a) (1) (111).

Is 1t 1nappropriate for political parties to "earn” money, or
must all of 1t be contributed? If an i1ndividual or organization
performs a service for a company, and 18 compensated what anyone
else would be paid for the same service, 1t seems to me to
require a considerable stretch of the imagination to say i1t 18 a
“contribution” rather than "earned i1ncome“.

If your opinion 18 that the spending of these funds would be
restricted 1n some way, I would appreciate having your justifi-
cation for 1t as well.

I have enclosed a sample telephone solicitation they could

use, 1ncluding some questions and answers. A written solicita-
tion would 1nclude essentially the same i1nformation.

Sincelely,

Patrick M;f;oor



ULICAN PARTY FUND RAISER SCRIPT

Good morning. Is this registered Repulican ?

I’m from the Texas Republican Party Headquarters.
How are you today?

Great.

The Republican Party 1n Texas appreciates your support

yery much.

As a way to say “thank you", and also gain further support
without costing you anything, we have arranged with Leading Edge

Communications to offer discounted residential and business long
distance phone service to registered Republicans 1n our state.

You wi1ll receive the same high quality long distance phone
service you have now, save 10-40% on your long distance bi111, and
9 1/2% of all of the phone bills we si1gn up in Texas, will go to
the Republican Party each month. We are very short on funds
right now, and we project this will bring in about $800.000 per
month to support our Republican cause. To do that, we need for
you to sign up today.

In addition, 1f you sign up today, we will send you a beautiful
red, white, and blue, Republican Party discounted calling card,
usi1ng the network services of AT&T, which can save you up to 30%
over the traditional AT&T calling card.

This is an opportunity for you to save and support at the same
time, and for the Republican Party to set up a true residual
income without asking anyone for money.

Can we count on your support?
Great.
Is this residential or business or both?

Resydential:

I'11 need your name; address of the phone; phone numbers you
want to sign up; and average monthly usage.

Do you also have a business phone we could sign up, or work for
someone who does?

We w11l send you a form to fill out. Please f111 it out
completely, sign 1t, and send 1t back right away.

The Republican Party thanks you. Have a great day.

I'11 need your company name; address of the phone; phone
numbers you want to 1nclude; name of the responsible person; and
average monthly usage.

We w11l send you a form to fill out. Please fill it out
completely, sign it, and return with a copy of the summary page
from a recent phone bi111.

Do you have a residential phone we could sign up, or know
someone who does?

The Republican Party thanks you. Have a great day.



COMMON QUESTIONS
Who is LEC?

Leading Edge Communications is a telecommunications marketing
company in Memphis, Tennessee. They are a long-distance broker,
marketing the services of several of the 92 long-distance
carriers 1n the United States.

t say ney?

LEC pools together the long-distance volume of thousands of
business and residential users, and is able to get a Multi-
Location, Volume Discount, that is only available to very large
users. This became possible in 1988 by Federal Judge Harold
Green’s Descent Decree. We are able to lower your cost per
minute, and thereby lower your phone bi11. We also bill in
partial minutes (18 second start-up, with 6 second increments),
which saves you about 12X more over whole minute billing.

’ 8 r don’t sa ?
LEc w1ll switch you back to your old carrier free.

ich ¢ i ?

If you have a business phone, you can choose AT&T or non—AT&T.
If you have ATAT business now, our AT&T plan will save you about
20%. If you are willing to use a non—-AT&T carrier, we can save
you about 40%. We get 1t wholesale.

Residential service 18 non—-AT&T. Our non—-AT&T rates are 10-15%
less than MCI and Sprint, 20-30% less than ATaT.

W e -AT r ?

By contract with this carrier, we can’t divuige their name.
However, when the service 18 turned on, 1f you will push “"00” on
your phone, the Sprint operator will handle any questions or
problems you may have.

H turn t
About 30 days from the time we receive the order.

1 be_char al are
No.

Wi1ll I be charged for a wrong number?
No. Simply call the 800 number on your bill.

old ca

ha [ o] r COoul d?
A1l of your i1nterstate, 1ntrastate, and international Tong-
distance calls.

r ange umber at sho
Call the Customer Service 800 number on your bi1l and tell them
your new address and phone number as soon as you know what they
are.



Can I s up s one 1n_another state?
Yes. We can include an extra application with yours, and 1f

you will have them f111 it out and send it back to us, we wil1
si1gn them up for the discounts, also.

In some cases. We will need to have an LEC consultant contact
you.

now 1
You won’t until you receive your first bil1l. If we are right,
your bi111 w11l be less. If you are right, 1t will stay the same.
If you don't 1ike the service or prices for any reason during the
first 90 days, LEC w11l change you back to your old carrier free,

and you can go back to paying retail. There 18 no risk.

hat does cos 1 up?

Nothing. Your local phone company w11l charge you a nominal
fee to change the long distance carrier, but 1t w11l be more than
made up 1n the first month’s savings.

W exactl 8 r serv ?

Prime Net (AT&T) business long-distance varies on the time of
day and distance. Out of state calls made 1n the daytime, range
from $.17 to $.22 per minute. Eves, nites, and weekends: $.169.
Calls made within the state of Texas are $.244 daytime, $.196
eves, nites, weekends. Bi1lling 1s 18 second startup, with 6
second 1ncrements. There 18 a $5.00 per month service charge.

Prime Net Calling Card: $.50 per call access charge (AT&T 1s
$.80; MCI $.70; Sprint $.75); and $.179 to $.231, averaging about
$.20 per minute. There 18 a monthly service charge of $2.50, only
during the months the card 1s used, or 1f there is a balance on
the account. If you use a calling card at least $6.50 per month,
this card wi1ll save you money. It 1s designed for people who
actually yuse a calling card several times per month.

Flex Net (non—-AT&T) residential or business with nite calling
pattern 18, $.18 daytime, $.12 nite. $5.00 per month service
charge.

Flex Net Plus is business: $.16 day; $.15 eve.; $.14 nite/wknd.
$3.00 per month service charge.

t a o] r
No. The IRS does not consider this a donation.
Who do I call if I have a problem with the service?

You w111 be provided with an 800 number to call.



