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FEDERAL EI EFCTION COMMISSION

A K SIRELE NW
WASHING, TEISN 00 i Y

August 16, 1979

CERTIFIED MALL
RETURN RECLITIDIT REQUESTED

Mr. William Stack

General Counsel and Chairman

of the Board

Rafshoon Communications, Inc.
Suite E 114

1401 wW. Pace's Ferry Road, NW
Atlarta, Georgia 30327

MUR 977(79)
Dear Mr. Stack,

This is to inform you that the Federal Election
Commission has found no reasonable cause to believe
that Gerald Rafshoon Advertising, Inc., violated
2 U.S.C. § 441lb(a) by making in-kind contributions
to the 1976 Democratic Presidential Campaign Committee,
Inc.

Your cooperation in resolving this matter is
appreciated.

The file in this matter is now closed.

William C. Oldaker
General Counsel




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of
1976 Dermocratic Presidential MUR 977 (79)

Campaign Committee, Inc.
Gerald Rafshoon Advertising, Inc.

CERTIFICATION

I, lena L. Stafford, Recording Secretary for the Federal
Election Commission Executive Session on August 15, 1979, do
hereby certify that the Commission, by a vote of 4-2, approved
the recommendations set forth in the General Counsel's Report
dated August 10, 1979, as follows:

1. Find no reasonable cause to believe that Rafshoon
Mvertising, Inc., viclated 2 U.S5.C. § 441b(a).

Find no reasonable cause to believe that the 1976
Democratic Presidential Campaign Committee, Inc.,
violated 2 U.5.C. § 441b(a).
3. Send attached letters.
4. Close the file in this matter.
Cormissioners Harris, McGarry, Reiche, and Tiernan voted
in the affirmative. Commissioners Aikens and Friedersdorf dissented.

Attest.:

8/15/27

Da

Lena L. Stafford
Recording Secretary

FOR: Marjorie W. Emmons
Secretary to the Cammission




EXECUTIVE SESSION
. . August 14, 1979

BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter ot

Campaign Committee, Inc.

)
)
1976 Democratic Presidential ) MUR 977 (79)
)
Gerald Rafshoon Advertising, Inc. )

Summary of Allegations and Commission Action

During the course of 1ts examination of the books and
records of the 1976 Democratic Presidential Campaign Committee,
InCe., ("the Committee™), the audit d*.° i wound that the
Committee received from Gerald Ratshoon Advertising, Inc.,
("the Agency®™), 1nvolces 1n excess of the $510.5 million
contract entered 1nto by the respondents with regard to the
1976 yeneral election campalgn. ‘lhe Committee has paid the
Ayency a total of $10,499.436.23. According to Committee
records, the present amount of the difterence between total
expendlitures per Llnvolces and the contract price 1s
$15,080.00.

Yuestions were raised by members of the Commission as to
whether the amount by which the i1nvoices submitted to
the Committee exceeded the contract price constituted
an extension of credit outside the ordinary course
of business; and, 1f so, whether the Committee would
have exceeded 1ts statutory expenditure limitation 1f it had
pald the full amount ot the 1nvolices.

On June 5, 1979, the Commission found reason to belleve

the Committee and the Agency had violated 2 U.5.C. § 44lb(a).




Evidence

l. Provisions of the contract between the

Agency and the Committee.

On August 12, 1976, the Committee and the Agency entered
into an agreement whereby the Agency would "contract for
placement of all media for the General Election as well as
for printing and production of collateral materials." The
Agency was to receive a commission of 15% on all commissionable
media purchases as well as on all filming, photography, printing,
type, etc. All creative and mechanlcal art time (1i1n-house
production) was to be billed at hourly rates, and all out-of-
pocket expenses for travel, telephones, TWX, etc., were to be
billed at agency cost.

The contract also provided that the Agency would bill
the Committee on a daily basis, with payments on media
invoices being due the same day, and payments on production
invoices to be made weekly. (See Attachment 1}).

The initial contract budget was for $8.5 million. On
September 29, and on October 13, 26 and 29, 1976, the contract
was amended, with the final figure totaling $10.5 million.

These amendments were the result of determinations made by
Committee officials that more media was needed 1n certailn
areas, based upon factors such as polling. (Lambert Deposition,

pp. 10-11). 1/

l/ Copies of all depositions taken in this matter are
available in the Office of General Counsel.




2 Execug&on ot the Contract = Pre-= October
29, 1976.

The following description of the Agency's execution of
its contract with the Committee is based upon information
provided by deposition and pre and post-deposition conversations
with Ms. Maryanne Williams who served as secretary-treasurer,
comptroller and cffice manager of the Agency during
the pericd of the contract. As comptroller, Ms. Williams
was responsible tor the billings sent tou clients,
the paying of clients' bills, the paying of agency
bills, ana recordkeeping. (Deposition of Maryanne
Williams, paye 3). Ms. Williams was the person
primarily responsible for controlling the Committee's
account and for rendering the above-listed services
regarding that account. (Williams Deposition, page b6).

At the time of the execution of the contract, the Agency
was composed of a media department, an art department, a
creative department, a shipping department .nd an accounting
department as well as the account executives who handled
other clients. Gerald Ratshoon had overall control of all
departments and made all decisions as to budgetory allocations
with regard to the present contract in consultation with
Committee officials. The Agency added about 25 extra people
to 1ts regular personnel for purposes of executing this

contract. (Williams Deposition p.8).




FEDERAI ELECTION COMMISSION
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.‘..'- ol A0, TN 1
August 16, 1979

Ronald D. Fastman, Esquire
Cadwalader, Wickersham and Taft
Eleven Dupont Circle
Washington, D.C. 20036

Re: MOR 977 (79)
Dear Mr. Eastman:

This is to inform you that the Federal Flection
Commission has found no reasonable cause to believe
that the 19276 Democratic Presidential Campaign
Committee, Inc., violated 2 1',5.C. § 44lb(a) by
accepting in-kind contributions from Gerald Rafshoon
Advortising, Inc.

The cooperation of representatives of the
Committee in resolving this matter is appreciated,

The file in this matter is now closed.

Sincerely, ///f
e == st (A

William C.

, FKsqUITR
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The accountiny system used by Ms. Williams was basically
the same as that used for the Agency's other clients, l.e.,
an invoice record was kept which was conmposed ot a copy of
each involice sent to the Committee together with back=up
materials for each invoice; such back=up including contracts
with vendors and/or bills received from vendors, and payment
records. (See Williams Deposition page B). (See examples of
media invoices and accompanying back-up materials and of a
production involce and accompanying back-up materials available
in the Office of General Counsel). Although this material
was computerized, information in the computer was generally
behind that presently in hand and Ms. Williams worked
on the actual paper, not from computer runs. (Willians
Depositicon, p. 8).

The Agency maintained two checking accounts with regard
to its contract with the Committee, the Jimmy Carter Presidential
Campaign (JCPC) Media Account and the Jimmy Carter Presidential
Campaign (JCPC) Special Account. All media expenditures
were made from the media account and virtually all other
expenditures from the special account. Some production

and miscellaneous expenditures were made from the regular

agency account, generally because they were out-of-pocket

expenses for C.0.D. shipments, travel expenses billed
on credit cards and telephone expenses., All the amounts
involved were billed to the Committee on production invoices.

(Williams Deposition, pp. 45-46).




A. Media Expenditures

Once a determination was made as to media target areas,
the media department would contact local independent media
sales representatives or local stations directly to learn
what spots were available for purchase. Upon obtaining
this information, the media department would write up a
pre-numberes contract with a particular station. (See
Attachment 2 for example) and send the contract to the
accounting department for invoicing. The accounting
department would type an involce 1in the amount of one or
more media contracts involving a particular state. (bee
Attachment 3 for example). The contract awount invoiced
consisted of the amount to be eventually sent to a station
plus the Agency's 15% commission. The Agency at the same
time cut checks for payments to the station or stations
whose contracts were being i1nvoiced, and a check to itself
for the total commission due on those contracts. Because
tederal law requires pre-payment of political advertising
on electronic media, and because prin' media also reguire
advance payment, these checks, unsigned, were then attached
to the folder contalining a copy of the i1nvoice and the
contract, pendinyg recelpt of monies trom the Committee.

The involce was sent to the Committee. Once payment had
peen received from the Committee and deposited into the
JCPC media account, the contract and the signed media check

were released and the cominission check was deposited into the
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Aqency's regular account. A copy ot the Committee's check
was added to the appropriate invoice file. Usually, the
Committee's checks cleared about a day or two after
receipt and the Agency would release 1ts checks that day.
(Williams Deposition, pp. 12, 14-16).

Throughout the period prior to October 29, 1976,
broadcast spots pald for by the Agency were not run
or were determined later to have cost more or less than
the tigure 1initlally guoted by a media representative.
In cases where more was owed by the Agency the extra
amount would be included in an irvoice sent to the Committee
and then paid by the Agency to the station after the
Committee's paynent had been received. In situations
where i1t was learned, often via a telephone call, that a
spot had not run or that a refund to the Agency would be
due, the media department prepared a rider, an addendum
to the contract, which was placed in the invoice folder
containinyg the origlinal contract and 1nvoice. (See
Attachment 4 for example).

In some instances, notification of a decision not to run
a spot or of a change in rates arrived before the Agency's check
had been mailed or cashed by the station, resulting in the
voiding or return of such a check, and in the latter instance,
the preparation of a new contract and check. In most instances,
however, it appears that the Committee's check was deposited by

the meulia vendor necessitating issuance of a vendor check.




Upcn receipt of a returned check, which was then voided,
upon the non-mailing ot a check, or upon receipt of a check
written on a station's account, the Agency would

send a credit invoice to the Committee. (S5ee Attachment

5 for example). No actual repayment of tunds was made

to the Committee; the amovunt represented by a rider

was returned to or remained in the JCPC media

account for later use. The lag bLetween the time a

credit became apparent and the time of receipt of a refund
Lrom a station could vary from two days to six months or more.
On October 29, 1976, the Agency had in hand riders involving
refunds totaling approximately $32,848.86, net of Agency
commissions, which represented refunds expected from media
vendors yet to be receilved. (See Lurther intormation on

retunds expected presented below.)

B. Non-Media Expenditures

Invoice folders were alsoc set up for non—-media expenditures.
Non-media vendors were paild by the Agency after the Committee
had been sent an i1nvoice (5ee Attachment 6 for example) and
payment had been recelved. Sometimes a vendor would
recelive advance payment. Others, such as type shops,
printers and freight haulers, would bill the Agency
after the services were rendered. (Williams Deposition,
p. 20-21). Shipplng costs were normally paid after an audit
of the back-up material involved had been carrled cut. The
Agency's shipping department usually kept a daily record

which was sent to the accounting department on a weekly basis.




The accounting department would then check these records
ayalnst back-up trom the vendors to determine that an

expenditure was a billable item to the Committee.

Ms. Williams has testitied that the record-keeping

system used in executing this contract was the basic system
used tor all clients where the Agency billed the client
and then pald atfter they pald. The contract was handled

like other political accounts.

The system was set up so that I would
know, and tor my internal records, what
was golng on. We knew we had a contract
for a certain amount of money; and we
knew we were goling to make money on the
campaign. But I wanted to know since
it was tederal funds exactly where the
money was, and so that was the reason
we sSet up a numerical system for in-
volges and a separate account, a
separate bank account so that 1if

anyone wanted to look at 1t, they would
not have to look at all ot the agency
business that went along with i1t. It
was handled as a regqular account.
(Williams Depositon, pp. 43-44).

3. Organization of Committee

The tollowing description of the Committee's monitoring
of 1ts contract with the Agency is based upon information
provided by deposition by Ms. Joanna Lambert, Comptroller
of the Committee from July 16, 1976, until the present.
As comptreller, Ms. Lambert was responsible for setting
up the accounting system, for monitoring bank accounts
and tinancial statements, for management reporting and for
preparing reports to the Federal Election Commission.
(Deposition ¢f Joanna Lambert, pp. 2-3).

According to Ms. Lambert, the involces sent to the

Committee by the Ayency went to the Committee's accounts




payable department where they were checked for accuracy.
In situations where i1mmediate payment was necessary, as
with media expenditures, the accounts payable department
would make up a check request form and type the check which
was attached to the bottom of the form. The check would
usually be delivered to the Agency by messenger, while
the check request form went to the agency's service
Lbureau to be entered i1nto the computer. In other
situations, where nayment was not contractually required
within 24 hours, the accounts payable department made up
voucher. The voucher was ther sent to the service bureau
which wrote a computer check and entered the information
on the voucher 1nto the computer data base. All
information was sent by the accounts payable department
to Ms. Lawbert before vouchers went to the service
bureau. (Lambert Deposition, pp. 4-5).

Ms. Lambert monitored the contract by checking the
semi-monthly financial statements for cost center 70,

this cost center being strictly for media expenditures made

under the Rafshoon contract. Ef Each statement showed

disbursements bllled to the cost ceunter for the two weeks
of the report plus expenditures to date and the amount
budgeted to date for the cost center. (See Attachment 7).
According to Ms. Lambert, because there was a contract
involved with cost center 70 she watched to be sure that
the contract price was not exceeged at any given time. On

October 16, she began to keep a tally sheet based upon

2/ The Committee had 849 cost centers 1n 1ts system.
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accounts payable expense distribution reports which
were supplied daily by the service departiment and which
were based upon the vouchers prepared by the Committee,
She took from each computer run the figure for cost
center 70 and kept a runrring balance. (See Attachment

8 and Lambert Deposition, pp. 6-12). 3/

4. Execution ot the Contract - October 29, 1976
to Present

Ms. Lambert and Ms. Williams agree that on October
29, 1976, a telephone conversation took place between
Ms. Williams and Robert Andrews of the Committee concerning
the status of the contract as of that date. Ms. Lambert
remembers that she asked Mr. Andrews to check with Ms.
Williams because she thought that they were getting
clese to the contract amount. Her figures showed total
Conmittee payments of 510,123,577 as of October 28. (See
Lambert Deposition, p. 12). Both also agree that Ms.
Williams suggested that the Committee stop making payments
because she did not have all of her records up to date, all
bills were not in, and credits were expected back from stations,
Ms. wWilliams testified that she did not consult with anyone
at the agency about this conversation with Mr. Andrews.

3/ The figures in the running balance represented knowledge
as of the day prior to the date entered on the sheet
prepared by Ms. Lambert.




Quoting Ms. Williams,

At that point in time, 1 did not know
exactly where the budget was. We had credits
coming in, and we had bills coming in; and
we thought that possibly we would owe the
campaign back some noney because at that
point we knew there were a lot of credits.
we did not have all of the shipplng bills
or production bills in. So at that point
in time, I may have owed him some money
on the contract. (Williams Deposition,
ps 27).

Ms. Williams has stated that, while she did not know
deftinitely how much the reconciliation of the contract
might be as of October 29, the Agency had kept running
tallies every day on the medla contracts, which representea
the bulk ot the money spent. This tally included a runninrg
total on riders in hand. Shipplng bills were receilved once
a month and an estimate ¢t their total was also included
in her calculations. (Williams Deposition, pp. 23-24).

Ms. Williams has stared that she did not have a written
record of her running total, but that she "had a good feel
tor it." She has stated that as ot October 29, she and
the media department estimated that media refunds anticipated
would total "two or three hundred thousand dollars.™

This estimate was:

basea on prior credits that we had received

on a certain number of spots that had run, a
certain number of spots that we had orderec and
not run, we estimated the spots running between
October 29 and November 1, and said, well, the

stations will not run these spots. (Williams
Deposition, pp. 40-41).
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The estimate of potentially failed spots was
based particularly upon the tightness of the station
schedule because of competition for spots among both
national and state campaigns during the 1976 campaign
"..s(N)aturally, the station spots were very tight, and
it they made one error, they could have blown maybe
tive spots of either a local campaign person or
the Republicans or us. They did blow a lot of spots.”
(Williams Deposition, p. 64).

Ms. Williams has also testilfied that it 1s ordinary
practice tor the Agency to get money back after paying
out money to advertisiny media with regard to political
contracts, because ol the need for advance payments.

She agreed that generally in other political campaigns
stations would pay back money at the end. (Williams
Peposition, pp. 32-33).

According to Ms. Williams, as of October 29th no
additional contracts for media were anticipated. Because of
the time needed to determine if spots were available and
because of competition with other candidates, the
Ayency attempted to do wost of its buying "well
in advance of two or three days before the election."
(Williams Deposition, p. 28). Therefore, by October
29, broadcast media had been bought and for the most
part invoiced, and all print media had been bought
and invoiced. Expenditures which had not yet been
invoiced would have incluged media rate changes, outside

production costs, and shipping. (Williams Deposition, p. 29).
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As a result ol the October 29 oral agreement between
Agency and Committee representatives that Committee
payments would be suspended, the Agency's procedures
chanyed vased on the stated assumption that refunds
would be coming into the Agency from media vendors which
could be used to make contract-related expenditures.
Expenditures were made without walting for the
submission of invoices to the Committee and receipt of
Committee checks., Lxpenditures were now made using
money remalning in the Agency's JCPU accounts as the result
ol credits that had come back and ot the fact that some
commission checks had not been deposited as yet into
the Agency's reqular account. Ms. Williams has testiftied
that these commlission checks had becen cut, but she had

delayed transter because "] did not want to run out

ot money if I had to pay some small bills that came

in trom other vendors." &Lhe talked to no cne else about
doiny this. All of the commission checks were eventually
deposited, the determination to do so based only on whether
a deposit would mean overdratting the account. (Williams
Deposition, pp. 17 and 47-49).

Ms. Williams has testified that, according to her records,
she never made any advances of cash using wonies not first
recelved trom the Committee,

The only thing I did not have back
physically were the, you know, credits.
so what I was doiny was usliny, basically...
my commission monles until the credits
came back 1n. I was paying out my commission

monles to any vendors 1 needed to pay.
(Williams Deposition, pp. 73-74).
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After October 29, the Agency continued to send to the
Committee invoices which itemized both expenditures and
credits received. The Committee continued to prepare
vouchers for the invoices and credits even though payments
were not being made. These vouchers accumulated on an
open-item list. (Lambert Deposition, p.l3).

According to Ms. Williams, she held conversations
with Mr. Andrews atter the election during which they
discussed the status of the Committee's account,
how many credits were coming back, and whether she
believed that the Agency owed the Committee money. Ms,
Williams has testified that she continued telling him

there was a possibility of repayment to the Committee

Ly the Rafshoon Agency because of the credits coming in from

broadcasters based on nonrun spots. Between October 29, 1976,
and February, 1977, the Agency conducted a self-audit of

each individual involce and back-up material, including an

audit of each station's affidavit. Telephone calls were made

to stations and letters were sent asking for rebate checks

where appropriate. This process was not completed until probably
November of 1977.

Throughout this period, Ms. Williams pald contract-related
bills, decision to do so being based upon the invoices,

daily checks coming i1n and the bank account balances.

(Williams Deposition, pp. 51-54).
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Atter October 29, 1976, the Committee relied upon
the semi-monthly computer printout ftrom 1ts service center
to keep track of the contract. According to the printout
tor November 22, 1976, the net invoices submitted to the
Committee totaled $10,477,389. By December 31, 1976, the
net sum had risen to 510,612,396, Ms. Lambert has testitied

m

that she noted that amount because "we had those vouchered
items standing up in the open-item list, but we still had

been advised by the Rafshoon Agency not to make any payment

until they notified us." HMs. Lambert has stated that she

did not think the Agency was over the contract amount at

that vime, "because our contract was ftor ten five, and 1t

was an area of judgement on thelr part; and we couldn't

seconu guess them." She stated that she thought that refunds
would be coming back to the Agency. "When Robert (Andrews)
talked to Maryanne Williams at the end of October, she had said
that the credits would be coming i1in for a three-year

period ot time. So there was no reason for us not to expect

them to come back." (Lambert Depositicon, pp. 21-22).

In February, 1977, the Committee and the Agency agreed
that the Committee would pay the remaining amount due on the
510.5 million contract so that both parties could clear their
records.  Any credits in excess of the amount spent which were

recelived atter that date would Le returned to the Committee.

The Committee torwarded to the Agency a check Lor $25,997.95,
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thereby bringing the total paid on the contract to $10,499,436.07. 4/
Ms. Williams has testified that if the amount ultimately
spent, after all credits had been returned, had exceeded the
$510.5 million contract price, she would not have expected
to recelve money Lrow the Committee.
"In tact, we did not even carry it
as% a receivable on our books, because
to me it was not even a receivable,
[t was just...a tigure to work against.
[t was not an item to be collected."”
(Williams Deposition, p. HO).
Ms. Williams testitied that 1t the Ayency went over the
budget with other clients, 1t couldn't bLill them unless
it was the client's tault that this happened. "Otherwise,

woe have to jJust ecat the exponsc. (willians Deposition,
pp. B0-81).
Ms. Lanbert has testitied that after the February
payment to the Agency she considered the contract fulfillea.
The Agency stopped sending invoices at this point, and
the Committee did not receive turther intormation on the
status of the account until November, 1978, when such
information was reguested by the FEC auditors. After making
its tinal payment, the Committee wrote off the amount

of $115,993.42 still remaining as an open item on its

books vis a vis the Agency.

4/ The 5$563.93 discrepancy between the tinal amount pald and

- the contract price resulted (rom mistaken inclusion in the
amount alreaay paid by the Committec of two small checks
which had been returned to the Committee by the Agency

Qﬂﬁiiﬁﬁuﬁybeﬁﬁﬁ1%&%'%“$,”h5;2"” Committee's vendor ledger.
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This procedure involved making a general entry crediting
the media account and taking it out of the various expense
accounts coming under media. 7These steps were necessltated
by the fact that the payment to the Agency had not been matched
to a particular invoice. Therefore, it did not wipe out
any ot the debit invoices received or the credits which had
Leen booked, and open ltems therefore remained after the
payment was made. The Comumittee did not view the remaining
open items as a balance owed on the contract. (Lambert
Deposition, pp. 24-25).

At the time these decisions were taken and the Committee
payment made, auditors from the Federal Election Commission
were conducting an on-site avait of the Comnmittee's records.
The auditors were aware of the oral agreement between the
Commnittee and the Agency and Ms. Lambert has testified that it
was her understanding that they had nuv objections to the procedures
used to adjust the Committee's records with regard to the
contract. No guestions 1In this regard arose at the auditors'
exit conference with Committee ofticials. (Lambert Deposition,
pPp. 25-28.)

5. Audit of Agency's Execution of Contract

by Touche Ross and Company, July, 1979,

After being notified that the Commission had opened
an investigation concerning apparent violations of 2 U.5.C.
§ 44lb(a) vy the Agency, the respondent contracted with

'ouche Ross and Company Lor anm audit ot the Agency's records
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as rvlated to its contract with the Committee. The following

discussion of the audit findings 1s based upon the summary
sheets prepared by the accounting firm (See Attachments 9 and 10),
and upon explanations and discussion of the audit procedures
and findings provided by deposition by Mr. Albert L, Beerman,
partner in charge ot the Ratshoon audit.

A

Mr. Beerman testitied that his firm was asked to look
through the records of the Agency and to determine what had
happened as to the cash transactions involving two particular
bank accounts, the JCPC media account and the JCPC special
account. The periou studied covered August of 1976 through
early 1977. (Deposition by Albert Beerman, pp. 2=-3).

One method employed by the Touche Ross auditors was
to establish weekly control totals of receipts and expenditures
using bank statements and assoclated cancelled checks. The
auultors also analyzed receipts for the entire period to
ascertaln the sources of wmwonies deposited 1nto the two
accounts. Speclfic listings were made of each check
returned with each weekly bank statement and each was
categyorlized as to medla costs, production, commission, etc.
Both accounts studied were at the Natlional Bank of Georgla.

Upon completion of the reconciliation of bank statements
1ssued prior to April 27, 1977, the auditors looked at all
eXxpendltures on the contract made trom that date to the
dates the accounts were closed in December of 1977 and July of

1978. The Touche Ross summary shecets of receipts and expenditures
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encompass all receipts and disbursements involving the Committee
contract, not just those involving the two JCPC accounts.

The divisions of the summary sheet are as follows, (See
Attachment 9):

a. Column 1 - Period Ended

The dates in this column are the closing dates on the
bank statement from which the figures on the same line are
taken. Those figures represent the amounts which had been
deposited into the bank as of the date given and the Agency

checks which had cleared as of that date.

b. Column 2 - Media

This column provides the total amount of checks
written to media vendors which had cleared as of the
closing date on the bank statement. Both electronic
and print media are included.

c. Column 3 - Media Refunds

Column 3 provides totals for all money refunded by
media vendors to the Agency and deposited by the Agency
in the bank account during the week represented by the
bank statement. It does not include checks to media
volded by the Agency before release or uncashed Agency
checks returned by the media vendors.

d. Columnn 4 - Outside Production

This column represents payments for production sub-

contracted to non-Agency vendors.
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&, Column 5 - In-House Production

This column lists charges on involces f[for services
perlormed by Agency personnel.

t. Column 6 - Travel, Freight, etc.

These costs include courlier services, freight, travel
by Agency personnel, some refunded bank charges and telephone
charges.

g Column 7 - Total for Period

This column represents the totals of figures in columns
2, 4, 5, and 6 minus the refunds in column 3 for tne pericd
covered by the bank statement involved.

h. Column 8 - Total to Date

This column provides the totals ot all expenditures
and receipts included in columns 2, 3, 4, 5, and 6, from
the beginning of the period included 1n the audit to the
closing date of the bank statement involved. Again, the
figures in column 9 represent actual deposits and expenditures
which had cleared the account as of the closing date. The
tigures do not include commissions pald by the Agency to

itsell.

ls

Column 9 lists all the commission checks written by the
Agency to 1ts regular account, and deposited to that account
account, which had cleared during the periocd covered by the

bank statement.

Column 10 - Total for Period

Column 10 represents the total of column 7 and column
9; 1.e., the total amount of money pald out during the bank

statement period, including commissions.
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k. Column 1l - Disburseuents to Date

This column lists the total amounts of money paid out
by the Agency since the beginning of the contract as of
the closing date on each bank statement; 1.e., 1t is a
running total of figures in Column 10,

l. Column 12 -

Listed in Column 12 are the totals of payments made to
the Agency by the Commnittee during the week of the particular
bank statement.

s

This column gives the total payments to the Ayency
by the Committee since the bedginning of the contract as
of the closing date on the bank statement involved; i.e.,
it is a running total of the fiqures in Column 12.

The Touche Ross audit of receipts and expenditures
shows that as of April, 1977, the Agency had expended a net
amount of §$10,516,484.12. The Agency had received $1,560,260.01
in commission payments, which represented approximately 14.95%
of commissionable billinys or a gross profit of 14.95% on a
contract calling for a comnission of 15% on particular
expenditures. (See below for further discussion of the Touche
Ross audit findings).

The Touche Ross study of cash receipts and expenditures does

not 1nclude until approximately March of 1977 the refunds of

Agency commissions which were related to the media refunds summarized.
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During the taking of Mr. Beerman's deposition,
following dialogue took place:

Q Do you think that their (the Agency's)
accounting system was an acceptable
accounting system?

I don't think I would give them a gold

star tor bookkeeping. They weren't in

the bookkeeping business. They were trying
to do something else at that tinme, and I
will say this: We came along and put these
records together for the first time a few
weeks ago and the more we got in -- when

we tirst looked at it, it looked like a
horrible mess, but the more we got into it,
({the nore) we realized that they weren't

as bad as we thought they were. Everything
did kind of come together. (Beerman
Deposition, p. 24).

B. Study of Invoices Submitted to Committee
oy _Agency

The auditors for the Touche Ross also undertock a
study of all involces submitted to the Committee by the
Agency. (See Attachment 10). After listing these invoices
in numerical order, the amounts on each invoice were
classified by category of expenditure involved; i.e., by
radio ana TV, magazines, newspapers, other medias (mostly
billboards), production, telephone, travel and freight, and
in-house art work.

The figures on the summary sheet represent totals by
worksheet page, with 20 i1nvoices included per page. The
total amount of expendlitures minus credits shown on the

invoices 1s 510,537,069.44. Mr. Ueerman has testified
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that although this figure derived from the invoices should
reconcile with that resulting from the study of cash
expenditures and receipts, he cannot explain why it does
not. He presumes that the difference involves credits not
issued, clerical errors, and other factors. (Beerman
beposition, p. 32-33). DLuring a pre-deposition interview,
Mr. Beerman also theorized that checks may have been
written but not sent at the time an invoice was sent to
the Committee. Because of such problems as this, it seemed
necessary to time expenditures by the date they cleared
the bank (cash tlow) rather than by invoices.

6. Examination of Riders Received

As part of its investigation of the Agency's execution
of the contract with the Committee, the Office of General

Counsel undertook an examination of the riders to media

contracts produced by the Agency 1n response to notification

of spot cancellations, rate changes, contract duplications,

etc. The purpose of this study was to determine what
foundation Agency personnel had at any particular date for
anticipating media refunds. In order to bring this study
into conformity with the Touche Ross approach, an

attempt was made to 1soclate those riders which represented
actual cash repayments by stations and other media

vendors. In other words riders 1nvolving volaed Agency checks,
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During the taking of Mr. Beerman's deposition, the
following dialogue took place:

Q Do you think that their (the Agency's)
dccounting system was an acceptable
accounting system?

I don't think I would give them a gold

star tor bookkeeping. They weren't in

the bookkeeping business. They were trying
to do something else at that time, and I
will say this: We came along and put these
records together for the first time a few
weeks ago and the more we got in -- when

we tirst looked at it, it looked like a
horrible mess, but the more we got into it,
(the nore) we realized that they weren't

as bad as we thought they were. Everything
did kind of come together. (Beerman
Deposition, p. 24).

B. Study of Invoices Submitted to Committee
oy hgency

The auditors ftor the ''ouche Ross also undertook a

study of all invoilces submitted to the Committee by the

Agency . (See Attachment l0). Atter listing these invoices
in numerical order, the amounts on each invoice were
classified by category of expenditure involved; i1.e., by
radio and TV, magazines, newspapers, other medias (mostly
billboards), production, telephone, travel and freight, and
in-house art work.

The figures on the summary sheet represent totals by
worksheet page, with 20 invoices 1included per page. The
total amount of expenditures minus credits shown on the

involces 15 S1U,5317,069.44. Mr. Beerman has testiflied
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or cancelled contracts for which no check was 1ssued,
should ot have been 1included although some may have been
so by mistake thereby somewhat inflating the fiqures given.

It 1s important to rote that general information
was often available to the Agency long before the specific
amount of an anticipated refund could be ascertained and a
rider prepared accordingly. For example, the riders dated
February 10, 1977, 1included $18,113.22 refundea by the
Mational Broadcasting Company (NBC) on January 311, 1977.
And the riders dated in April, 1977, included 525,366.93
received trom the Colombia Broadcasting System (CBS).
Iln both instances, the Agency knew that large refunds
were due from these networks long before recelipt
of those retundas, although the exact amounts 1nvolved were
not yet avallable.

Attachment 1l represents the results of this study.
The i1nformation supplied 1s as follows:

a. Column 1 = Date

This date 1s the one shown on the rider(s) 1nvolved
in the computations clted across the page. Frequently,
the i1nformation on the rider was 1n the possession of the
Agency ftor one to two days or more before the rider was

typed and dated.
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. Column 2 - Riders Received (Gross)

T'his column gives the total of all riders bearing

the date in Column 1. The figure includes the 15% commission

on the amount to be refunaed by a media vendor; i.e., it is

the gross amount ol retunds expected.

¢. Column J = Riders Received to Date (Gross)

Column 3 represents the amount of all riders received as
ot that date. Again, the 15% commission amount 18 included.

d. Column 5 - Riders Received (Net)

HHere the fiqure given represents the amount ot refunds
actually to be received from the media vendors themselves: i.e.,
it goes not include the amount of commission refund involved
in the gross f[igure yiven in column L.

e. Column 6 - Riders Received to Date (Net)

This column provides a running total of all refunds
due the Agency Lrom nedia vendors. Ayaln, the commission
refund involved is not included.

t. Column 7 - Commission Retunds

The tigures in this column represent the portion of the
riders produced on the day in guestion which represents
commission refunds. The figure 1s always 15% of the figure
in Column 1.

g. Column § - Commission Ketunds to Date

This column aggregates the amounts of commnission refunds

involved with all rigers prepared as ot the gate 1n guestion.




h. Column 9 - Refunds Received Week Ending This Date (Gross)

This column shows the refunds from media vendors which had
been deposited by the Agency during the week ending on the
date shown, plus the 15% commission refund associated with
the refunds from the vendors.

i. Column 10 - Retunds Received Week Ending This Date

Net] SCLunoas o

The figures in this column are taken directly from the

Touche Ross study of Agency expenditures and receipts, (Column
3, Attachment 9). The figures represent deposits of refunds
from mecgia vendors made during the week endiny on the date
shown. The inforiration yiven in column 9 of this study
represents the figure in column 10 grossed up by L5S%.

J. Column 11 - Retunds Received to Date (Gross)

The tigures in this column are aggregations of all
figures in column 9 as of the date shown; i.e., they
show all refunds received as of that date including
conmission refunds due.

k. Column 12 - Retunds Received to Date (Net)

Column 12 represents the agyregation of all refunds
received from media vendors as ot the date shown.

l. Column 13 - Refuncs Anticipated (Gross)

This column lists the amount of refunds, including
commission retunds, which the Agency could anticipate
receiving as of the date in guestion. The figures represent

all riders recelived as of that date minus refunds already

recelved.




m. Refunds Anticipated (Net)

This column represents refunds which could still be
expected from media vendors as of the date given.

It is important to note that in reality, the Agency
did not physically transfer money back into the JCPC accountas
when commission refunds related to riders were due. Therefore,
the tigures in column 8 represent avajlability of reusable
tunds, not monies actually returned to the contract accounts.
In addition, it should be noted that 15% of the figqures
in column 13 were immediately available, not “anticipated.”

D. Examination of Latest Invoices Presented
to Committee

In order to determine the nature of expenditures made
by the Agency during the period after October 29, 1976,
the Otfice of General Counsel reviewed the back-up material
to approximately $299,000 in invoices, beginning with the
last debit invoice prepared, #824, and working backward to
invoice %762, dated October 28, 1976. (See Attachment 12,
10 pages). The information obtained has been compiled
on the attached pages as tollows:

a. Column 1 - Invoice Number

b:. Column 2 - Vendor

¢. Column 3 - Service

This column identifies the type of service performed

by the vendor.
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d. Column 4 - Amount of Service (Gross)

= T

'he i1ntormatlion cited in this column 15 the total amount
charged the Committee. The f[lgures represent the amount charged
by the vendor plus the L5% Agency commission where applicable.
Freight charges, telephone charges, and postage are not
commisslionable 1tems.

e. Column 5 - Amount of Service (Net)

This column contains the amount actually charged by

the vendor. It does not include an Agency commission.

t. Column & - Date of Service

When available, the intorwation in this column
represents the date the service was performed. In many
instances, this date was not listed separately from the

date the service was billed to the Agency.

g. Column 7 - Date Billed to G.R.

This column gives the dates the vendors billed the
Agency for the service listed in column 3.

h. Column 8 - Date of Check by G.R.

The figures here represent the date of the check
issued by the Agéncy to the vendor.

i. Column 9 - Date of Invoice to Carter

This column gives the date the expenditure was
invoiced to the Comamittee.

1=

The dates given in this column, where available, are

the dates the check to the vendor cleared the Agency's account.
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With few exceptions, this information shows that expenditures
made after October 29, 1976, were ftor production charyes,
freight, and postage. The media expenditures apparently
involved either station production costs or increases in
amounts already paid stations for spots as the result
ol rate changes. The amounts for media and outside
production include the 15% commission markup provided
in the contract with the Committee.

This information also shows that the date of an
invoice sent to the Committee did not necessarily bear
a direct relationship to the date an expenditure was made
Ly the Agency. (See discussion of Invoices #824 and #807

below. )

8. Agency Commissions Earned

As noted above, the final amount of commission earned by
the Agency on its contract with the Committee was 51,560,260.61
or about 14.95% of the commissionable services performed. The
provisions of the contract provided for a 15% commission
on these items.

Me. Williams has testified that when the percentage of
commission actually earned on this contract i1s compared with
that earned on other Agency contracts, the one earned on the

Committee contract "1s probably the closest we could ever




= 30 =

come." She stated that her general experience with respect

to making more or less than 15% was that:

.+« 1t depends on the client and the type

of billings that you are doinyg; but for

a media and production account that this
was, l5 percent 15...14.95 1s like unreal,
We normally would make...between 14 and 15,
but more often than not 1t 1s closer to

14 or less. We are happy 1f we make
between 12 and 15." (Williams Deposition,
pp. 78=79).

In his testimony, Mr. Beerman was asked about the
related subject of the Agency's spending on this contract,
the result of any overspending being the reason for missing
the contract commission rate. He testified:

"Another guestion 15 1f they even spent
exactly that much money, $10,516,484,

15 that good or bad in terms of a

ten and a half million dollar contract;

and I would have to say it 1is phenomenal.
The reason 1s that there is so much
uncertainty, and they spent this money

so fast; and they were a fairly small
agency who suddenly was spending ten times
as much money as they normally were doing,
If you try in little bits and pieces to
spend ten and a half million dollars in a
60 day period, and you come within $16,000
of spending that much money with all of the
uncertainties that I have outlined, I think
that is absolutely amazing. [ don't quite
know how they did it yet to tell you the
truth." (Beerman Deposition, p. 25).

9. Agency Procedures tor Paying Commissions
Mr. Beerman testitied that he has had experience with

other advertising agencies and that yenerally they don't

write checks to themselves tor commissions.
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This was a control device that these folks
set up so that they could keep everything
straight. I don't really regard the paying
of the commission as any real transaction.
It they just left the money in the bank
account and said, this is my money, it
would have been their commission, too.
(Beerman Deposition, p. 27).

Legal Analysis

The respondents in the present matter entered into what

both considered to be a fixed price contract, initially

for $8,500,000 and eventually for 510,500,000. The amend-
ments ralsing the contract price to the Einal amount were
apparently agreed upon in order to meet perceived needs
tor additional services, not to meet cost overruns on the
initial contract.
Under a fixed price agreement, a vendor is entitled
toc an agreed-upon commission to be derived from within
the overall contract ptice. The yoals of the vendor
therefore become ones of assuring that his expenditures
are not so great as to diminish the resources availlable
for the ultimate collection of his commission, while at the
gsame time pertorming services which will satisfy the client.
In the present situation, the Agency attempted to meet
the goal of collecting its 15% commission on certain-specified
services, per the contract, and at the sames time to establish
a system which would separate the execution of the contract
trom the Agency's other business. The Agency set up separate
pank accounts, maintained an invoilce system for collecting

monies from the committee and paying out those monles to
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vendors, and wrote itself checks for commission payments.
This last step constituted a bookkeeping device, not a
procedure mandated either by law or by ordinary business
practice, The alternative was to retain potential commission
monies in the contract account until all receipts and other
disbursements had been made.,

The execution of the contract was greatly complicated
Ly the uncertainties surrounding the purchase of time
on the electronic media. Rates were constantly changing
between the first guotation received from stations or
media representatives and those ultimately charged, meaning
that the Agency found itself later owing money to a station
or, more freguently, anticipating refunds from those media
vendors. Contracts were cancelled and spots blown, again
resulting in refunds. The Agency frequently fell behind
in the paperwork involved with these chanyes, or it would
be informed in a general way that a refund would be

forthcoming but not told how much that refund would

be. The Committee's internal system together with the

exigencies ot media buying resulted in the cash flow
pattern seen on Attachment 9.

Because of the state of constant flux involved
in the execution of the contract, it is 1n many ways
unrealistic to freeze activity as of any glven date. A
bank statement shows what had cleared the bank as of that

date, but not what checks were outstanding or what refunds
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were in hand but undeposited, etc. Nevertheless, certain
patterns can be ascertained from the figures on Attachment 9.

First, it can be stated with certainty that the Agency
never expended for contract-related services monies over
and above what it had received [rom the Committee. Never did
expenditures summarized in column 8 of Attachment 9
exceed the amount of Committee money provided as
summarized in column ll. It is only when payments
ot commissions are added that figures appedr which
exceed the contract price.

Secondly, throughout the period of what might be
termed “"overspending" the Agency either had riders
in hand upon which to base a calculation as to refunds
expected or had received verbal indications that
an unspecified amount was due. The figures on Attachment
11 show the basis for the Agency's knowledge of
potential refunds due as of any particular date. They also
show that the Agency was reasonable in anticipating refunds
in addition to those reflected on the riders actually
in its possession. In effect, the "overspending"
was caused by the double use of Committee funds, the second
use being predicated upon knowledge that the first use
had been cancelled out. The ultimate validity of the
second expenditure .5 borne ocut by the fact that refunds
have in fact been returned for all but $l6,484.12,

according to the figqures on Attachment 9, or for all but
$15,050, according to the latest Committee records which
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reflect the Agency's receipt of refunds as late as December
of 1978.
Thirdly, 1t must be borne in mind that Attachment 9
does not show until relatively late the amounts of
commission refunds due 1n relationship to media refunds.
Because no checks were ever written returning amounts equal
to those commission refunds to the JCPC accounts, they
do not appear until calculated into the Agency's latest
commission figures. AS a result, at least through November, and
December, 1976, and into early 1977, the figures in column 11
of attachment 9 are inflated by the amount of commission
refunds not repaid.

An application ot the above analysis to the status of

the contract as of a particular date may be helpful. By

January 20, 1977, cash expenditures on the contract had
reached $10,547,664.53, a figyure which retlects one of the
highest amounts of "overspending" during the life

of the contract. On that date, the Agency had on file riders
totaling 5109,721,14 of which 588,523.01 had already been
received in media refunds. The Agency could, therefore,
anticipate approximately 521,41l8.41 in refunds from

stations. It also had in hand for reuse approximately
$16,438.18 in total commission refunds related to the

media refunds for which riders had been prepared as of

that date. Theretore, not only is the figqure of $10,547,664.53
vverstated by approximately 516,458.1H8, but the Agency could

anticipate about $21,418.41 more in repayments, theretore




- 35 =

reducing any "overspending" to about $19,787.94. These

calculations do not take into account Agency knowledge of

additional refunds to be received over and above riders

then in hand, particularly the large ones due from two naticnal

television networks which eventually totaled $39,675.11.
Turning to Attachment 10, the Touche Ross examination

of invoices sent the Committee, one finds the figure of

$10,617,762.43 1in column 3 as total net invoices sent to

the Committee at one point in time. Again, given the constant

tlow of debits and credits in the execution of this contract,

any attempt to freeze the status of the contract at any

one time during the period ot its execution can be very

misleading. This is particularly true as to the invoices.

The mere declsion to write up debit invoices before credit

invoices would make a great difference with regard to a

net figure at any particular day. And, as stated earlier, the

writing of an invoice to send to the Committee did not mean

that an expenditure had actually been made. For example,

on page 1 of Attachment 10 it can be seen that while

invoice #824 was dated February 18, 1977, many of the

related Agency expenditures took place in April and May of

that year. The study of invoice #807 shows that while the

invoice sent to the Committee was dated December 1, 1976,

the Agency actually pald most of the bills 1n April ot 1977.
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For these reasons, the only meaningful figure on Attach-
ment 8 is that of $1,537,069.44. Although it would regquire
considerable more time, money and effort to reconcile this
tigure with that ot 51,51l6.484 on Attachment 9, these two
totals represent the same final status of the contract and
their characterization must be deemed the same.

The nature of that characterization is the ultimate
15sue in this matter. Assuming no further receipts of
media refunds and thus no ultimate cancellation of the
first use of the monies involved in those refunds,
the guestion is whether the amount by which the
Agency finally exceeded the cuntract price constitutes a
contribution to the Committee.

The Oftice of General Counsel finds that the answer
to the question is no. To terimn an overrun on the contract
a contribution would be to assign to the Agency
an ultimate right to a full 15% commission on all
commissionable services rendered which was not contemplated

by the parties to this contract and which 1s apparently

not contemplated under any fixed price contract involving

advertising agencies. Under such contractual arrangements,
the comnmission earned by a contractor depends upon 1ts
ability to provide services for a clilent at prices mutually
agreed upon. In the present situation, both representatives
of the Agency and those of the independent audit firm hired

by the Agency have stressed the difficulty in securing the
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full amount of the commissions provided for in a media
and production contract of the present type. No advertising
agency would expect to receive the maximum amount
of commission provided ftor in such a contract. Te have
carned 14.95% on the commissionable parts of the contract is
in fact deemed highly desirable and even surprising. Theretore,
to consider the remaining amount not recovered by media
refunds to be a contribution to the Committec would be
to read into the nature of this fixed price contract and
the potential commissions included therein a meaning
outside the understanding of the parties involved.

Maryanne Williaws has stated in her deposition that
after October 29, 1976, she sometimes delayed depositing a
commission check so that she would have those monies available

to pay vendors it media refunds were not immediately forth-

coming. The guestion arises as to whether the delay in

making commission payments could in itself be construed
as an extension of credit by the Agency.

The Otfice of General Counsel believes that the
answer to this guestion 1s again no. HRather, this Agency
procedure of delaying commission payments was both reasonable
and appropriate given the Agency's obligation to see that all
vendors were pald. The Agency had no absolute right to

a commission at the expense of vendors. Nor did there exist
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a requirement that the Agency literally pay itself
commissions prior to the end of the contract. As Mr.
Beerman pointed out in his deposition, all of the money
to be deslgnated "commissions" could have been left in

the JCPC accounts until each vendor had been paid.

Summary and Recommendations

The contract entered into by the Agency and tne
Commission resulted in payment to the Agency of $10,499,436.07
and in the earning by the Agency of commissions at a rate
of 14.95% rather than 15% as called for in the contract.
The Agency's failure to achieve the commission rate ot 15%
is normal business practice for this type of vendor and this
type of contract. In fact, all involved with this contract
have expressed amazemert that the Agency came so close to
the amount of coumission for which it originally contracted.

The Agency used only monies provided by the Committee
in executing the contract. [t provided no credit in the
torm of the use of its own, non-contract related resources.
Throughout the period prior to early or mid-November, the
Agency paid itself commissions with little or no delay.
Later, such payments were sometimes delayed for a few days
or weeks pending recelpt of media refunds 1n order that
vendors could be satisfied. Such delays in the making of
commlssion paymfs .ts do not represent extensions of credit
but rather appropriate practice in the execution of a

contract which in etfect involved a series of subcontractors.




_39_
Ihe Office ot General Counsel has found no evidence
that Halshoon Advertising, Inc., extended credit to the

1976 Democratic Campaign Committee, Inc.

Recommendations

l. Find no reasonable cause to believe that Rafshoon
Advertising, Inc., violated 2 U.5.C. § 44lb(a).

Find no reasonable cause to believe that the 1976
Democratic Presidential Campaign Committee, Inc.,
violated 2 U.5.C. § 441b{a).

}J. Send attached letters.

4. Close the file in this matter.

Date William C. Oldaker
General Counsel

Attachments:

l. Copy of agrecment between Gerald Rafshoon, Inc., and
the 1976 Democratic Presidential Campaign Committee, Inc.

Sample of media contract.

Sample of media invoice.

Sample of rider to media contract.
Sample of credit invoice.

Sample of production invoice.

1976 Democratic Presidential Committee, Inc., Responsibility
Center (Cost Center) Expense Report.

Lambert worksheet regarding expenditures made to Gerald
Rafshoon, Inc.

Touche Hoss and Company Summary ot Gerald Rafshoon
Advertising, Inc., Receipts and Expenditures
re: 1976 Carter Presidential Campaiqgn.

Touche Ross and Company Summary of Gerald Rafshoon
Aavertising, Inc., Involices re: Democratic National
Presidential Election Committee.




Attachments - Continued

11. Study of Cash Refunds Due and Received from Media
Vendors, Rafshoon Advertising, Inc., re: 1976
Democratic Presidential Campaign Committee Contract.

Study of latest Invoices sent by Gerald Rafshoon,
Inc., to 1976 Democratic Presidential Campaign
Committee, Inc.
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August 12, 1976

TIMG " A1 102

Pocert ~ndrevs , . . « PLAINTIFF'S -
1976 Democzatic Presidential Campaign Coc—itzee Cors

EXHIB
Atlanta, Georgia l wu.q..;!:rr“i

Mo, |
Dear Mr. Andrews: i L F=il=7§
This letter will serve as an 2creement between Gerald Rafshoen Advertising
and the 1976 Democratic Presidential Carmpaign Committee Corporatien.

Rafshcon hévertising u;ll contract for placement of all media for the
General Electicn as well as for printing ané preoduction of collateral
materials.

The adverzisinc and production budger wi ' S miilien dslisey;
paZshocr Adverzising will bill tzhe
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wackly and payable in seven cays.’
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ATTACEMENT I

SepLembor

fhadential Campaian
cmmlL e Corporation
Atlanta, Georgia

Dear Mr. Andrews:

o Advertising will dncrease the advertising and

budget by one milllon dollurs, This increase will
] 9.5 million dollars.

T
=} =/ |
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ATTACIIMENT

October 13, 19706

HMe. Rohert Andrev

1976 Democrabic 1‘:12.'.1:1!-:”1'].11. Campaign
Commi ttee Corporation, Inc,

Atlanta, Georgia

Dear Mr. Andrews:

This letter will secwve os an addondum bto our letcters of
agrecment of August 12, 1976 apnd September 29, 1976,

Rafshoon Advertising will increase the advertising ang

praduct:ion budget by £750,000,00. This increase will
bring our total budget now to $10,2580,000,00.

|'

Dl /(g,/

Gerald M. Rafshoon

I

2 s
President ucc-._,__zﬁd




ATTACHMENT 1T

Cotoper 26, 1976

our Lotal Inplgot now ta S10,450,000, 00
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ATTACHMENT 1

Octocber 29, 1376

Hr. Fobert Androws

1376 Desc=ratic Presidential Campaign
Committee Corporation, Inc.

Atlanta, Geoxrgia

Dear HMr. Andrews:

This will zerve az an addendom tn our agreaments of
husuest 12, Septesber 29, October 123 and October 6.

fafzhoon Advartiring will increake Lhe afvertising and

preduction buduet hy £50,000. This increase will bring our
tatal budger now o 510,500,000, 00,
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GERALD BurSHOON ADV SING, inc,

1422 WEST PEACHTREE ST, NW. .. ‘..;':',
; ﬁfLﬂ.N]—R: GEORGIA 393':19 e ﬂ'“'"ﬂ.f‘l'“?l“]"uﬂ .

BROAUCAST AGREEMENT & CONTRACT "~ « . (404) 822-3581 TWX 51(}—:51 -3217
ANSWER 8ACK CODE: RAFSHOONAD-ATL

i
-

Station: SC Mews Information Service
-0 lockefealler Center i
New Tork, N.Y. 10020 Contraclt No, 1 8 U 6 0
Aten: Jolm Kromer 611-51 o

i lient: 1776 Democratic Fresidential Cmpalmm adio [ =) (j%
Comaittee, Inc, =

Product: Ilrmay Carter and[/or Walter F. Mondala, Television )
Cemocratic candidaces for office of President and/or Vice President, U.S.A,

10!!9."76

Date Sl 1 S bR

all 60 sec a;:n-

Ped 29 ° Sat, 10/30 Swm, 10/31

S -Tpm(bx) 2 10-3pm(4x) A 2n-Spe (3) 6=10am (4x)
ce - i A0=Ipm(3x)
o A=Tpm(4x)

M ;u:'!ll

Addicronal sclivdule l[ el

oy,

dart Dhate 10/79/76 dle 11!?;"?5

Lates: Total gross: £10,364.00 S i Wiselty Ot oo o o St

611-51-100Z=510, 864,00 > == . Total Contract _ .~ %10,.864.00zrnss
; . A : - 9 238 K0 net
_-Less 155 Aum} commission

[ ]
+ -' = "J e i -/--r_
_r" & ~ # / e
\ .- o i ; - ’
weepted T o Actepredo e T e Kty o 8 P L o

Sfation Bepresentative 2 RAFSHOUS ADVE H.l] G, [,

JC':mrm:me Carl .
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ATTACHMENT 3

California Radio
N¢
InvoLice i

Cace: ;
Qctober 14,

Carter Presidential Campaign Committes

T T TR e
Coneract
Vendor Humber

Pt Seeerllen o — R Bt R SR

KEST 16772 423.54
6l1=05 |

16784 230.60
6l1-05

16782

611-05

16777
610-05

16780
611-05

16787
6l1-05

167785
611-05

277 Wae

Negt Fasrhtroa Straar AW/ ANzAta Mamera TNA3 Aras Cada fANAY @ J23




ATTACHMENT 4

GERALD RAFSHOON ADVERTISING, inc.

14122 West Peachtree Street, N W,
Atlenta, Georgia SO3080 Area Code 404/892.3581

Rider No.

Date oy28/76

Contract MNo. 194950

Dated  o/10/75

1976 DEMOCRATIC PRESIDENTIML
Client cavparcy comuITr==, IiC.

c/o Cabellaro Spanish Hatwork

Attn: Manny Ballest=o

This is to be attached ta and form a part of our contract to show chc:r:ge in:

FROM: 10:

O spokts W $9.C0 G spot3z 3 34.00 = 524.00 Gross
'20.40 Hat

Credit due agency $25.50 Net

_ _: PLAINTIFF's
EXHIBIT

T=t)-= i"fr




erald Rafshoon Adyertising Jnc 25

CREDITS FEOM RIDERS ATTACHMENT 5

-
Invoice #: }ig

Cate: Qctocber 28,

v Carteér Prasidential Campalign Committes

i
| Amount

WESR
Rider

WESR
Rider #l

WIW=-TV
Ricder 21 10 3,5C0.00

WY T=-TV
Rider %1

|
100.00|
100.00

4,71

TOTAL DUE

14272 "Marct Dn e




ATTACHMENT 6

Invoice NE 0 3 i

Date: September 1, 1

eidential Campaign Committee Page 1 of 1 pago.

L L e i ————— T}

Cantract

Al
$51,471.E8

LA
B23.55

602/603 2,022.37

|
C. Rafshoan 2/603 2,353.00
D. Howard 627 152,954,/
D. Foward 607 61.18

Architectural )
Photo &L2 28,80

Jagouseh & TN
Kuehl €07 105.897\ A
Rvum Fine €7.06\ H ¢ i - dp. G0 ~_..f/

E57,066.68 |Total Due

EXHIBIT

.i (=0OveE Nmen] g
a NO. Y
i;?m 107




P4

sesnssmansl. U H & E &4 7

EW T
Tm LT 16
AMOUNT

REFUNTS AND REBATES
TOTAL HEFUNDS AND RTRATFS

Pl EMOCEATIL PuisIny T BaL Gashh i

ColMe Iy
FoAPHNSIRILITY CENT R
Minla=J RAFSH N

1,

P FE & L I esannananas

Tt BINGE T WAL ] ANICT

T™h

rluCe AMDLINT rLRCT Asunl

NISAUKS-HEMNTS

NIDIA PRODUCT IDN
TELEWISIN
RADIO
NEWSPAPFR
MAGALIWE
ourTpnne FACILITVIES
OTHER
TOTAL MEDIA PRODUCT UM

MEDIA USE
TELEYISION TIME
RADIO T:isE
NEWSPAPTR SPACE
MAGAT IMNE SAACF
MWIN00T FACILITIES = SPACE
NTHER
TOVAL SCOLA USE

lel&ToBT&.AD
206:600.2%
59, 352.57

290,00
LaSla:17T7.82

PERSOMAL SERVICES
TOTAL PEASONAL SERVICES

TRAVFEL
COMMERC AL TRANS=NONRECUVER
HEALS € LODGING
TOTAL TRAVEL

1:082.67
1+ 78267

OTHER VWNTE=-GETTING
CAMPAIGN MATERIAL
TOTAL OTHER VOTE-GZTTING

IN0 ATH. 65
!'LJ’JI 31&! ﬁ‘

NFFICE
| TELEPHUNE

I PRSTAGE AND DELIVERY

| UFFICE MATERTAL AND SUPPLIE
| TOTAL

8,379.08
(IFFICE 8,379.29
lrRaNSFERS DUT

TUTAL TRAMSFERS NUT

TOTAL DISRURSEHMENTS leB2%01lb.ul

lel&aT BTS00
290,278,901
S4.T735.22

Al 8-
h.618

290.00
LeSl&s1T78.07

12202
Ml
1s083.00

3177,377.70

303 3TT00

By379.00
A,379.7%

LeB82%,.20T.20 1-

FRUVEXISE WPk ]

sssssssssmcssases? F AR

FR JUN Ul &
™Tm uCT 16 Té
AMUUNT PERCT

fhl.20=-
fle2u

Allol38.95
235.00
4y335.0%
3:455.58
13,623.97
320.02
333309 1%

by TITe5TF.5%
518, 1T3.25
154, 459.54%
18T« TO2.27
192, 862.02
29U.09
T:6T0s 86670

2y 166 69
2¢1d6.53
4y353.22

593:561.T%
593,563.7T9

2o 249.92
219.84
A,179.08
13:83B.66

BablleAAY.]1

ATTACHMENT 7

BUDGET

AMOUNRT PchLTY

&l.00-
51.00

3114139.00
235,00

%5 536.00
3,456,.00
13:,62%.70
320.00
333,310.00

Gs TOTy580.00
$22.792.00
149,841.00
187, T02.00
102,862.00

297.00

TobTOy 867,00

2+211.00
25065.00
4e3TH. 20

593, 564.00
593,564,070

2+230.00
220.09
8,379.00
10,849.00

Byl 905.00

T 0O DA T cossvassnsnnsssnaan

VAR] ANCE

AMDUNT PERCT

Is800 ulL




N ) . »
1916 NEMNCRATIC PRES LDFMDLAL - CARPA [ GN
COMMITTEF INC
BESPONSIALLITY CEYTE® FRPENSE REPORT ATTACHMENT 7
MEDIA=J SAFSHMTWN

sessasneasl URRF N T PER I UDicassssanes ssssssnassansnsss? E AR T O DAT |
Fa OCT LT T& RUDGET VART ANCT FR Jud 0l Ti BUOGET VAR[ ANCE
m oct 31 Ta ™m uCT 31 16
AMOUNT PERLCT AMDUNT PERLCY AMOUMNT AMOUNT PERCT ANDUMNT PERCY AMDUNT  PERCT

REFUNDS AND REBATES 61.20- &l.00-
INTAL REFUNDS AND RFBATES &1.20 &l.00

DI SRURSEMENTS

MEOIA PRODUCT LN

TELEVISINON 104, 080.67 104,781 .00 W15, 219.82 415,220.00
Ilnlﬂ ﬁ-lﬂ\l-iﬂ \.;}5?.00 ‘-quri‘l, ﬂr!‘i!’-ﬂﬂ
MEWSPAPER 2:B95.64 2,89T7.00 T,4%32.28 Te433,00
MAGAT THE * I h55.56 3,456,00
NUTRCUR FACILITIFES 13:623.9T 13:,624.30
OTHER 320.02 320.00

TOTAL MEDIA PRONUCT IONM 1LL:034.94 11103500 %4, 344,08 4%, 345,00

MEDIA WsE

TELEVISION TImE 1:06T7:620.21 1+06T&620.00 TeTT%:199.75 T4775.200.00
RADID TIME 5T1.60T.5% ST1.638.00 1,089, T&0.89 1:09%,400.00
MEWSPAPER SPACE Gls 156417 blsT56.00 216, 218,01 211+597.00
MAGALI INE SPACE 2:062.00 2+0563.00 LB%, TeZ.27 189, 762,00
OUTDODR FACILITIZS - SPACE 102:662.00 102,8682.00
OTHER 290.00 290.00

TOTAL MEDIA USE Lo TR, 044,22 Lo TO3 s 04% .00 9373, 910.92 9+373,911.00

PERSOMAL SERVICES
TOTAL PERSDOMAL SFRVICES

TRAVEL
CNMMERC TAL TRANS=-NONRECOVER 99.88 120.00 2,266.57 2:%11.00
MEALS E LODGING 49.86 5J).00 2, 236,39 Z¢l1%.00
TOTAL TRAVEL 149, T4 150,00 4y 502.96 4,526, 00

NTHER YOTE-GETT ING
CAMPALITN MATER| AL $50.190.79 53.191 .00 643, T54.58 4643, 7%%.00
TOTAL OTHER YWOTE-GETTING SUsl90.79 5J:191 .00 643, T54.58 643, T55.00

TFFICE
T EL EPHONE 2,249.92 2,250.00
PNSTAGE AND DEL IVERY 219.68 220.00
OFFICE MATERIAL AND SUPPLIES 8,379.08 837900

TOTAL OFFICE 10,048,686 10+849. 0

:irnlusFEni our
! TOTAL TRANSFERS Ourt

TOTAL DISBURSEMENTS 1:B64,419.69 1,864 ,%20.00 124 TT:320.00 1Oy 4T77,32%.00

3&aR02 oOtO




T E R S ]

REFUNCS AND HEDATES
TUTAL REFUNDS AND REBATES

MEDIA PRODUCT IOM
TELEVIS1ON
RACIO
MNEWSPAPLR
MAGAL IME
CUTDOOR FACILITIES
GTHER
TOTAL MEDIA PRCOUCTION

MEDIA USE
TELEVWISIUN TIME
RADID TIME
NEWSPAPER SPALE
MAGAZ INE SPACE
DUTDUOR FACILITIES - SPACE
OTHER
TUTAL MEDIA USE

PERSONAL SERVICES
TOTAL PERSUMNAL SERVICES

THAVEL
COMMERCIAL TRANS-AUMRECOVER
MEM > € LODGING
TUTAL TRAVEL

OTHER VOTE-GETTING
CAMPAIGN MATERIAL
TUTAL OTHER VUTE=GETTING

OFFICE
TELEPFONE
POJT AGE AND CEL IVERY
OFFICE MATERIM AMD SUPPLIES
TOTAL OFFICE

TRANSFEHS wuUT
TuTAL TRANSFEAS QUT

TOTAL DISBURSEMENTS

ssssssssnsl L AR
FH NCY Ul T4
U ACV 22 &
AMDUMNT

ZBBs 5=
£dE« 15

DISBLRSEFENTS

PERLCT

ST CEMCCHATIL valsinent
CLPFPLITEE IMC

RESPLASIPILITY CENTEM ENPEMSE WEPUKD
PR lA=d HBFS FLLN

;nt LAFPA Tul

EnN 1 PEAR IO Covanncnnsnas

EUduLL 1 Vil | ANC L

il"‘i..liil.iiiii*i .-“-

Fe JuN vl Te

T Hu¥ 22 Te

AFCLNT FERLT  AMLUUNT

ZhB-
£88

AMLUNT

349,35
3%5.35

41521982
4y 292.061
Te32. 20
3,455,568

12623917

&4h,

T+ 7715,
Le DBSy
21L&,
LE9,

320.02
l44,.08

199.75
T80.89
216.01
162.27

102y e2 .00

(CEYEN

£90.00
f10.92

iy 288,57
2059 1-Th
43 880.31

LT E M
41,

2y

T54.58
T54.58

249,92
219. 68
2719.06

10+ 848 .68

ZBA=10,%TT,

189.40

PERCTY

ATTACHMENT 7

T 0 DA VT Essssnsanssinsans
BUDGE T VARIAMCE
ARDUNT PERCT

ARCUNT  FERC

&l.00=
&61.00

200-412.7
208 AT2.7

415,22C.00
44292.00
Ted33.C0
3sA58. 00
13,62%.00
320.00
Ahky345.00

T:175,200.00
1094 ,400.00
éll«597.00
189,;762.00
102s8842.00
290. 00
9:373,911.00

2y4l1.00
2+470.C0
4,881.C0

£43,755.00
643, 755,00

2:250.00

220.00
8,379.00
10y 84%9.00

10,477,680.00

36800 0QT0_




U AT S, ]

REFUNDS AND REBATES
TOTAL REFUNDS AND REBATES

MEDIA PRODUCT IDM

TELEVISION

RADID

HEMSPAPER -

MAGAT INE .

DUTDOODOR FACILITIES
OTHER

TOTAL MEDIA PRODUCT IDM

MEDIA USE
TELEVISION TIME
RADID TINE
MNEMSPAPER SPACE
MAGALIMNE SPACE
OUTDOOR FACILITIES - SPACE
OTHER
TOTAL MEDIA USE

PERSCHAL SERVICES
TOTAL PERSOMAL SERVICES

TRAVEL
COMMERCIAL TRANS-NDMRECOVER
MEALS €& LODGING
TOTAL :TRAVEL

OTHER YOTEe=CETTING
CAMPAIGH WATERJAL
MEET INGS
TOTAL -OTHER VOTE-GETTING

OFFICE
TELEPHONE ’
POSTAGE AMD DEL IVERY
OFFICE MATERIAL (AND SUPPLIES
TOTAL OFFICE

TRANSFERS OUT

7 71978 DEMOCRATIC PRESI
COMMITTEE

RESPONSIBILITY CENTE
MEDTA=J RA

ssssssssssC URRENT
FR NOY 23 T&
TO WOV 30 Té
AROUNT PERLCT

BUDGET

AMDUST PERCY

DISBURSEMENTS

ﬁf:zfn Eamry 164

R EXPENSE REPDRY
F5HOOM

P E . l u n?-".""‘-.‘ ."..I'.I.".".‘" l ‘ .

VARTAMCE FRJum 01 T&
To mov 3 Ts

AMDUNT ¢ AMOUNT

349.35-
349.33%

413,219.62
4y 292.83
F:432.28
3,455,546

13:623.97
320.02
444,344,080

TeTT5: 19973
1+089, TEO. 8%

- 218:216.01
109, 762.27
102, 842.00
290.00
2373:910.92

2|III-51
2959174
4,880.31

643, T34 58
$00.00
A, 254.58

2;249.92
Zhh.le

8, 379.08
10,873.18

PERCT -

ATTACHMENT 7

TO DAT Eassssssancndanns
AUDGET VAR] ANCE
ARDUNT

PFERCT ARDUNT © FERCY

I00=4AT2.T
108 AT2.T-

&1.00—
&l.00

- 415,220.00
49 292.00
T+433.00
3,456. 00

13,624.00 .
320.00 .
- &%y 345. 00

« TaTT9,200.00

1+ 094; 400, 00

211.397.00

- 189, Te2. 00

- 102,862.00

290.00
9,373, 711.00 -

241100
La8T0=00
49881, 00

553, T35.00
43, T55.00
2+250.00 -

220.00

8, 3T9.00 .
1 109 B4, 00




1975 DEMOCRATIC PRESIPENTIA Cavbaice
COMMITTEE INC

RESPONSIBILITY CENTER EXPENSE REPORT ATTACHMENT 7
NEDIA=J RAFSHDON

sssnssdnssl UR RE MT P ERIDDicascsscses snusnassansncsscss  E AR TO DA T Cacecncasssanisnan
FR WOV 23 T& BUDGET VAR] ANCE R Jum 0] Té BUDEET YARIANCE
TDO NO¥Y 30 Té T MO¥ 30 Té
AROUNT PERCT AU T PERCT AMOUNT AROUMT PERCT AROUMT PERCT ARDUNT PERCT

TOTAL TRAMSFERS OUT
TOTAL DISBURSEMENTS 324.50- 325 104ATT,913.TO

-—

-
—

JsB00 OTO
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ATTACHMENT 7

TLE OA T Ecnaasnnnssnssnnesn

PULGE T VARTANCE

ssssnansssssuasnn’ 4 E
FE VR 9L T

Ll
PrucH

sassennsnsh U 1 I ¥ L % §j L Nassssassnas
R Wl O: Te BLiGLecT i lelLl
TC DEC 21 1M¢& Il LeL
ARLUNT PERC] AYCLAI FERLT AR dIRY ARLLUAT LMOLNT

PERLCT APQUMT  PERCT

HEFUMNLS AnD AEBATES
TuTaL PEFUNDS M40 SIRATES

4%, 2o
VG 15

41.00-
&l.00

2B0-472.7
200 AT2.T

DISBLR3L FINTE

MEDIA PROLUCTICMH

*
-

‘
-
-

IR AR L S

®
L
L
[
®
®
@
e
L
@
s
w

TELLVISIGH
RADI O
NEWS PAPER
HAGA L INE
CUTDOOR FACILITIES
OTHLR
TuTAL MEDIA PRULUCT ION

MEDIA USE

TELEVISION TIME
RAGIU TIME
MEMSPAPER SPACE
MAGAZ IHE SPACE
CUTUCOR FACILITIES - SPALE
OTHER
TOVAL MEDIA USE

ERSCNAL SERVICES
TOFAL PERSLMAL SERVICES

RAVEL
COFMERCI M TPANS-MNIMLECCWER
REALS L LUDWING

TUTAL TRAVEL

THER WUTE=LLTT NG
CAMPAIGN MATERI M
MEET INGS
TUTAL CIHLE VUIL=Lell NG

FFICE
TELLPHONE
POST AGE AnND DEL IVERY

OFFICE MATEREAL ANC SUPPLIES

TuTAL GFFICE

hllli![ﬂ& T

45, 404.50
14:0 25,51
2,872,217

62y 2d0.CE

Ly TCH.44
LleT5¢€,34
lp2Bl.bb~

LTs175.14

1:837-5%

1:837.5"

Ly 3T Ta 4"
GpdTTah®
TeTE2.50
Slpuda. T3

4B TEE B

624220

&y TOS
L 756

Ladlid=

L7079

Lad 2L

INLEL

he ATT
& 2T T
Telat
&1 ,00%

iy THS

AiDphdh.td
IFe 332. 5%
e ¥ 755

Joa55. 54
1322397
3lo.u2

S0¢fscokalt

TeTE 1904, 19
Le lU1e537.23

214y 534,317
iFS.Te2.27
Iss 822,00

£90.00

Te 251y 050.06

hy 128,12
L8 59laTa
Es 11788

bake 13:.02
e LTI ]
tAEytada03

10,013.82
4ly 2nB.09

Ee ATS.00
LSyonul.T9

Hl%,ad0.00
4,292.00
Tedd2.00
3 A5¢.00

12, 624,00
320.00
444, 345.00

Te115,20C.CO
le0%4%,400.0J
ille257.C0
189, T62.00
10is862.00
2%0.00

o313 Fl1.00

iedll.00
deh10.00
4. 881.00

€43,7%5.00
643,755.00
2,250.CC
220.00

By 37%.00
10,849.00

1715
122
1,037

4,011
00
4,077

Telad
41,029

&B.TH3




CIST IR TN, T

TwLlaiL TWBRSFLKS CuT

TUTAL DISPUPSEMENTS

sheny WP 0@
RN RN
le . Lilbhe Y] !
Folat=01 | M

Piom L
BLUGLT

ssnsnsmewsl UMW 4 ¢ & |
FH gL D1 T#
Tu el 31 58
AFE_UkT PFErC]

AECLAD FERCT

ELTE LY

famancasnans

wl

semssaesaaenwwunn’
Ik JUk Ul 7
IC LEL 21 T¢
LUy FILLT

Vb pwleLE

WS |

13,4565 Ivsnlis ™Mb %%

ATTACHMENT 7

A R
BUDGE T

ARTUNT

LOy&77y&080.00

PERCT

1O U AT Eesrasnsasnssnnnass

VARLANCE

AMCLNT  PERCT

134,717 1.3

——-—=38R00 = 0T0




ATTACHMENT B
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FEDERAL ELECTION COMMISSION

1% b SIREET N W

WUASHINT T | ) 2§

Robert Lipshutz, Esquire

Treasurer

1976 Democratic Presidential Campaign
Committee, Inc.

The White House

1600 Pennsylvania Avenue, N.W.

Washington, D.C.

Re: MUR 977(79)
Dear Mr. Lipshutz:

This is to inform you that the Federal Election
Commission has found no reasonable cause to believe
that the 1976 Democratic Presidential Campaign
Committee, Inc., violated 2 U.5.C. § 441b(a) by
accepting in-kind contributions from Gerald Rafshoon
Advertising, Inc.

The cooperation of representatives of the
Committee in resolving this matter is appreciated.

The file in this matter is now closed.

Sincerely,

William C, Oldaker
General Counsel

Fonald D. Eastman, Esquire
Cadwalader, Wickersham and Taft




FEDERAL ELECTION COMMISSION

2% K STEFET MW
WASEING IO 10, J0h 4

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. William Stack

General Counsel and Chairman

of the Board

Rafshoon Communications, Inc.
Suite E 114

1401 W. Pace's Ferry Road, NW
Atlanta, Georgia 30327

Re: MUR 977(7%)
Dear Mr. Stack,

This is to inform you that the Federal Election
Commission has found no reasonable cause to believe
that Gerald Rafshoon Advertising, Inc., violated
2 U.5.C. § 441b(a) by making in-kind contributions
to the 1976 Democratic Presidential Campaign Committee,
Inc.

Your cooperation in resolving this matter is
appreciated.

The file in this matter is now closed.

Sincerely,

William C. Oldaker
General Counsel
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William C. Oldaker, Eaq.
General Counsel

Federal Llectlon Commissoion
1325 K Street, H.W.
Washington, D.C. 20463

He:
Dear Mr. Uldaker:

This letter, on behall of the 1976 Democratic Presi-
dentlal Campalgn Committee, Inc. (Committee,, 1s in response to
your lettepr of June 8, 1979. In your letter, you advised the
Committee that the Federal Election Commission (Commission) has
found reason to believe the Commlttee may have violated 2 U.S5.C.
§ 44lb(a) by accepting in-kind contributions lrom Gerald Rafshoon
Advertising, Inc. (lHarshoon Advertising or the Agency), purport-
edly in the form of credits extended over and above the $10.5
million contract price for advertising for the 1976 general
election.

On May 17, 1977, the Committee provided you with a
preliminary review of the facts. Based on the information avall-
able, the Committee advised that it had not received an in-kind
contribution from Rafshoon Advertising. Since then, the Commis-
sion's General Counsel and staff have conducted an extensive
investigation of Agency and Committee records, including deposi-
tions of Committee and Agency personnel. A thorough review of
all the information available confirms that:




William C. Uldaker, Esqg.
August 13, 1979
Page Two

(1) The Committee did not recelve a contri-
butlon.

(2) The Agency never advanced funds to or for
the Commlttee in amounts that exceeded recelpts.
It never had to because Committee payments at
every point in tlme exceeded Agency expendltures.
The agcount was nlways "cash ahead."

(3) The Agency earned a normal, commerclally
reascnable profit on the entire transaction.
Indeed, the total commission earned -- 14.65
percent on commlsslonable items —-— wWas well
wlthin the normal range the Agency earns.

(4) 'The course of conduct was commercially
reaagonable and similar to that between the
Apency and numerous other ellents, both
political and non-political.

The Committee understands Halfshoon Advertising 1is
providing you with & summary of the information concerning 1te
treatment ol the Commlitee account. This letter summarlizes only
the facts ol the Committee's handling of the KHafshoon contract.

A.  The contract.

On Aupgust 12, 1976 the Committee entered into a con-
tract for 38,5%00,000 with lafshoon Advertising to handle cam-
palgn advertlsing natlonally. The partics negotiated four
letters of agreement for increases. The {'lnal increase, on
October 29, 1976, ralsed the contract amount to $10,500,000.
The Committee at all times viewed the cortract amount as a cap
that could not be exceeded. (L.12-=13). If there were expend-
ltures Iin excess of the cap, they would be the Agency's respon-
sibility. The Commlttee understood thils to be consistent with
normal commercial practlee In the advertising business.

118 Internal accounting procedures.

Becaune the contract requlred media involces to be pald
on the same day the Agency rendered them, the Commlttee had a
speclial procedure for processing Rafshoon Agency 1involces. After
the Committee's accounts payable department revliewed Agency
ilnvolees lor accuracy, Committee personnel typed checks by hand
rather than lollowling the lengthler machine preparation processes.
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Page Three

The accounting staf'f then sent vouchers to the service bureau

{a computer ascrvice that keypunched and provided printouts of
flnancial information) so that payments to Ralfshoon were treated
as a prepald item. A Committee employee, Robert Andrews, was
responsible for reviewlng the checks lor accuracy and approving
them for immedinte payment, by preparing a check request form.
(L.3=4). 1/ The checks themselves were forwarded immediately

te or pleked up by Agency representatlves.

Joanna Lambert, the comptroller for the Committee, had
responnibillity for monitoring contract accounts. Ms. Lambert
used two computer reports to monitor the Rafshoon account. One,
the Responsibllty Center Expense report -- a 'lnanclal statement
printed twice & month -- was organlzed by cost centers. OUOne of
the BY cost centers in the system was strictly for media, to
menlitor the budget lor Rafshoon Advertising's contract. The
financial statement (Exhibit 1 to Ms. Lambert's deposition)
showed the actual expenditures f'or the current perlod, the
budget fop the current period and the expenditure and budget
year to date figures. In additlion, Ms. Lambert received dally
information on Involces pald in the Accounts Payable Expense
Distributlon report. Ms. Lambert used these reports to keep
track of expenditures 'or the medla cost center fo be certaln
the Committee did not excaed the contract. (L.b).

Between the October 1% and October 31 financlial state-
ments, Ms. Lambert nonitored the Rafshoon account by maintaining
a running balance of expendltures, based orl the dally expense
distribution reports. (L.0=7). The worksheet she maintained
(Exhibit 2 to Ma. Lamnbert's deposition) showed the amount the
Committee had pald for each date llated. She alsg listed the
running balance for each date, as well as the revislons in the
contract amount and the dates that those revislons cccurred.

The Rafshoon transactlon at the end of the campaign.

Close to the end of October, Ms. Lambert advised

Robert Andrews that the Conmittee's expenditures were approach=-
ing the Rafshoon contract amount. She asked him to check her
record of expenditures with the Rafshoon Agency. Ms. Lambert
was concerned because 11 an expendliture had been miscoded and
reported in another account, the campalgn would be running over
the contract amount. Mr. Andrews Informed Msc. Lambert that the
Agpency suggested the Coamlttee not pay anythling more at that
time, because media credits due the Apency would likely keep any

net expenditures to or below the contract amount. (L.12-13).

wee wlll refer to the deposltion of Joanna Lambert as (L. 1




Willliam C. Oldaker, Esgy.
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Thereafter, the campalgn continued to recelve involces
and eredit memos from the Agency. The Committee contlnued to
produce vouchers for these involces and credit memcs, but did
not pay them. The Committee accounting department used a dif-
ferent type of voucher, marked so that 1t would not be paid.

The Committee kept a record of these lnvolces on an "open item"
List. The purpose was administratlive -- to aveld having invoices
which had not been processed. Involees contlnued to come 1n
after the election. (L.12-14).

After the election, Ms. Lambert continued to use the
Committee's computerized records to monltor the contract. The
November 22 printout showed payments of $10,477,389 on a con-
tract amount of $10,500,000. The Committee was still under
the contract amount. The December 31 report was the first
report that showed expendltures and unpaid involces 1in excess
of the contract cap. UHowever, the Comnlttee stlll was not over
the contract amount because, Ms. Lambert antlcipated, there
would be medla credits comlng back in amounts sufficlent to
keep total amounts within the contract cap. (L.20-22). 2/

L. Post clection wrap up.

In February 1977, the Agency requested that the Commit-
tee pay the balance of the contract. The campalgn sent the
Agency a final payment in the amount of $25,997.95. Ms. Lambert
wrote off open items remalning after the Comnlttee made the pay-
ment. (L.24-25). She dld not believe the Committee owed money
on the contract, nor did she belleve the Committee would recelve
any credits from the Agency. This was a $10,500,000 contract,
which the Committee fulfilled. (L.14=15). Ms. Lambert under-
stood that the Agency anticipated thepre would be enough medila
credits coming back to cover any ltems beyond $10,500,000 that
were not reduced by the final payment. (L.15).

A member of the FEC audlt staf'f was auditing the
Commlttee's books at the time; Ms. Lanbert reviewed the contract
and how the Commlttee intended to handle the write—-off wlth the
auditor. The auditor expressed nc problem with it. (L.25-27).

2/ While Ms. Lambert, like other campalgn officials, viewed
the contract as one with a cap, she also understood there
were other sources of funds 1f, feor some reason, the
Conmlttee had to pay amounts In excess of $10.5 nillion.
In short, even 1f there were no cap, the Conmittee had no
reason during or after the electlon to acceplt a contribution
'rom the Apmency.
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A change in reporting At the request of the
BomitiNslonteratel o
In July of 1977, Commission auditors reviewed the
Committee's books from January 1 of 1977 through June 30 of
1977 == the time when the wrilte-off of the Rafshoon oren items
occurred. The auditors had complete access to the records of
the transactlion. (L.30). MNevertheless, until November 1978
none of the Commission's audltors questioned the treatiment of
the Hafshoon account. At that time, the audltora requested that
the Committee disclose the amount of open ltems in excess of
£10,500,000 which had not been reduced by media credits as a
11ability on the Committee's FEC reports, with the followlng
explanation: "Advertising —- this was part of amount 1ln excess
of contract price pald, which it is antlecipated will be liqul-
dated with additional credits from media to the Agency during
the normal course of business."

vegplte the ract that the Commlttee complled with
the auditor's request, neither the Commlittee nor the Agency
consider the open 1tew nount not reduced by medla credits a
ebt. As we noted in our letter of May 17, the Coumlttee had
digscontinued reporting the balance as a llabllity tn the Commis=-
sion and on 1te books as of March 31, 1977, since the contract
commitnent had been fult'illed. The balance could noe longer be
recorded as a potential 1tlability; 1t did not represent a pay-
uble due by the Commlttes. To the best of the Commlttee's
knowledre, the Arency listed these amounts In lts record flle
for the Committee for internal recordkeeplng purposes; the
amounts were not recelvahles and lndeed reflected amounts which
the Agency anticlpated would be reduced by medla credits.
Further, Ms. Lambert understands the amounts were taken off the
Hafshcon books as a recelvable with the approval of Raflshoon's
auditors. (L.33).

Concluslion.

In conclusion, the Committee exerclised sreat care in
assuring that 1t did not make expendlitures 1in excess of the
contract amount. It relied on the commerclally reasonable
Judgment of the Agency that any amounts In excess of the con-
tract cap would be reduced by media ecredits. The depositions
of Mary Ann Willlams and Albert Beerman confirm both the
reasonableness of that judegment and the accuracy of the
Agency's estimate of the total impact of the credlts.
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The Touche Ross summary of recelpts and disbursements
on & cash basis confirms that the Agency did not extend credit
to the Committee. The Agency was always "cash ahead" in 1ts
relations with the Committee. The fact that involces at some
points exceeded $10,500,000 does not reflect any extension of
credit. The Agency knew that media credits would reduce any
amounts 1n excens of the contract cap. In fact, in October,
Ma. Willlams bellieved the Agency would ultimately owe the cam-
palgn money, because the credlts ultimately would reduce the
Agency's expenditures below $10.500,000. The credits have in
fact come close to doing that.

Finally, the entire transactlon was commercilally
reasonable. The partles negotlated a contract, and each side
met 1ts oblipgations under the contract. The Apgeney provided
the sepvices sought for the conslderatlon apreed to (no more
and no lesas), and 1t made a falr, reasonable and expectable
proflit.

The Committee did not recelve a contributicon from
Hafshoon Advertisine in any 'orm. The Commission should take
g further actlon in this matter.

Very truly yours,

'Lr..J;. /q Wt‘MS

HHonald D. Eastman

Lynda S. Mounts

Counsel lor the 1976
Demoecratic Presidential
Campaign Committee, Inc.
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August 13, 1979

Mr. William C. Oldaker
General Counsel

Federal Election Commission
1325 K Street N. W.
Washington, D. C. 20463

Re: MUR 977(79)
Dear Mr. Oldaker:

In your June B, 1979 letter you asked for a submission
of any factual or legal materials which are relevant to the Com=-
mission's consideration of the captioned matter. This is a formal
reswvonse to that request by Gerald Rafshoon Advertising, Inc.

(the "Agz2ncy™) now known as Gerald Rafshoon Communications, Inc.

The Agency did not make in-kind contributions to the
1976 Democratic Presidential Committee, Inc. (the "Committee"™) in
any form.

On August 12, 1976 the Agency contracted with the
Committee to provide campaign advertising and services with a
budget ceiling of $8,500,000 on a "cost plus commission" basis.
By the end of the campaign, the budget ceiling had been increased
to $10,500,000. Conseguently, the Agency would realize a com-
mission of $1,575,000 (.15 of the budget) less the full amount of
any budget overruns or, in the alternative, less the commission
an any amounts expended under the budget amount. This commission
arrangement and amount was normal for the Agency's political and
non-political clients. Furthermore, I alsoc believe it would be
a normal commission arrangement and amount throughout the adver-
tising industry.

Excluding the Carter Democratic Nomination Campaign,
average monthly Agency billings were approximately $350,000. The
campaign billings immediately increased volume to approximately
twelve times that amount, i.e. $4,200,000 per month. Consequent-
ly, the Agency's accounting department was to be challenged by
the vast increase in transactions and money it was to administer.
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In the course of the 75 day campaign, the four members
of the Agency's accounting stafll prepared or processed over
21,000 checks, purchase contracts, involces media refunds, depo=-
sits and other transactions in addition to the usual workload of
the Agency.

The Agency's accounting system was designed to control
the sources and applications of Funds, avoid exceeding the
contract budget, and assure normal profits. It was not designed
to produce information about specific client transactions of the
sort later requested by your staff. As a privately held busi-
ness, the Agency did not anticipate the need to report its finan-
cial transactions as would a campaign committee or a government
requlated company.

When your staff began requesting information of the
Agency, 1 discovered the tollowing:

l. Their questions were based on invalid assumptions
respecting the accounting system of the Agency and the data
transmitted by the invoices.

2. Factual responses to thelr ¢uestions could not be
provided without a reconstruction of all the transactions between
the Agency and the Committec.,

In addition to incorrectly assuming the information
requested was readily available through the Agency's accounting
system, your staff incorrectly assumed that the invoices trom the
Agency to the Committee represented formal billings which created
"accounts receivable" and "accounts pavahle" for the Agency and
the Committee, respectively.

The invoices were essentially memoranda between the
Agency and the Committee accounting departments, usually supple-
mented by oral communications. Invoices were forwarded to the
Campaign Committee bookkeeping department as memoranda to com—
municate anticipated media expenditures, anticipated media com=
missions, collected media refunds, actual production expenses,
and earned production commissioas. The yaps created by these
multiple purposes were understoord and resolved by the accounting
people involved, principally Mary Ann Williams for the Aqency and
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Joanna Lambert for the Committee. The oral supplements were
required by the volume and speed of the transactions.

However, accountants with preconcelved ideas of the
funceion of an instrument labeled "Invoice" could attach undue
gignificanve to it as a result of not understanding the
aceounting and communication system of the Agency. Consequently,
your accountants assumed the Agency's open invoices represented
accounts receivable Erom the Committee. This was not necessarily
the case and the confusion appears to be the source of the
Juestion of whether credit was extended from the Agency to the
Committee.

o be able to proyide factual answers to your staff's
gquestions, I rotained tlie accounting firm of Touche Ross &
Company to examine all of the Agency records and instruments
related to the General Election and te prepare an analysis and
reconatruction of all of the transactions. This was a major and
expensive undertaking consuming over 500 aceountant hours Ln
addition to staff and professional time ol the Agency and the
Committon,

The Touche Hoss analysis f[ocused on cash transactions Aas
the only true reflection of what happened. An analysis of
invoices was also undertaken to be able to answer certain speci=
fic Qquestions presented by your stafll.

lmmediately uwbon completion, the Pouche Ross report and
work product were made avallable to you and your staff together
with all records of the Agency for your independent verification
and analysis. By this reference, the documents and records pre=-
vicusly given vou and your staff are incorporatcd in this
response.

The facts reflected by the report déemonstrate the
following:

l. From the Committee, the Agency received cash
receipts of 510,500,000 producing a gross profit of $1,559,000
which was .149 of billings, an amount within 516,000 of the
budget and well within the normal profitability range for the
Agency and the advertising industry.

2. The Ageéency did not éxtend credit over and above the
S10,500,000 contract price. [t spent 58,941,000 and realized a
profit of 51,559,000 for a total of $10,%00,000 in increments
which were timely received from the Committee.




Mr. William C. Oldaker
August 13, 1979
Page 4

i. Cash receipts from the Campaign Committee always
exceeded Agency expenditures. The Agency never advanced funds
for the Committee.

4. Notwithstanding the unprecedented volume increase,
the Agency Accounting Department was remarkably successful in
managing to bring the campaign to a conclusion within $16,000 of
budget, a de minimis variation of only .0015 of $10,500,000.

Following receipt of the ceport, you and your staff have
had available all of the records of the Agency and the Committee
which you have studied and verified over the past two months.
¥You and your staff have also interviewed Committee and Agency
employees and taken depositions of representatives of the Agency,
the Committee, and Touche Ross. This is all, of ecourse, in addi-
tion to the FRC Audit Staff's review of the matter while auditing
the Committee over the past two years.

We have fully cooperated without reservation. From the
data, source documents amd testiwmony supplied your staff, 1
believe we have demonstrated that the Agency did not violate
2 UBC s441lb{a) by making in=kind contributions to the Committee
and that no action should be taken against the Agency. [ trust
you have reached the same conclusion. However, plcase advise if
you have any further (uestions.

Very trul
F e

WJS5/im
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August 12, 1976

1 A

19 AUG NI 02
Pobert ~ndrevs -
1976 Democratic Presidential Campaign Cer—itzee Corp. r FL&IEIIT‘S .'
Atlanta, Georgia e 1A

MNe, | -
Dear Mr. Andrews: Ll TR 4

This letter will serve as an acrsement between Gerald Rafshoen Adverzising
and the 13576 Democratic Presidential Caspaign Committee Corporation.

Pafshoon Advertising wWill contract for placeman: of 2ll media for the
General Election as well as for printing and preductien of collateral
materials.

The agvertising and production budger will be B.5 millics dollarcs,

AaZshoen Advertising will bill the campiigr as fellows:
comissicnable mecia will be Silles a2z sross [(includes
Agency cormission).

non=-commissionable items,
Printing, type, ets,, wWill ks
15\ agency commission.

Al creative ars time wi
B T L T P R = ¥ 3
J""‘-ch‘1=l~.-c._,f AEL  fiwg et J}q .3,‘,.&{.{ e <0 Fen H‘ "

All »ul o0 paolel exyensas,
be billed at agency cost.

-
+ -
-

The agency will bill the campaign on 2 daily basis. Media invoices vill pe
rendered with agreed upen codes by 10 a.m, and checks will be available
£rom the campaign by 5 p.m. that dav. Production inveoices will De rendered
weekly and payable in sever éays.’

The agency will request afficdavics (2s raguizes oy lawl., The agency will
mainsain affidavi=s ané supporzing cocutants reseives from the npedia,
and vendor invoices for productzion as wall 2s Sack-ur materials for ous

of pocres axpenses. This informatzion will be availaSle for auditing 60
days af=er the election.

i W p .
/\ A "); ’-",iii:'] ‘ﬂ« I:.‘""}X AL

‘Geralé M. Rafshoon

President . ?MJML

1422 Wes! Peachires Siree! NW/Atlania, Georgiz 30208/Arez Code (204) 2%2-3381
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FEDERAL ELECTION COMMISSION

1325 K SIKEED MW
WWASHING IO [

MEMORANDUM TO: CHARLES STEELE ‘K

LA
FROM: MARJORIE W. EMMONS }I-} (

DATE : JULY 11, 1979
SUBJECT: mgm 977 (79) - Interim Investiocative
Report Aated 7-9-79: Received
in OCS 7-10-79, 19:32
The above-named document was circulated to
the Commissicn on a 24-hour no-objection basis
at 4:00, Julvy 10, 1979,
There were no objections to the Tnterim Investicative

Peport at the time of the deadline.




July 10, 1979

MEMORANDUM TO: Marge IEmmons
FROM: Elissa T. Garr

SUBJECYT: MUR 977

I’laas¢ have the attached Interim Invest Report

on MUR 977 distributed to the Commission.

Thank you.




BEFORE THE FIEDERAL ELECTION COMMISSION

in the Matter of

MUR 977(79)
The 1976 Democratic Presidential
Campaign Committee, Inc.
Gerald Rafshoon Advertising, Inc.

INTERIM INVESTIGATIVE REPORT

On June 5, 1979, the Commission found reason to believe that
the 1976 Democratic Presidential Campaign Committee, Inc. ("the
Committee”) and Gerald Rafshoon Advertising, Inec. ("the Agency") had
viclated 2 U.S5.C. § 441lb(a). On June 14, 1979, the Commission
authorized the issuance of orders to facilitate the investigation
of this issue. Subpocnas for the production of documents and

reguesting appearances for depositions were mailed on June 19.

Responses to the subpoenas received from attorneys for both
respondents included the suggestion that any on-site investigation
by staff members of the Office of General Counsel and the depositions
be postponed from the last week of June until the week of July 9
in order to permit completion of a study commissioned by the Agency
of the cash flow related to its 1976 contract with the Commitiee.
This Office agreed to the suggested postponement. OGC staff members

will be in Atlanta, Georgia, beginning Juiy 9 to undertake an investi-

gation of the respondents' books and accounting »rocedures and to

take depositions on July 11. \\\
(

DAte William C. $ldaker
General Counsel
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June 29, 1979

Mr. William C. Oldaker

General Counsel

Federal Election Commission A ;
1325 K Street, N. W. 30295
Washington, D. C. 20463

Re: FEC Audit/Gerald Rafshoon Communications, Inc./
1976 Democratic Presidentiai Campaign.

Dear Bill:

Il have received your June B, 1979 letter. After several
telephone discussions with you and Ann Weissenborn in which I
attempted to communicate the size, complexity and cost of gener-
ating the accounting data you appear to be asking for, I traveled
to Washington on June 19, 1979 to meet with you. At that meeting
I explained the following:

1) Gerald Rafshoon Communications, Inc. ("GRC") did not
"violate 2 USC §441b(a) by making in-kind contributions to the
1976 Democratic Presidential Campaign Committee, Inc."™ as queried
in your letter.

2) For GRC to assume the burden of proving that fact,
45 you indicated is necessary, requires accountants to compile
data from over 10,000 source documents (checks, invoices, depo-
sits, contracts, etc.) for this, and no other, purpose. I
explained that this task will be extremely expensive. Because
you advised the Federal Election Commission insists on having the
data, I have retained the accounting firm of Touche Ross &
Company to prepare it so I can swiftly give you correct and
complete answers to any specific questions you might have.

J) I explained the Touche Ross audit <ould not possibly
be completed before the first week of July. Touche Ross agreed to
pull from other jobs as many of thelr accountants as needed to
complete our task on a "crash™ basis because you said the Commis-
sion is insisting on an immediate response.
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4) Your witnesses and the records were available to you
on June 25, 1979. However, I suggested that you might want to
postpone your trip to Atlanta until after Touche Ross completed
its audit to enable dealing with specifics and to avoid com=-
pounding the cost and displacement caused by your ingquiries.

5) Special Prosecutor Paul Curran's office and the
Justice Department had recently studied GRC records relating to
the General Election. They estimated it would take an accountant
months to complete an audit of the type necessary to respond to
your gquestions about specific transactions and accumulations of
disbursements and receivables. 1 gave you the name of the chief
FBI accountant assigned to the matter so you could confirm the
scope and magnitude of the task as well as our complete coopera-
tion and effort to make all data and people available.

6) GRC is a private business for profit and in its nor-
mal course of business is not accustomed or required to develop
or maintain information of the sort you are requesting. Conse=
guently, accommodating your inquiry is a substantial burden and
distraction from its business. The cost of complying with your
request will clearly exceed $20,000. HNHonetheless, I explained
that T will cooperate to the fullest in helping you to swiftly
Lind all the pertinent facts you need for the Commission's find-
ings.

7y I am not a trial lawyer and am not familiar with the
administrative proceedings and powers of your Commission. Conse-
gquently, subpoenas, depositions, formal responses, etc. neces-
sarily distract from the task of rapidly developing the facts you
want because I then have to spend time considering and dealing
with formalities and technical legal issues raised. Like anyone,
I have a finite amount of time to distribute among my clients and
other obligations. Also, formalities tend to impede communica-
tion and cooperation as they introduce an adversary climate, even
among people working toward the same objective. I suggested that
we mutually cooperate and that you disengaye the formal proce-
dures unless you feel they are necessary because you are not
accomplishing at least as much informally. This works well in
private practice and with other investigative agencies without
compromising effectiveness or duty. Of course, if we should
disagree on any point, you would have your formal powers and we
would have our rights.

8) Maryanne Williams, the GRC in-house bookkeeper for
the general election, is not now an employeec of GRC. Together
#1th three partnevs, she opened her own advertising agency within
the past month and must rely on it for her livelihood and support
of her daughter. [ asked that you consider the importance of her




Mr. William Oldaker Page 3
June 29, 1979

time and the Eact that other government agencies have engaged in
similar "fishing expeditions” -- thus far usually prompted by spec-
ulations of newspaper reporters which investigations have proved

to be unfounded. The aggregate burden of such expeditions can

be overwhelming to an individual who must concurrently earn a
living and raise a family. Maryanne has been devoting her eve-
nings, weekends and part of her working days to these efforts.

Also at our June 19, 1979 meeting, I asked that you be
less vague about the gquestions of the Commission to increase the
speed and reduce the expense of assisting ycu in this matter. To
date, I have had no response to this request.

1 have told you I have complete respect Eor your Commis-
slion and agree with 1ts objectives. [ have every intention of
cooperating fully, developing all the pertinent lacts as guickly
and completely as possible, and providing those racts to you
without reservation. I have asked that you help do this effi-
ciently by being specific, limiting your reguests to the essen-
tial and substantive matters, and ayreeing to reasonable time
frames for supplying data and other responses.

I trust this responds to your reguest for documentation
of our conversation in Washington as a "formal response" to your
June H, 1979 letter and subsequent subpoenas.

Very truly-?0q;s§;-,. -

Pk
AM J.

e
‘;fﬁ —
stack, Jr.
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Mr. William C. Oldaker
General Counsel

Federal Election Commission
1325 K Street, N. W.
Washington, D. C. 20463
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FEDERAL ELECTION COMMISSION

1005 W STREET SNW
VAASHIN T 1 Midn |

June 19, 1979

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Ms. Mary Ann Williams

c/o Rafshoon Advertising, Inc.
Two Northside 75

Atlanta, Georgia 30318

Re: MUR 977({79)

Dear Ms. Williams,

Please find enclosed herewith a subpoena for
production of documents and requesting your appearance
for deposition on Wednesday, June 27, 1979.

Pursuant to Commission regqulations (11 C.F.R.
§ 111.12), you will receive under separate cover a
witness fee for your attendance.

If you have any guestions, please contact Ms, Anne
Weissepnborn, the attorney assigned to this matter, at
(202) 523-4000.

Sincerel

4 4e)

William C. Oldaker
General Counsel

Enclosure
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Juna 14, 1979

CERTIFIER MAIL
HETURN RECUIPT REUUESTED

M. Mary Ann Williams

c/o hafshoon Advertising, Inc.
Two Northside 75

Atlanta, Georgia 3031H

Re: MUk 277(79)
sear Ma. Williams,

"pRase find enclosed horewith a subpoena for
production of documents and requesting your asrearance
for :lejosition on YVednesday, June 27, 1979,

I'ursuant to Commission regulations (11 C.R.R,

4 111.12), you will recelve under separate cover a
witiaess feo for your attendance.

If you have any questions, pleasc €ontact Ms. Anne
wWelasenborn, the attorney assigned to this matter, at
(BOZ) 3231-4000.

Sincerely,

Wilkhiam C. olkdaker
Ceneral Counsel

Lnclosure




UNITED STATES OF AMERICA

FEDERAL ELECTION COMMISSION

subpoena to Proauce Certain D

ana to Appear_Lor Oral Deposl

977 (79)

Ms. Mary Ann williams

¢/0 Halancon AQvertising, Inc.
Two Northside 75

Atlanta, Ceorgia 30318

The PFoederal Election Commission, pursuant to 2 B.5.C.

§ 43Ta(aj(3), hereby subpoenas all documents under the control
ot halsnoon Advertising, Inc., and of the Marcus Group related
tie tinancial involvement of Gerald Rafshoon Advertising,
lnc., with the 1976 Democratic Presidential Campaign Committee

("the Committee") and requires that these documents be made
available for inspection by CommissSion representatives on
June 25, 1979, at 9:00 a.m. at the office of Willliam Stack,
bsquire, 1401 W. Paces Ferry Foad, N.W., Atlanta, Georgia,
on June 25, 1979, at 9:00 a.m.

In addition, you are nereby subpoenaed to appear for
oral ueposition with regard to the Commission's investiga-

ol 4 pussible viclation of the Federal Election Campaign

1971, as amended, by Gerald Hafshoon Advertising, Inc.




SUBPOENA: Mg, Mary Ann Willliams
The scope of the examination will include, but not
necessarily be limited to, all information relevant
to determining whether Gerald Rafshoon Advertising,
Inc., extenoed credait to the Committee outside Ehe
ordinary course of business which resulted in the
making of a contribution by Gerald Rafshoon Adver tising,
In¢e., to the Committee 1in violation of the Federal Election
Campaign Act of 1971, &as amended.
motice 1z hereby given that the deposition will be
taken at sulte 600, L27 Peachtree Street, N.W., Atlanta,
Georgtia, on wednesday, June 27, 1979, at 10:00 a.m.
WHEREFORE, the Chairman of the Federal Election
LCommissicon has hereunto set his hana at wWashinqton, D.C.

-

on this |§=Say ot June, 1979.

B,

bert O. Tiernan, Chairman

Federal Election Commission

ATTEST :

the Eummlsslon




FEDERAL ELECTION COMMISSION

11% kK 51K ] S W
MUASEINE T I M

June 19, 1979

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

William Stack, Esquire

General Counsel and Chairman of the Board
Rafshoon Communications, Inc,

Suite E 114

1401 W. Paces Ferry Road, N.W.

Atlanta, Georgia 30327

Re: MUR 977(79)

Dear Mr. Stack,

"lease find enclosed herewith a subpoena for

production of deoecuments and reguesting your appearance
for depeosition on Wednesday, June 27, 1979.

Pursuant te Commission regulations (11 C.F.R.
§ 111.12), vou will receive under separate cover a
witness fee for your attendance.

If you have any questions, please contact Ms. Anne
Weissenborn, the attorney assigned to this matter, at

(202) 523-4000.
Sll‘h’.‘E!’E 1y, %/M
— _,_...-A...-{-'-r'

William C. Oldaker
General Counsel

Enclosure
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June 14, 1979

CERTIFILD MAIL
HETURN RECEIPT REQUEETED

William Stack, fsquire

General Counsel and Chairman of the Board
Hatshoon Communications, Inc.

Sulite ¥ 114

1401 W, Paces Ferry Road, N.W.

Atluanta, Georgia 3023127

Re: Mulk 977(79)

ivear JAr. Ltack,

Please find enclosed herewith a subpoena for
rrofuction of docunments and requesting your appeararce

For aepostiion on Yednesday, June 27, 1979,

'araunant to Commission regulationa (11 C.F.R.
y 111.12), you will reeceive under separate cover a
witnous fee for your attendance.

If you hav: any queations, please contact Ms. Anne

Welnsenborn, the attorney assigned to this mmtter, at
(U2} L24-4901,

Sincerely,
William Co.OQ@daker

General Counsel

g logur-




UNITLD STATES CF AMERICA

FELOERAL ELECTION COMMISSION

Subpoena to Produce Certain Documents

ana to Appear lot Oral Deposition
Re: MUR 977 (79)
To: William Stack, Esguire

General Counsel and

Chalrman ol the Board

fatshoon Communlcations, Inc.

1401 W, Paves lFerry Road, N.W.

Atlanta, Georgla

The Feaeral CLlection Commission pursuant to 2 U.5.C.
§ 437u(ajild), hereoy suppoenas all documents within the
control ot ralshoon Communications, Inc., related to the
tinancial tnvolvement of Gerald Ratshoon Advertising,
lnc., with the 976 Democratic Presidential Campalgn
Committee, Inc., ("the Committee"), and reguires that
these uvocuments oe nade available for inspection by
Cummission representatives at your office at 1401 W. Paces
Ferry koad, N.W., Atlanta, Georgia, on June 25, 1979, at
S:U0 a.m.

In addition, you are hereby subpoenaed to appear for

vral aeposition with regard to the Commission's investigation

as toc a pos=ible vielation of the Federal Election Campaign

Act of 1971, as amenaed, by Gerald Rafshoon Advertising, Inc.

1The scope 0b the examination will include, but not necessarily
be limitea to, all intormation relevant to determining whether
Gerala katszhoon Advertising, Inc,, extended credit to the

Committee vutsiae the orainary course of business which




- /2 -

SUBPOENA: William Stack, Esguire

resultea 1n tne making of a contribution by Gerald Rafshoon
Advertising, Inc., to the Committee in violation of the
FFfeaeral Election Campaign Act ot 1971, as amended.

Notice Ls hereby given that the deposition will be
taken at Suite 600, 127 Peachtree Street, N.W., Atlanta,
Georgia, on Wednesday, June 27, 1979, at 1:30 p.m.

WHEREFORE, the Chairman of the Federal Election

CommLss10n rqa nereunto set hic hanmd at washington, D.C.,

on tljlr}?ﬁa'f of June, 1979.

NOLAD. S o

!Hﬁwrt G. Tiernan, Chairman
Federal Election Commission

ATLES'] 3

aﬂﬁruiify to the Commission




FEDERAI ELECTION COMMISSION

1525 k STEEE T SN W
WEASHING TUPN [30 JTHG

June 19, 1979

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Ms. Joanna M. Lambert

Comptroller

1976 Democratic Presidential
Campaign Committee, Inc.

1795 Peachtree Road, N.E.

Atlanta, Georgia 30309

MUR 977(79)

Dear Ms. Lambert,

Pleuse find enclosed herewith a subpoena requesting
your appearance for deposition on Wednesday, June 27,
1979, and for production of documents.

Pursuant to Commission regulations (11 C.F.R.
§ 111.12), you will receive under separate cover a
witness fee for your attendance.

If you have any questions, please contact Ms. Anne
Weissenborn, the attorney assigned to this matter, at

(202) 523-4000.
Sincerely, W

William C.” 0ldaker
General Counsel

Enclosure
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CERTIFIED MAIL
RETURN RECEIFT REQUESTED

Ms. Joanna M. Lambert

Comptroller

1276 Democratic Presidential
Carmpaiygn Committee, Inec.

1795 Feachtree Boad, N.E.

Atlanta, Beorgia 30309

Re: MUR 977(79)

lear Ma. Lambert,

Please find enclosed herewitn a subpoena requesting
your appearance for deposition on Wednesday, June 17,
1479, and for production of documents.

Pursuant to Commission regulatiens (11 C.F.R.
> 111.12), you will receive under separate cover a
witness fee dor your attendance.,

If you have any questions, please contact !1s.

Weissenborn, the attorney assigned to this matter,
(202) 523-4000.

Sincerely,

wWilliam &. O&daker
feneral Counsel

Lnclosara

)
W
)




UNITED STATES OF AMERICA

FEDERAL ELECTION COMMISSION

Subpoena to Produce Certailn Documents
ancd to Appear for Oral Deposition

RE: MUR 877 (79)

I'o: Ms. Joanna Lambert
Comptroller
1976 Democratic Presidential
Campaign Committee
Room 206
1795 Peachtree Road, N.E.
Atlanta, Georgia 30309
The Federal Election Commission, pursuant to 2 U.5.C.
(3) ; hereby subpoenas all documents under the control
1876 Democratic Presidential Campaign Committee ("the
Conmittea") realated to its financial involvement with Gerald
Rafshoon Advertising, Inc., and requires that these documents
be made available for inspection by Commission representatives
« 1979, at 1795 Peachtree Road, N.E., Atlanta,
Georgia.
In addition, you are hereby subpoenaed to appear as
an official of the Committee for oral deposition with regard
to the Commission's investigation as to a possible vicolation
of the Faderal Election Campaign Act of 1971, as amended, by
the Committee. The scope of the examination will include,
but not necessarily be limited to, all information relevant
to determining whether Gerald Rafshoon Advertising, Inc.,
extended credit to the Committee outside the ordinary course
of business which resulted in the receipt by the Committee

of in-kind contributions from a corporation.




SUBPCENA: Ms. Joanna Lambert

Notice is hereby given that the deposition will be taken
at Suite 600, 127 Peachtree Street, N.W., Atlanta, Georgia,
on Wednesday, June 27, 1979, at 3:30 p.m.

WHEREFORE, the Chairman of the Federal Election Cnmm%ifion
has hereunto set his hand at Washington, D.C., on this IQ'—Udy

of June, 1979.

8. \La

Rdbert 0. Tiernan, Chairman
Federal Flection Commission

JHan Lo 7/ Lgy_f_;_fw

Secretagy to the Commission




FEDERAL ELECTION COMMISSION

WANHINGTOIN, (20 N6

MEMORANDUM TO: CHARLES STEELE 'ﬂL

FROM : MARIORIFE W, FEMMONS
DATE - JUNE 19, 1979

SUBJECT: SUBPOENAS IM RELATION TD MUR 977

The attached subpoenas, anproved June 14, 1979,

have been siaoned and sealed this date,

ATTACHMENT :

Subpoenas
1. Lambert
2. Williams

3. Stack




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of
MUR 977 (79)
1976 Democratic Presidential
Campaign Committee, Inc.
Gerald Rafshoon Advertising, Inc.

CERTIFICATION

I, Marjcrie W. Emmons, Secretary to the Pederal
Election Commission, do hereby certify that on June 14,
1979, the Commission aoproved by a vote of 4-0 the
recommendation, as set forth in the General Counsel's
Report dated June 11, 1979, to authorize the issuance
of orders to the following to facilitate the investigation
of the above-captioned matter:

Ms. Joanna Lambert
Comptroller
1976 Democratic Presidential
Campaign Committee, Inc.
William Stack, Esquire
General Counsel and Chairman of the Board
Rafshoon Communications, Inc.
Ms. Mary Ann Williams

Treasurer
Gerald Rafshoon Advertising, Inc.

Yoting for this determination were Commissioners Aikens,
Priedersdorf, Thomson, and Tiernan.

Attest:

Marjorie 7. Ermmons
Secretary to the Commission

Received in Office of Commission Secretary: 6-12-79, 7:44
Circulated on Exnedited Vote Basis: 6-12-79, 3:00




June 11, 1979

MEMORANDUM TO: Marye Emmons
FROM: I’!lissa T. Garr

SUBJECY': MUR 977

Please have the attached General Counsel's Report
on MUR 977 distributed to the Commission on an expedited
basis.

Thankyou.




BEFORE THE FEDERAL ELECTION COMMISS1ON

In the Matter of SLEA L R dd

1976 Democratic Presidential MUR 977(73)

Campaign Committee, Inc.
Gerald Rafshoon Advertising, Inc.

GENERAL COUNSEL'S REPORT

Pursuant to the Commissien's finding of June 5, 13789,
that there is reason to believe that the 1976 Democratic
Presidential Campaign Committee, Inc., and Gerald Rafshoon
Advertising, Inc., violated 2 U.5.C. § 44lb(a), the Office
of General Counsel recommends that subpoenas for production
of documents and to appear for oral deposition be issued
to Ms. Joanna M. Lambert, Comptroller, 1976 Democratic
Presidential Campaign Committee, Inc., 1795 Peachtree Road,
N.E., Atlanta, Gecrgia, to Ms. Mary Ann Williams, Treasurer,
Rafshoon Advertising, Inc., Two Northside 75, Atlanta,
Georgia, and to William Stack, Esquire, General Counsel and
Chairman of the Board, Rafshoon Communications, Inc., 1401
W. Paces Ferry Road, N.W., Atlanta, Georgia, in order to
bring this matter to a conclusion as soon as possible.

Consideration will be given to the issuance of a subpoena
to appear for oral deposition to Mr. Gerald Rafshoon once

the initial investigation in Atlanta is completed.




RECOMMENDATION

Sign the attached authorizations to issue orders to
faciliate the investigation of the 1976 Decmocratic
Presidential Campaign Committee, Inc. and Geral Rafshoon

Advertising, Inc.

s / 3 /7? —Z A7, rﬂ—/'/o/ ),

F
Williaw C. Oldaker
General Counsel




FEDERAL ELECTION COMMISSION

25k SIREED SNW
WASHING IO [0 Nidb

AUTHORIZATION TO ISSUE ORDER TO PACILITATE
THE INVESTIGATION OF

THE 1976 DEMOCRATIC PRESIDENTIAL CAMPAIGN COMMITTEE

The Commission hereby authorizes this order to be
issued to Ms. Joanna M. Lambert, Comptroller, 1976
Democratic Presidential Campaign Committee, Inc.

ADDRESS: 1795 Peachtree koad, N.E.
Atlanta, Georgia 30309

Robert 0. Tiernan, Thomas F. Harris,
Chairman Commissioner

Max L. Friedersdorf, John W. MeGarry,
Vice Chairman Commissioner

Joan D. Aikens, Vernon ¥. Thomson,
Commissioner Commissioner




FEDERAL ELECTION COMMISSION

A0S h STREL T NW
WASHING IO 130 Mt

AUTHORIZATION TO ISSUE ORDER TO FRACILITATE
THE INVESTIGATIOCN OF

THE 1976 DEMOCRATIC PRESIDENTIAL CAMPAIGN COMMITTEE

The Committee hereby authorizes this order to be
issued to Ms. Joanna Lambert, Comptroller, 1976 Democratic
Presidential Campaign Committee, Inc.

NMDDRESS: 1795 Peachtree Road, !.L,.
Atlanta, Georgia

Robert 0. Tiernan Thomas L. llarris,
Chairman Commissioner

Max L. Friedersdorf John W. McGarry,
Vice Chairman Commissioner

Joan D. Aikens Vernon ¥W. Thomson,
Commissioner Commissioner




FEDERAL ELECTION COMMISSION

1825 h SIKELT S W
WA, 1T 13

AUTHORIZATION TO ISSUE ORDCK TO FACILITATE
THE 1NVESTIGATION OF

GERALD RAFSHOON ADVERTISING, INC.

The Commission hereby authorizes this order to

be issued to William Stack, Esquire, General Counsel

and Chairman of the Board, Rafshoon Communications,

Inc.
114

Paces Ferry Road,
Georaia 30327

Suite 1
1401 w.
Atlanta,

MNDDRLESS:

¥ o G
a b (55

Rdbert 0. Tiernan,

Thomas E. Harris,

Chairman

Max L. Friedersdorf,
Vice Chairman

Joan D. Aikens,
Commissioner

Commissioner

John ¥. McGarry
Commissioner

Vernon W. Thomson,
Comminsioner




FEDERAL ELECTION COMMISSION

RSk SIREET N W
WASHING LOIN [0 46t

AUTHORIZATION TO ISSUE ORDER TO FACILITATF
THE INVESTIGATION OF

GERALD RAFSHOON ADVERTISING, INC.

The Commission hereby authorizes this order to be
issued to Ms. Mary Ann Williams, Treasurer, Gerald
Rafshoon ARdvertising, Inc.

ADDRISS: Two Northside 75
Atlanta, Georgia

- -

]
- | L
=
‘I 1;. { '\-\-.'_{ {__ i 1 L; L )
Rmhert 0. Tiernan, Thomas E. Harris,
Chairman Commissioner

Max L. Frieﬁcrsdnrf. John W. McGarry,
Viece Chairman Commissioner

Joan D. Aikens, Vernon W. Thomson,
Commissioner Commissioner




FEDERAL ELECTION COMMISEION
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June B, 1979

MEMORANDUM TO: Marge Emmons
FROM: Elissa T. Garr
SUBJECT: Letters in MUR 977

Please have the attached letters distributed to the
Commission on an informational basis pursuant to the
Commission's request of June 5, 1979,

Thank you.




FEDERAL ELECTION COMMISSION

185 bk STRHLT MW
WASHING TON DO . 246l

June 8, 1979

Robert Lipshutz, Esguire
Treasurer
— 1976 Democratic Presidential
Campaign Committee, Inc.
The White House
1600 Pennsylvania Avenue, N.W.
Washington, D.C.

Re: MUR 977 (79)

Dear Mr. Lipshutz:

The Federal Election Commission has found reason

w— to believe that the 1976 Democratic Presidential Campaign
Committee, Inc., ("the Committee") may have violated 2

2 U.5.C. § 441b(a) by accepting in-kind contributions
from Gernld Rafshoon Advartising, Inc., ("the Ageney")
in the form of credits extended over and above the 510.5
million contract price stipulated in the August 12, 1976,
agreement between the Committee and the Agency, as
amended.

b
Inder the Act you have an opportunity to domonstrate
c that no action should be taken against you. Pleasc
submit any factual or legal materials which you believe
i) are relevant to the Commission's consideration of this
— matter. Where appropriate, explanations or statements
should be submitted under oath.

o/

The Commission is under a duty to investigate this
matter expeditiously. Therefore, any statements or
explanations which you wish to submit to the Commission
with regard to this matter should be submitted within
ten days of receipt of this notification. TIf you have
any rfquestions, please contact Anne A. Weissenborn, the

o attorney assigned to this matter, at (202) 523-4000,.

——
e




This matter will remain confidential in accordance
with 2 U.5.C. § 437g(a) (3) (B) unless you notify the
Commission in writing that you wish the investigation
to be made public. 1If you intend to be represented by
counsel in this matter, please have such counsel so
notify us in writing.

Sincere\ly,

s

William C{ Oldaker
General Counsel

cc: Ronald D. Eastman, Esquire
Cadwalader, Wickersham and Taft




FEDERAL ELECTION COMMISSION

TS K STREET N W
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June B, 1979

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. William Stack
feneral Counsel and Chairman
of the Board
Rafshoon Communications, Inc.
(formerly Gerald Rafshoon Advertising
Incorporated)
Suite E 114
1401 W. Pace's Ferry Road, NW
Atlanta, Georgia 30327

Re: MUR 477(79)

Dear Mr. Stack:

The Federal Election Commission has found reason to
believe that Gerald Rafshoon Advertising, Inc., ("the
Agencv") mav have violated 2 U.S.C § 441lb(a) by makinag
in-kind contributions to the 1976 Democratic Presidential
Campaign Committee, Inc. ("the Committee") in the form of
credit extended over and above the 510.5 million contract
price stipulated in the August 12, 1977, agreement between
the Committee and the Agency, as amended.

Under the Act you have an opportunity to demonstrate
that no action should be taken against you. Please submit
any factual or legal materials which you believe are -
relevant to the Commission's consideration of this matter.
Where appropriate, explanations or statements should be
submitted under cath.

The Commission is under a duty to investigate this
matter expeditiously. Therefore, any statements or exolana-
tions which you wish to submit to the Commission with regard
to this matter should be submitted within ten days of
receipt of this notifiecation. If you have any questions,
please contact Anne A. Weissenborn, the attorney assigned
to this matter, at (202) 523-4000.




R — - -
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This matter will remain confidential in accordance
with 2 U.5.C. § 437g(a) (3) (B) unless you notify the
Commission in writing that you wish the investigation to
be made public.

Sincerely

ours,
j ¢ ;é)
William C. 0lddk

General Ccunsel




June 8, 1979

MEMORANDUM 10: Marce Emmons
FROM: Elissa T. Garr

SUBJECT: Letters in MUR 977

Please have the attaclhed letters distributed to the

Commission on an informational basis pusmsuant to thé

Commission's request of June 5, 1979.

Thank wvou.




FEDERAL ELECTION COMMISSION

S b STREET NW
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Robert Lipshutz, Esquire

Treasurer

1976 Democratic Presidential
Campaign Committee, Inc.

The White House

1600 Pennsylvania Avenue, N.W.

Washington, D.C.

Re: MUR 977 (79)

Dear Mr. Lipshutz:

The Federal Election Commission has found reason
to believe that the 1976 Democratic Presidential Campaign
Committee, Inc., ("the Committee") may have violated 2
U.5.C. § 441b(a) by accepting in-kind contributions
from Gerald Rafshoon Advertising, Ine., ("the Agency")
in the form of credits extended over and above the 5$10.5
million contract price stipulated in the August 12, 1976,
agreement between the Committee and the Agency, as
amended.

Under the Act you have an opportunity to demonstrate
that no action should be taken against yvou. Please
submit any factual or legal materials which you believe
are relevant to the Commission's consideration of this
matter. Where appropriate, explanations or statements
should be submitted under oath.

The Commission is under a duty to investigate this
matter expeditiously. Therefore, any statements or
explanations which you wish to submit to the Commission
with regard to this matter should be submitted within
ten days of receipt of this notification. If vou have
anv questions, please contact Anne A, Weissenborn, the
attorney assigned to this matter, at (202) 523-4000,




This matter will remain confidential in accordance
with 2 U.S5.C. § 437g(a) (3) (B) unless you notify the
Commission in writing that you wish the investigation
to be made publiec. If you intend to be represcented by

counsel in this matter, please have such counsel so
notify us in writing.

Sincerdly,
William c./r:daker
General Counsel

cc: Ronald D. Eastman, Esqguire
Cadwalader, Wickersham and Taft

Y222
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Rohert Lipshutz, Fsquire

Treasurer

197G Nemocratic Prealdential
Campaign Committee, Inc.

The White !ouse

1660 Mennsvivania Avenne, !N.W

fashinoton, n.C.

PP 077 (79)

Near Mr. Lipphutz:

The Federal 'lection Commiaszion has found reasop
to believe that the 1976 Nemocratic Presidential Tarrpaton
Committee, Tne., ( the Cormlittesn ) mav have wviolabed D
i.8.c, § 441b(a) by accaptinag in-ind eontrilintions
from Carald Rafahoon Advertising 7Tne. ( the Agencv )
in the form of credits extended over and alowve the 310.6
millien contract price stipolated in the Auruat 12 107¢
agrearant bhetween £he Cormittee and kthe Arceney an

amanJdad,

I'nder the Act you have an opportunity o demonatrats
tirtat ne acticon should ke taken against voo Ploagr
nubtmit any factual or legal materials which vou el fowve
ire: relevant ko the Commilssion's connideration of this
mattar. Where anpropriate, explanations or statemants

ghouwld be sulbmitted under ocath

Tne Commisgsion is under a duty to inveatigate this
natter expeditioualy. Therefore anv statenenta of
erxplanations which vou wish to aulmit te the Conmission
with regard - this matter should be subpitee? within
ten Rave of receipt of this notification. If vour have
any cuestions, please contnct Anne M, lelssenl.orn, the
attorney assianed to this matter at (202) 573-400D




Thir natter will remain confidémhial in accordance
with 2 1.8, c. § 437a(a) (3) (1) unleas you notify the
Cormmisasion in writing *hat you wish the inveastiacation

to he made public. Tf vou intend to be represented by

roursel in this matter., nlease have such counsel mo
notify us in writino,

Sincerelv,

William C. nldakar
Tenecral Counsel
Ponald .

aakman Vaoquire
Cadwalarler

Hickersham and Taft




FEDERAL ELECTION COMMISSION

1425 b STREET N W
WASHING TON [30, Mida

June 8, 1979

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. William Stack
General Counsel and Chairman
of the Board
Rafshoon Communications, Inc.
(formerly Gerald Rafshoon Advertising
Incorporated)
Suite E 114
1401 ¥. Pace's Ferry Road, NW
Atlanta, Georgia 30327

Re: MUR 977(79)

PDeayr Mr. Sktack:

The Federal Election Commission has found reason to
believe that Gerald Rafshoon Advertising, Inc., ("the
Agencv") may have violated 2 U.5.C § 441b(a) by makina
in-kind contributions to the 1976 Democratic Presidential
Campaign Committee, Inc. ("the Committee") in the form of
crodit extended over and above the 510.5 million contract
price stipulated in the August 12, 1977, agreement between
the Committee and the Agency, as amended.

Under the Act you have an opportunity to demonstrate
that no action should be takan against you. Please submit
any factual or legal materials which vou believe are
relevant to the Commission's consideration of this matter.
Where appropriate, explanations or statements should be
submitted under oath.

The Commission is under a duty to investigate this
matter expeditiously. Thercefore, any statements or exmlana-
tions which you wish to submit to the Commission with regard
to this matter should be submitted within ten days of
receipt of this notification. If you have any questions,
please contact Anne A. Weissenborn, the attorney assigned
to this matter, at (202) 523-4000.




This matter will remain confidential in accordance
with 2 U.S5.C. § 437g(a) (3) (B) unless you notify the

Commission in writing that you wish the investigation to
be made public.

Sincerely

William C.
General Counsel

4 -
c L -
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CI'RTIFIED MATL
RETURN PECELIPT REQUESTED

Mr. illiam Stack
faneral Counsel and Chairman
of the Noard
"afshoon Communicationa, Inc.
(formerly rMforaldRBafsheon Advertising
Incorporated)
Suite B 114
1401 7. Pace's Ferrv Road, MV
Wtlenta, Ceorcia 3IN327

Ra: MR QT7(70)

ithe Tederal Ylection Commission has found reason to
that fNerald Nafshoon Adversaisina. Inc. (" the
t') rmay have viclated 2 I'.5.C 5§ A441b(a) by makina
*vontributionrs tn the 197F Pemocratic Tresidential
i n Committoe Ine., ( tha Cormittec’) in the form nf
crociit oextended ovor and ahove the S10.5 million contract
price stirulated in the Auaust 12. 1977, aorecement hetween
thie Committee and the Agency. as amendead

fnder the Act vou have an opportunity to ‘demonatrate
Lhot no action should e taken against you. Please aubnit
anv factual or lecal materiala which vou belleve are
rolavant to the Comrission's consideration of this matter.
Tiore avpronriate, explanatione or statements should he

snbmittad under nath.

e Commianion 1o under a duty to investioate thisa
ratter expeditiously. Therefora, any statements or exnlana
tions which you wish to submit to the Commission with regerqd
tn this matter shok? be =ubmitted within ten davs of
recoiot of this notification. If vou have anv aguasations

=lpage contact Anne A. ¥Welssonborn., the attornev asaloned
te khie matter, at (2n2) 523-4000,




Thin matter wil) remain confidential in accordance
with 2 11.5.C. § 437q(a) (3) (P) unless you noti{ifv the
Commission in writine that vou wish the invostigation to
ha made public.

Sincersly voura

Villiam ¢ Oldaker
Coeneral Counsel




BEFORE THE FEDERAL ELBRCTION COMMISSION
In the Matter of

Campaign Committee, Inc.

)
}
1976 Democratic Presidential )
}
Gerald Rafshoon Advertising, Inc.)

CERTIFICATION

I, Marjorie W. Emmons, Secretary to the Federal Election
Cammission, certify that on June 5, 1979, the Commission, meeting
in an executive session at which a quorum was present, took the
following actions in MUR 977:

1. Adopted the recommendation of the General Counsel to

FIND REASON TO BELIEVE that the 1976 Democratic
Presidential Campaign Committee, Inc. violated

2 U.8.C, §441hia).

Adopted the recommendation of the General Counsel to
FIND REASON TO BELIEVE that Gerald Rafshoon Advertising,
Inc. violated 2 U.S5.C. §441b(a).

Directed the Office of the General Counsel to amend

the letters attached to the General Counsel's May 29,
1979 report and circulate to the Commissioners oopies
of the letters on an informational basis.

Camissioners Aikens, Friedersdorf, Thomson, and Tiernan voted
affirmatively for these actions. Caommissioners Harris and McGarry

dissented.

Attest:

‘ééé_lzf ( dico—~ &) P onrreoria

Marjorie W. Emmons
Secretary to the Commission




FEDERAL ELECTION COMMISSION

WASHING TN, 130 Jikdin |

MPFMORANDUM TO: CHARLES STEELE
FROM; MARTORTE 11, EMMONS Z20edl ¢ ﬁﬁj ?b"'
DATE : JUNE 1, 1979

SUBJECT : COMMENTS RFECGARDING MUR 977

Attached are cipies of Commissioners McGarry's and
Harris' vote sheets with comments reqgarding the First
feneral Counsel's Renort on MIR 977 for vour information.

Commissioner Friedersdorf has submitted an objection
tc MUR 977 and it has heen nlace? on the Executive Session

Agenda for June 5, 1978.




A3 HWO T".L'I...”EE.' & Ny

FEDER AL ELECTION LU\\\llb)ﬂD}au
P S LIS | :|--I I.I..I;"\"‘II !

Date and Time Transmitted; 5=29=79
4.:20

Commissioner FRIFDFRSDORF, AIKENS, TIZPNAN, McGARRY, THOMSON, HARRI:

RETURN TO OFFICE QF COMMISSION SECRETARY BY: 5-31-79
430

MUR No. 977 First General Counsel's Re port dated 5-29-79

{ ) I approve the recommendation

( ) [ object to the recommendation

}
coments: JL: 1l mor cpizer  cr f;};a;a;;; Ul 1A

a€pi2i o)

g / , ,,,(
Date: 4.0 .:/}'f Signature: gn/_.’}* 74-{"/7{"’

THE OFFICE OF GENERAL COUNSEL WILL TAKE NO ACTION IN THIS MATTER
UNTIL THE APPROVAL OF FOUR COMMISSIONERS IS RECEIVED. PLEASE
RETURN ALL PAPERS NO LATER THAN THE DATE AND TIME SHOWN ABOVE TO
THE OFFICE OF COMMISSION SECRETARY. ONE OBJECTION PLACES THE ITEM
N THE EXECUTIYE SESSIZN AGEMNA,

(Y A
et}

[
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FEDERAL ELECTION COMMISSION
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Date and Time Transmitted: 5-29-79

Commissioner FRIFDFRSDORF, AIKENS, TIZRNAIl, McGARRY, THOMSON, HARRI

RETURN TO OFFICE OF COMMISSION SECRETARY BY: _5_*31-?9
4:%0

MUR Mo. 977 First General Counsel's Re port dated 5-29-79

( ) I approve the recommendation

( ) I object to the recommendation
ah.. L‘;M ‘ M‘U‘Bﬂl} H"‘ﬁ "-\ m WA

COMMENTS: pgavng R 92 uALX o /Wﬂfwﬂ.»f
Comvmirrinan, vas T Ko W,ewt._..—f’

B vews AReR (e, HHMMW
.}m-ﬁ..wm Cornmaraion. ia p-m—w-a,

Date: 5'3"-"“?2 Signature: '?C-ow-e-a., Q. f‘]"ﬂmq

THE OFFICE OF GENERAL COUNSEL WILL TAKE NO ACTION IN THIS MATTER
UNTIL THE APPROVAL OF FOUR COMMISSIONERS IS RECEIVED. PLEASE
RETURN ALL PAPERS NO LATER THAN THE DATE AND TIME SHOWN ABOVE TO
THE OFFICE OF COMMISSION SECRETARY. ONE 0B 'rf-""'fu'l PLACES THE ITE
M THE EXECUTIYE SESSIDM AGEMNA,

t'\-i“'\-




FEDERAL ELECTION COMMISSION

WASTING TN D0 Jiedi

“EMORANDI™ TO: CHARLES STEELE
FROM : VARTORIE W, EMMONS P2 E . dey F—
DATE - JUNE 1, 1979
SURJECT - OBJECTION - MIIR 977 = First General Counsel's
Renort dated 5-29-79: Received in NCS
5-29-79, 12:23
The above-named document was circulated on a 48
hour vote basis at 4:30, May 29, 1979.
Commissioner Friedersdorf submitted an objection at
3:46, May 31, 1979, thereby placing MUR 977 on the Executive

Sessiorn Anenda for June 5, 1979,




May 29, 1979

MEMORANDUM TO: Marqge Emmons
FROM: Elissa T. Garr

SBBJLECT : MUR 977

Please have the attached First General Counsel's
Repoct on MUR 377 distributed to the Commission on a
48 hour tallv basis.

Thank vyou.




"I FEDERAL ELECTION CG‘I!SSIDH

L

FIRST GENERAL COUNSEL'S REPORT

"M
J MAY.Z
DATE AND TIME OF TRANSMITTAL ; MUR NO. AJ‘#" Pl : 3
BY O0GC TO COMMISSION T 1P ) STAFF MEMBER (S5) Wei¥senborn

SOURCE OF MUR: INTERNALLY GENERATETD

RESPONDENT'S NAMD: 1976 Democratic Presidential Campaign Committee, Inc.
Gerald Rafshoon Advertising, Inc.

RELEVANT STATUTE: 2 U.S.C. § 44)b(a)

INTERNAL REPORTS CHECKED:
FEDERAL AGENCIES CHECKED:
GENERATION OF MATTER

This matter was referred to the Office of General Counsel by
the Commission during its consideration of the final audit report
concerning the 1976 Democratic Presidential Campaign Committee,
Inc., ("the Committee").

SUMMARY OF ALLEGATIONS

During its audit of the Committee's records, the Audit Division
found that the Committee had received from Gerald Rafshoon Advertisina,
Inc. (“"the Agency") invoices in excess of the $10.5 million contract
entered into by the Committee and the Agency. The amount paid by the
Committee to the Agency totaled $10,499,436.23. Both the Agency and
the Committee have stated that the amount shown on the Agency's
invoices in excess of the $10.5 million contract price does not
represent sums owed to the Agency by the Committee; rather, the
difference between the contract price and the total of invoices
forwarded to the Committee is the result of the Agency's internal
bookkeeping procedures and will be drawn down as the Agency receives
credits owed to the Agency by media vendors. The present amount of
the difference between total expenditures and the contract price
is $15,080.00.




Questions have arisen as to whether or not the invoice
amount in excess of the §10.5 million contract price represents
an extension of credit to the Committee by the Agency outside
the ordinary course of business, thus resulting in the making
and acceptance by the Agency and the Committee respectively
of in-kind contributions in violation of 2 U.S.C. § 44l1b{a).
Further investigation is required in order to answer these
guestions.

RECOMMENDATIONS

1. PFind reason to believe that the 1976 Democratic Presidential
Campaign Committee, lnc., violated 2 U.S5.C. § 441b(a).

2. Find reason to believe that Gerald Rafshoon Advertising,
Inc., violated 2 U.S5.C. § 44l1lb(a).

Send the attached letters.

Attachments:

2 Letters
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FEDERAL ELECTION COMMISSION

1L 5k STREET NN
WVOASEISE TOM [0 . MMdhRd

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. William Stack

General Counsel and Chairman

of the Board

Rafshoon Communications, Inc.
(formerly Gerald Rafshoon Advertising
Incorporated)

Suite E 114

1401 W. Pace's Ferry Road, NW
Atlanta, Georgia 30327

Re: MUR 977 (79)
Dear Mr. Stack:

The Federal Election Commission has found reason to
believe that Gerald Rafshoon Advertising, Inec., ("the
Agency") has violated 2 U.S.C. § 441b(a) by making in-kind
contributions to the 1976 Democratic Presidential Campaign
Committee, Inc., ("the Committee") in the form of craodir
extonded ovoer and above the 510.5 million contract price
stipulated in the August 12, 1977, agreement betwean the
Committee and the Agency, as amended.

In the near future, Anne A. Weissenborn, the attorney
assigned to this matter, will contact vou to disruss the
Hext phase of the investigation of this issue

This matter will remain confidential in accordance
wilth 2 U.85.C. § 437qg(a) (3} (B) unless you notify thea
Commission in writing that you wish the investigation to

ba made public.

Sincerely,

Willjam C. Oldaker
General Counsel




e e S

FEDERAL ELECTION COMMISSION

1005 b STREET W
WASHMNG IO [ . 204610

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Robert Lipshutz

Treasurer

1976 Democratic Presidential
Campaign Committee, Inc.

The White House

1600 Pennsylvania Avenue, N.W.

Washington, D.C.

MUR 977 (79)

Dear Mr. Lipshutz:

The Federal Election Commission has found reason to
believe that the 1976 Democratic Presidential Campaign

Committee, Inc., ("the Committee") has violated 2 U.5.C.
§ 441b(a) by accepting in-kind contributions from Gerald
Rafshoon Advertising, Inc., ("the Agency") in the form
of credits extended over and above the 510.5 million
contract price stipulated in the August 12, 1976,
agqroement bektween the Committee and the Ageoncy, as
amandad.

In the near future, Anne A. Weissenborn, the attornoy
assigned to this matter, will contact counsel for the
Committee to discuss the next phase of the investigation
of this issue. :

This matter will remain confidential in accordance
with 2 U.5.C. § 437g(a) (3) (B} unless you notify the
Commission in writing that vou wish the itnvestigation
to be made public.

Sincecrely,

William C. Oldaker
General Counsel

ald D. Badkwan, Esquire

iwalader, Wickenaham and Taft

Ll B I
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BEFORE THE FEDNERAL ELECTION COMMISSION

In the Matter of )
)

Final Audit Report - 1976 )
Pemocratic Presidential )
Campaign Camittee, Inc.)

CERTIFICATION

I, Marjorie W. Emmons, Secretary to the Federal Election
Camission, certify that on May 17, 1979, the Comnission, meeting
in an executive session at which a quorum was present, toock the
following actions in the above-captioned matter:

1. Determined by a vote of 4-2 to open a MUR involving
the Gerald Rafshoon Advertising, Inc. agency and
the 1976 Democratic Presidential Campaign Committee,
Inc., and direct the Audit Division to reflect in the
report that in this instance the matter is in the
hands of the General Counsel.

Commissioners Alkens, Friedersdorf, Thomson, and
Tierman voted affirmatively for this action.
Camissioners Harris and McGarry dissented,

2. Determined by a vote of 5-1 to direct that the audit
report show, after each item of recammendod repayment,
the vote of the respective Camissioners on each item,

Camissioners Aikens, Harris, McGarry, Thamson, and
Tiernan voted affirmatively for this action.
Commissioner Friedersdorf dissented.

Attest:

sf2tf29

Date rijorie W, Emmons
Secretary to the Commission




HROWN REPORTING. INC.
COURT REPORTERS
BUITE MO0 CANDLER BUiLDING
ATLANTA. GEORGIA 30303

OEELRT W EED

Y R I T 8 rabd BB Draa
v Tes & anm, i
L IR LA PN
T T - A LI L i ]
Litspia €& WoGGLw AT el muBBlLL

FALLETTE M LERTES
LA & MERE NS
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LEIM WILLIAME
VICTORA & WamEES
afib TLEM

BEG RTERLE Wm R A ONA, mETETEEg Jul}r 35. 1979

Ms. Maryanne Williams
2546 Drew Valley Road, N.E.
Atlanta, Georgia
CERTIFIED MAIL

RE: MUR 977

. Medar Ms. wWilliams:

-~ Enclosed is the original depesition taken in the above-
stvied case. DPlease read and sign the deposition in the

' place provided before a Notary lfublic.

g For the convenience of all narties, please list any

- vorrections of a stenographic nature on a separate sheet
of paper by page and line number, signing same hefore a

- Notary Public. This errata sheet will accompany the original
transcript at all times, and all parties will he notified

: of any and all corrections. BOTII THE DEPOSITION AND ERRATA

i SHEET MUST BE SIGNED AND NOTARIZED,

I~ When this has been completed, return the deposition to

this office, and we will file it with the prcper court.
Georgia law provides that this must be accomnlished within
thirty davs of vour receipt of the deponsition.

Thank vou for vour prompt attention to this matter.
Nincerelwv,
y// M
Paulette M, Lester
PML/1T

cc: Mr. William C. oldakeraf’f
Mr. Ronald E. Eastman
Mr. William J. Stack, Jr.




IN THE MATTER OF:

)
)
)

MUR 977

Deposition of MARYANNE WILLIAMS, taken on
behalf of the Federal Election Committee, pursuant
to agreement of counsel, before Paulette M.

Lester, Certified Court Reporter and Notary Public,
at 1300 Candler Building, Atlanta, Ceorpia, on the
l11th day of July, 1979, commencing at the hour of

12:40, p.m

BROWN REPORTING, INC.

COURT REPORTERS

&00 Condler Building 440 Greene Sirest
Arlanta, Georgio 30303 Auvgusta Georgia 3OS0
4041 5250144 404: 7724 2778
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INDEX TO WITNESS

| MARYANNE WILLIAMS

|

|i Lxamination by Mr, Oldakor
Examination by Mr. Stack . .

|
Examination by Mr, Eastman
Re-exawinatlon by Mr, Oldakor

Re-examination by Mr, LEastman

INDEX TO EXHIBITS

| Plaintiff's Williams"'

|
‘ i
|
| 1

BROWMN REPORTING. INC
ATiANTA AUGUSTA

63
81
84

Page
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APPEARANCES OF COUNSEL:

Cn behalf of the Federal WILLIAM C. OLTAKOR, Esq.
ilection Commission:

On behalf of the 1976 RONALD D. EASTMAN, Esq.
Democratic Campaign LYNDA L. MOUNTS, Esq.
Commission, Inc.:

On behalf of Gerald WILLIAM J. STACK, JR,., Esq.
Rafshoon Advertising,
Inc, t

On behalf of Touche Ross NOLAN C. LEAKE, Esgq.
& Company:

(Whereupon, the reading and signing of
the deposition by the witness was reserved,
the original beiny sent to Marvanne Williams.)

MARYANNE WILLTIAMY,

caving besn {{rst duly sworn, was examined and testified

Y 1 1 wWsa .
EXAMINATION
MR OLDAKOR

Would you state your name for the record,

Maryanne Williams.
And your current address?
1546 Drew Valley Road, Northeast, Atlanta.

‘'n! where are vou currentlvy emploved?

b

the Marcws Croup, Incorporated

1t dceg that corporation do!?

BROWMN REPORTING,
ATiamTA  AUGUSTA




== ma = =
! A It is an advertising agency.

X 0 Where were you emploved prior to that?

; A Gerald Rafshoon Advertising.

I 0 During what period of time were you employed

,_ there? |
? A From 1969 to 1979, |
d 0 When in 1979 did you leave? |
Hi A June.

“1! 0 During that period nf time, what were your

duties at the Rafshoon Agency?
A I was the comptroller for the company and

managad the office and did the billings and paid the

bills

0 During the entire ten vears, those were your
dutiesa?

A Yes,

0 As comptroller, what were vyour specific

responsibilities?

A 1 was responsible for the billing to the
clients, the paying of the clients' bills, the paying of
the apency bills, and the record keeping.

0 Wwere vnu employed there at a time when the
arenc? had 4n account with the Carter Presidential

Campa!pgn Cowmmittee?

BROWM REPORTING. INC
ATLAMNTA ALIGUSTA




i Q Do you recall when that was?
| A 1976.
Q Do you recall what period of time that waa?
A Well, actusally, we had an account with the
campalgn beginning, I believe, in 1974 going righrt

| through the general election in November of 1976,
|

Q Did you have a separate account with the

i‘General Election Campaign, separate contract?

I A With the General Election Campaign?
| Q Yes

A The 1976 Presidential Campaign?
| Q Correct,

A Tes, we did

8] Are you familiar with that contract?
A Yes.
Q flow are you familiar with 4{t? Were you in-

fvelved in any portion of writing the contract or any

amendments to the contract?
A I typed the amendments to the contract with

|[instructions from Mr. Rafshoon.

[

Q Were vnu familiar with the original contract
|1L5ﬁlf?

Y Ye

J I b+ v 1 cantraet dated Aupunst L2th, 19786, tu
verata Xatalioun, nresident, to Robert Andrews, 1976

BEROWMN REPORTING. INC
ATLAMTA AUGUSTA




l

|
"Il pemocratic Fresidential Campaign Committee, Atlanta,

|| Ceorgia. 1 ask you have you ever seen this?
i A Yes .
0 You have?

A 1 have., I helieve I typed it,

Q To your knowledee, 1is that the original
contract?
Yea, 1t 1is.
MR. OLDAKOR: Would you mark that as
Exhibit 17
(Whereupon, the court reporter
marked Plaintiff's Williams'
Exhibit 1 for identification.)
0 (By Mr. Oldakor) In loocking at the contract

irself, what amount is in the contracct?

A The advertising production budget would be

|l 8.5 milldon,

Do you know how that amount was arrived atf?
No, I do not.
Do you know who would know?
Mr, Rafshoon.
The contract then was amended from time to

Are you familiar with any of those amendments?
Only that I typed them, I mean, 1 remember

them in the files,

As to the increases and the amount of the

BROWN REPORTING. INC
ATLAMTA - AUGLUSTA




De you regcanll when that wae?

1976.

Do you recall what period of time that was?
A Wwell, actually, we had an account with the
| campaign beginning, I believe, in 1974 goiug righte
| through the general election in November of 1976,

Q Did you have a separate account with the

| General Election Campaign, separate contract?

A With the Ceneral Election Campaign?
Yes
The 1976 Presidential Campaign?

Correct,

liar with that contract?

Hlow are you familiar with it? Were you in-

volved in aay portlon of writing the contract or any
|| amendments to the contract?

A typed the amendments to the contract with
:1nstruvtinnﬂ Erom Mr., Rafshoon.

I
Were vou familiar with the original contract

‘aktecd Aupgusat

nt, to Robert Andrews, 1976

BRAOWN REPORTING, INC
ATIANTA  AUGUSTA




contract, do you knuw whvy the amount was increased?
|

A No, I don't.

Who would know?

Q
A Mr. Rafshoon.
0

Your responsibilities during this period of

time, which commenced on August 12th, 1976 onward, were

what with the advertising agency in relationship to this
i account?
'P A To contrel the account and to make sure that
the billings were done and the procedures followed, to
‘ 511l the client, get the money to pay the media and
production
Q Were vou the person primarily responsible for
doing this?
A Yes.
Q Were there other people who worked with you
i in doing this?
A Yes,
0] Who else worked with you in doing this?
A Oh, 1 cannot remember all of their names.

How many?

Oh, about five or six depending on what day

What namies, 1f you can recall them?

Judy Melxner, M-e-i-x-n-e-r, and Barbara

BROWMN REPORTING, INC
ATLAMTA ALGUSTA
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people whose names I really don't know. I mean they were

Fairchild and Sharleen Blevins and two or three other ‘
!

there part-time, and I don't remember them all. We were
the basic four people.

Q Who did you report tol?

A Mr. Rafshoon.

Q Were there other elements of the agency which

| were involved in this account?

A Yes., There were, basizally, everyvone in the
agency was involved in someway or another, the Art
Department, the Creative Department, and the Media
Department,

Q For the record, how was the Rafshoon Agency

organized at that time? You have named several depart-

| ments,

A There was =-- that was about {t,
Q That was about it

A Yeah, right. Those were the departments

| besides the account executives, who were handling other

| eliants at the time.

0 How many people worked for the agency at that

wvwe there 18 about 20
were involved In this account?

we added on extra people for this

BROWN REPORTING. INC
ATLAMNTA AUGUSTA




account, specifically, abont 25 extra people other than
:the regular agency personnel,

Q As to the accounting system itself, did you
set up the accounting system?

A Yes,

Q What type of accounting svstem did you set up
for this account?

The type of accounting system that we uged,
basically, for our other clients in which we keep an
invoice record with back-up materials behind each in-
voice and a payment, you know, a payment schedule record
| 1t was on computer, It was set up with a computer with
J.K. Lazner.

{ How long did Lt take you to get everything
into the computer?

I really don't know.

Did you work from computer runs?

Ne, I did not.

So you worked on the actual paper?

Yes.,

When you sayv, "an Iinvoice," what do you mean?

it?

Adve juat one 3as an example 4ac for no

BROWN REPORTING. INC
ATLAMNTA AUGLUSTA




particular reason, 804, which is an invoice to the
Carter Campaign from Gerald Rafshcon Advertising, Inc.
A Yes,
0 I ask you to look at that.

(Witness complies with request of counsel.)

-

Is that a typical type of invoice?
Yea,
MR. OLDAKOR: Would you mark that as
Exhibit 2. |
(Whereupon, the court reporter;
marked Plaintiff's Williams'
Exhibit 2 for identification.)
(Ay Mr., Oldakor) On that invoice there is a
Vendor.
Right.
What does vendor stand for?
Vendor is the person -- is really a supplier
agencv to do work for the agency.

And the next column is: Contract number,

& Rizht. In this column since this is a

|
|production invoice, we don't have a contract number; and
|| the number that appears on this contract, on this inveice,

is a code number for, T helieve it is, shipping. I don't |

really remexher the codes. “ut wve hnd the asvstem set up
lwith coldes far east ewvend!ture,

Fxolaln wimat o me.,

BROWN REPORTING. INC
ATLAMNTA  AUGUSTA




3 In other words, 1f we had written a check to
the station or inveiced a campaign for a contract to
WSB, for instance, the code would be different than the
code that is on the production invoices; but there would,
also, be a contract number on there because it was a
media invoice.

Q Did you number wour contracts?

A The contracts were prenumbered.
Q So contracts were, let's say, WYUR Radio

-+

Station, you would have a contract with the radio station?
A Yes.
ind that would have a number?
Right.
And each specific contract would be different?
The number?
Yas,
A The number would be different, yes.
0 “ven Lf vou had three contracts with the
same vendor?
A Exactly, vea. They were preprinted numbers,

9} I have a copy of a contract, broadcast

agreement contract; and it is Contract Number 18066,

ask you to look at it, and see if that is the type of

contract you used?

(Witnees complies with request of counsel.)

— —— e
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is one type of contract we used,
0 There were other types?
] Yeah, This is a broadcast agreement and
contract., We have, also, print agreements and contracts

of similar nature They are for print media.

Q This 18 the type that you used for =--
A Broadcastc media.
MR. OLDAKOR: I ask that thar he marked
as Exhibit 3.
(Whereupon, the court reporter
marked Plaintiff's Williams'
Exhibit 3 for 1identification.)

Q (By Mg, Oldakor) As to the contract, what

|other tvypes of contracts were there? S0 this you sald
|was one particular form.

A Yea, There was a print contract for newspapersg

|l and magazines other than broadcast media.
Q Why were they different?
A The formata are diffecent for the insertions.

In other words, on broadcasts you have to put particular

spot numbers in On newspapers and magazines vou just

1]
| have to put dates, because it can only run one day.

All right The next column that was listed

s called amount?

g the amount of the contract?
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That is the gross amount of the contract.

The amount that you would pay to the vendor?

No.

Q What is it?
A

That is the amount billed te the client. We

would pay 85 percent of that to the vendor in the media

cases.

Q Yes. What would you do with the other 15 per-|

A With the other 15 percent, that is the agency
commlssion,
q Okavy And then shipping?

A Shipping was not a gross figure. Shipping

| was billed to them at cost.
Q The next column is called, "Affidavit received,"
| What does that stand for?
| A The affidavit is the form of invoice from the
| media people saying that they officially have run this
i contract that we requested and paid for,
0 Did you fill in that column?

A Yes

0 And adiustment required.
A Yoaah, 7That meant that if after we checked

affidavit apaiisr rhe original contract, i there
|
any discrepancies in the affidavit rfrom the stariur
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:wthnc we would brine it to their attenrion and ask €for

the money back.

Q Bld that occur?

| A Yes,

pid that oceur often?

Q

A ¢ll, there are a lot of technical reasons

Ilwhy 1t would happen in the radio or TV sration; because

45nmeone left the time off of the log In other words, the

iealesman would gzlve the contract to the trafflc manager
I

of the staticen after he had orderd

ol . . : .
fltraffic manager weould write it in . ant then the

|person who was running the tape, running the cameras for

ithat night or thet day or morning or whatever ls supposed
| :

”tu put that espet on the air,

If they don't write it down in the log or if
Ithere are technical difficulties with the cameras, the
;spnt does not run., Therefore, you get vour money back or
|a new spot run at & comparable rate¢, but that happens
quite often,

0 Does that happer ordirnerily

A

4] Vou would then send

that what
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what

| that

ies.

And what would happen then?
They would send them a check.
In the amount of the invoice?
Yes,

Then what would you do then?

Then we would release the checks that we had

had typed and the invoices to the vendors.

wvay?

oL LIt

thﬂ ‘:.II.';""._-I-

]
iz 83

A

than

When would you type the checks to the vendors?
“hen we typed the Llnvolce to the client.

And you typed the checks to the vendors in
voald they he {a the exact amount? Let's say
vud édad an tnvoice for 540, Tou wouid type

tor $40 Etc them?

Nc wWe would type the check for 15 percent

would type it for 5847
':.ﬂ ri,;h‘i.
else ~ould vou dot

K-

w0uld write the check from the 15 per- |

the agancy We would write a check for that and

them i{n the folder aa a control for when we got

-amparLgn

wrice a check from the agency to
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That 1is right.
From one account to the other?
Basically, vyes.

What accounts would you write these checks on?

were poing to pay the invoice from.

i
On the media account and wvhatever account we ‘
|
|

Q Hew many accounts did you handle with this
'cliﬂnt, how many checking accounts?
A Two.

Q Two checking accounts. When you say you wrote

a check to the Rafshoon Agency, I guess would you write
it to another account?

1) 1 would deposit it in another account, yes,
in the regular agency account.

¥ Would you ever write checks from the regular

agency account to pay for varlous media business or
other things for this client?
A No.
Q Only from these two accounts?
A Bight.
0 Where did the money come from from these two
accounts
Frem the Campaign Committee.
9o vou would ther take the check from the

Campalgn Committeef?
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Q Once ycu had sent the invoice, the check would

come tce you?t

i
|
|
‘ A Right,

What would vou do with the check?
| A Then we would make a copy of it, Xerox as

’many copies as we needed to cover the involces that that
|

| check paid for; and we would put a copy of the committee
.chﬂck behind each invoice and put it in a file to be
_Ipun:hed into the computer.

Then we would deposit the check in the bank
and tear apart the voucher checks, sign them, and release

them to the pavee,

Q Pid you have to wait for the campalgn check

to clear?

Usually it cleared about tha same -- about a

two later, and we would release the checks that

Did you ever vary this practice?

Only toward tie end of the campaipgn, after
November, well, really after the campaign

Vhien did you vary this practice?

‘Then Wit Jere pettinpg -- the specific date, 1
don L anos T domn'rc rememher, bus v

| contravt wos coopleted up to the amount
|
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when we vere stcill getting production lnvoices in. So
we followed the same practice. We just went ahead and
paild some of the Invoices, some of the vendors who had
asked us for the money; because we knew we were having
credits coming back from the various radio and TV stations,

|
" Q Where dld you obtain the money to pay these? |

F A It was from the checks that were still left

|in the accounts, in the media or production accounr.

Q Specifically, though, where did you draw the
check from? You had two accounts, I guess, that you
used as this client's account?

A Right.

Were thev saxhausted?

Mo

It was money in these accounts?

Yes

Why was there money in these accounts?

Because of the credits that had come back from
|jthe TV statlions went right into that account, and there

may have been some commission checks that were still in

khe account that I had not transferred.
Q At this time after the election when you

4§

I - ] -
varied somewhat from vou andard practice, do you

lkecall did you tall one about doing that?

Na,
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You started paying billae?
Yes .
Q Prior to this point 1in time just to make the
record clear in my mind, you always or invariably waited

for the checks from the committee and then released the

| checks to the wvendora?

A Exactly

I Q Then at some point after the election, not
[|

|pr1nr to the election?

A Right, after the election,
0 You don't recall the specific date?
Mo I don't.

Was 1t the end ef November, if vou recall?

relatively short period of time aftar the

I think it was a very short period of
time after election

did vou start this practice? Do you

A The reason ] atarted it was because they were

Inat 2iving me anv more checks after October 29th; and,

therefore, the rrocrice of attaching the check to

rt cetera, depomiting their rheck 18

rry more sfrer tharn,

‘v =p cmvone about that?
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A Yes. I had talked to Rocbert Andrews about --
he had called me or T had called him, T don't remember:
and we were discussing the contract, ten and a half
million dollars.

lle said, "We atill owe you twenty-five

thousand sonething dollars on the contract;" and T said,

"Yes, but I don't have all of my records up to date, yet.|

We s3till have a lot of eredits coming back from the
stations., Let's just wait and see when we get all of the
' bills in, Because at that point in time, I did not

have all of the invoices for production, from shipping,

| or typography and other vendors that we were doing
businesas with, So T satd, "1 know we have a lot of
credits coming back Let's just wait and see, you know,
when we finish the auditing Let's see Yow 1t looks,

and then we will either credit vou back whatever we owe

| you or you can gend us the balance of the contract."

0 Aa to the wvarious invoices themselves for

L . Yea,

I N ~-=- it was the agency's practice to pay for
|

imedia before the media was run?
I
. | On political accounts vou have to do that,

ragulation.

iz To broadcast media, how about print media?
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A They are not regulated by the FCC, but vou
! etil]l have to pay them in advance.

Q And vou did?

A Yen.

Q As to the other types of vendors, what was

your standard practice with them? Were they paid in

advance?

|i No. They were paid after the client paid the
9 |l
agency, in other words, after the campaipn paid us, we

paid the vendors.

0 But an to the vendor itself, would it be

after the service was done or before the service was
done?

A Sometimes hefore we did have & few people

|prebill us, and we prebilled the campaign for some

| production,
|
Il L, How about in the other cases?

A In the other cases, it was after the fact.

Q What kind of cases would those bel
A For instance, typography for a magazine ad

that was done by a type shop for us; and we would get the

bill from them after they pooled together all of their

I
expenses because thev wouldn't know how much it would

conat beforehand,

What other types of costs would be like that?
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A Some printing costs are like that; and, well,
of course, all freight costs are like that.

Q On Invoice 804, which I asked you to look at
a little while ago, there is Air Cargo, which should be

the first one. Would that be a freight cost?

A Yes,

Then there is one which is Castern.
Yes That 1is [Fastern Airlines,
Right, and that would be -- do you have any
fidea what that would be?
| A Shipping cost.
Q That would be a shipping cost most likely?

(2 Right

Q $4,000, why would a shipping cost be that

lmuch? I'm not asking you to say that that one is a

hshipping cast

A Well, the shipping cost or air freight have

| minimum charges of certain amounts; and we were

{ |

ishipping out hundreds of tapes a day all over the country
|to all of the radio and TV stations in the country so
:that's however many TV and radio stations there are in
ithe country, that is how many shipments we would have
to send cut
0 ooking dows at 211 of the rest of these on

Involece 804 there iz Unitced, There is N-o-v=0.
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Right.
And they all have as a Contract Number 6527
A Right.
Q And 652, do you know what that was?
A 1 believe it is the shipping code. 652 1s
the shipping code.
0 So it is really not the contract number? It
is a code?

A HNo, There are no contract numbers for

| production,

Q What would be your practice in paying the
shipping costs?

A Normally after the campaign paid us, I would
pavy the shipping costs after we audited the back-up
material for each item.

Q How would you audit the back-up material for
each item?

A On the shipping we had shipping orders from
the Shipping Department that sald we sent out so many
shipments by United Airlines, by Eastern for the day.
Usually they kept them on a daily record. We got them
about once a week so that we could look at the back=-up
from the airline and see what atations it went to to
make sure that it went to the campaign, that it was a

billable item to the campaign.
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Q Moving back to November 29th when you talked
to Mr. Andrews --

A Right,

Q -~ at that time, T think you indlicated that
there was 525,000 or something more owing in the contract
Is that what you said? T could be mistaken.

Yeah, about §25,000.

That 1s Octoher 29th? Did I sav November?

Yaak, 0October,

Pumouse me, Nctober 29th 9w did wou know
how much rhe reconciliatlon was at that rime? How did
you kaow that it was close to 10.5 million?

¥ & Y , T didn- letinlicely how

much !* was, bhut we ept running 1lies wuvery dav of

how much roney we were spending,

. 0 liow 1id yeuv know how wmuch moner you ware
|

|spending?

A 7= tatalled up the contracts every day,

Innmetimeq t~o or three times a dav depending on the

|volume .
What kiad of contracts are you talking about?
Just media contracts. That is where the bulk
lof the money was being apent.
0 Did vou add up the shipping con

shipping costs’
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A Not every day, We didn't get them in but
about once a month when the airlines billed us,
Q Did you astimate how much they would be?

A Yes, we did.

Did vou calculate that in?

A Yes.

Q What other types of costs would there be

other than the media and the shipping?

A There were some printing costs for political

materiels like buttons and bumper stickers and things

like that

Q Dld vyou eatimate thosel
Yes,
And you had a running total, you say, and do
what it was as of October 29th?
No I really aon't.
Did you add just this ruuning total? You had

running total, I guessg --

Yes.
-- on the econtract, You personally kept this

totall

time, to your knowledge, go over)
I
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0 When did it do that?
A I am really not sure. The invoice went over--
you could probably tell when the invoices went over from

the report, I don't really know hut --

0 Ware the invoices the same as your running

A No., The running total was from the contracts,
because those were the actual monies that we were paying

out.

The invoices were done, and then we would be

gpetting corrections to the contracte daily on riders
and adiustments, credits that we knew were coming back
from the statinns; and we were keeping those with the
contract totals

0 The contract from time to time was amended
in amounts whieh would increase the amount of the
contract, Did vou ever make recommendations to increase
the amount of the contract on your running totals?

No,

Q As of October 29th, do you know if your
running totals were at 10,5 million or above?

A I don't really know unless I was looking at
some flgures

-

g there any wav to tell? Are thoae records

i
J gtil]l available?
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A No. They were just handwritten notes based
on information given to me from the Media Department
and the Production Deparcment.

Q Those records no longer existc?

A They weren't really records. They were just

daily notations, you know, how much are we spending

| . today, how many credits approximately do we have coming

::blck. Everything was esatimated; because of the paper-
work [low there wasn't the time element involved, It was
; at least a day or two behind.

Q And in some instances, it would ba further
behind than that if you didn't receive the bill?

A Oh, yeah.

Q When you talked to Mr. Andrews, was this a
telephone conversation?

A Yes.

0 Do you recall anything else that was said in

|| that conversation?

A No, I don't.

Q Did you have regular conversations with him

on the phone?

A Yes.
4] liow often, weekly?
A About once a week, I discussed with him.

Vhat would vou discuss with him?
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knowledge, there war not.
Why was there not?
Necause most of the medlia has te be paid for

so far in advance that the running -- Iin other words,

have to Find out 1f the mpots are available so far in
advance hefore anorher organization or another candidate |
gets ahold of rhar spot and wants to buy ie. So we try
to do most of our Luylnp well in advance of two or three
days before the election,

90 vour hraadeast media was bourht by thar

invelced at
that time?
'or Lhe mosl parlkl, vyes
How about srint nediad

That should have all been boupnt by

And invoiced?

And Ltnvoiced.

Jnart a3 of chat Jdate woalu nos have heen
invoiced?

vny addJenduns rmo rhe cuntract with ilone r
nhat soueone a2ad F#1vsnn oas anag the |11'c-inr:'“.1.'-!1 o

AL aave
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The billings that were coming over for that

(]
2

'| one day out of a week where I would call him and say,

day or that week or, you know, basically, it was a day,

J||yuu know, today we are going to need spproximately

"l $1 million so that he would get people ready to write
H;:ChECkH or go to the btank or whatever he had to do.
"i G And on the 29th of October, if you could,
Itell me the conversation again.
[ A The conversation I don't remember if I
called him or 1f he called me, but we discussed the
‘ dbalante of the contract: and we discussed the £25,000
.?appraximate dellars that were left to pay the agency.
|

At that point in time, T did not know exactly

where, you know, exactly the budget was, We had credits
:Iﬁccming in, ard we had bills coming in; and we thought
;}that possibly we would owe the campaign back some money
because at that voint in time we knew there were a lot of

credits, We did not have all of the shipping bills or

production bills in. So at that point in time, I may

have owed him some money on the contract.

You believe that you may have owed him some

Yes, 1 do
Were there at that point in time further

contracts to be ler for media, to your knowledge?
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0 Long rates meaning might have COoS tad more,

might have costed lesrs?

A Right.

Q What else?

A The production and shipping, that would have
&

o What {s production?

A Preduction is the typography, the elements

£o into making up an advertisement or a spot.
tlow about ceommissions? Would they have all

1

illed by that time, {nvoiced, excuse me, by that

conriss lons?
"ou doen'* involce?
thev are Iincluded in the 'nvolce,

Yo they would have been all irevluded at that

For the media and evervthing thar wac in at
W8,
vou remember Jdid vou tallk te Mr, Andrews
after the Zith prior te the election herween --
! don'® thirk an,

LT Tne compLatter

recoerher talking to
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0 That is the last conversatior vou remember
havinpg with anyone at the committee?

A Right. I may have talked to the person who
was bringing things over to, you know, to the agency;
but that would not have bean in connection with any
monies,

Q Did you talk te anyone at the agency at that

time about your conversation with Mr, Andrews?

b
He

n Ar that time, basically, the involicing atupppdi
|

| Mid you continue invoicing?

| ' genrtinuved Involeols

4nd when vou involced, let me say on the 30th,
I don't “now 4f wou invoiced on the 30rh: but ven in-
volced at some ngoinr in time bertwee: the 23th and the
election!?

fes

What dJdid vou dn?

What ¢#1d we Jo7

You , wwoLiaul over --

We invniced over, righr We jnat did not get

from the campalen at that tine

“=aid rhe mediq 1§ *he
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i!that had to be paid, and I may or may not have paid the

production depending on 4f I had audited the bille or
noct.

Freight if there was any?

Right.

Pid yeu talk to anyone about paying these

without receiving a check?
o I did not.

Did that seem like a standard practice to you

as the apancy was concerned?
Yes.
1l o done this with other accounts?
{eq
0} 3 you recall any other tynea nf aceounts ':hatl.
you had done this with?
iypes vf advertising accounta?

Yes .,

A1l of the accounts in the agency.

All of the accounta?

Th, vesg,

Yau, renerally, deo this?

fes, 1 generally do.

Thv would vou generally do thia?

Vhy would s2 vererally pay something hefeore we

sLdi
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Q Yas .

A If the vendor wanted his money or if I just

possibly wanted to, I knew the money was coming in; and I

Just wanted to get the checks out to close out the month

or something.

' 0 Was it ordinary that you would pet money hack

|

after vou had paid out money to advertising media?
A Yes .
0 Usual?
lsual on political only.

On political only.

For most other <lients we dc not pay
manev hefore we --
Before the apot runs?
Before the spot runs.
0 Sn on political advertising you have to, and
| 80 there would be a certain amount comine hack? Was it,
generally, more coming back than you would owe? You said)

i coula be more or less.

h : Well, it couldn't he more coming back than we
|

would owe to rthe partricular atation.
) I mean von might owe something?
Nt. veah In nther words, we would neot --

~hev A1d rot run the entire schedule, we would

ret whatever we paid
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If they did not run the entire schedule, we
would get paid back the entire check we sent to the
station,

0 lave you worked on other political campaigns?
A Yes,

In other political campaigns, would you find
that, generally, vou would bhe in a plus caah position?
In other words, the stations would be paying you money
back at the end of it?

A Oh, ves.
Q That is, generally, the

Generally the case.

Do vou have anvy rule of thumb as to how much
would he cominpg lLiack?

o There is no set rule, It is just,
basically, based on a feel that you have for the
husiness, 1 puess vou would say,

Q And what was your feel for the business at
that time?

Well, at that point in time, I knew that we

| had # lot of money coming back based on riders which

were addendums to the contracts where the station would

1% Y

|eall the media buyer who had bought the media from that
| sacation and say we didn't run such and such amount of

spots so we are going to send you the money back unless
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you want to make it good and buy another spot another dav,

9, What is a rider?
A 4 rider i an addendum to the contract. It

bears the same numbers and the dates as the original

contract with the station.

Q I have a document Number 53 from Cerald
Rafshoon, Inc.; and {n the center it has underlined
"Rider.” Attached to that there is, also, attached
Iannthﬁr one, Number 57, I ask you to look at these two
riders,

(Witnesa complies with request of counsel.)
Are these typlcal ridera?
Yea, they are

L ask that they be marked the next exhibit

order.

(Whereupon, the court reporter
marked Plaintiff's Williams'
Exhibit 4 for f{dentifiecaricn.)

(By Mr. Dldakor) These riders as this

Exhibit Number 58 now, what were thevy? You told me thevy
|
| were imendments to a contract.

n those twe particular cases those represented

credits that were coming back from the stations to the

agenc: We had them every time a station would call and

FH\J they did not run & spot, and the Media Department

|
|would type up a cyedit, a rider,
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Accounting Department; and until the check carme back from
the station, we were holding those as credits in our

files,

0 Did you then use this to generate a credit

| to the committee?

A I did not credit the committee until the
 checks physically came from the stations. I used that
' to keep account of how many credits were coming back.

G S0 there was a lag time between the time that
credit became apparent and the time you actually got
money?

A Yesn.

Was there much of a lag time?

| h Depending on how the station had their record

| keeping set up, some of them we would get hack in two
s |

|
|

davs., Some of them we would get back in six months.
Did you keep a running total of this credit?
A running total we kept, ves. We kept running

approximations, There was never anything written

So at any particular day you could make a

| rough estimate?

tten deduct 1ls rough estimate

tetals?
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A Yes ,

() And was there any record kept of this running
astimate?

A No. 1Tt was my personal record kept from
conversations that I had with department heads,

0 And once the money came back in, what would bel

generated, what plece of paper?

A Then a eredit invoice would be issued to the '
| campaign.
Q How would vou hecome aware that the money had

come back in?

A The check would come from the agency, from the
| station

0 Then whart would vou do with the check?

A We would Xerox the check and put it with the

rider and take the rider out of the file and put it on an
invoice to the campaign, of course, depeositing the checks|
tc the account: and then we would send it over to the
campalign as a credit invoice or a credit memorandum.

Q As of Dctober 29th, were there riders which

| vou had not received checks on?

A Yes. There were, also, riders that had neot ;
|
aver ~een tvpel ‘'me Media Nepartment was kaving to hand
| weire trem and then sct them typed and then pive them e |
| my departper: All of rhe contrazts and any addendums
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'l'had to be triple-checked by three or four people before

. |J I would get them.

I

LI 0 Were vou aware of the approximate amount?
'i‘ A Not &t all times, no.
|

. Q How about as of October 29th?
A I had, bhasically, you know, a good feel for it}

!lbut I could not have gotten a specific total that
'!particular day.

0 Do you recall approximately give or take any
amount that vou chose how much might have been out-
atanding as of October 29th?

A 1 couldn't even venture to puess.

MR. STACK I didn't understand the
question that was asked, riders or how many
media refunds were anticipated on that date?

MR. OLDAKOR: Media refunds that were

anticipated on that date.

THE WITNESS: Roughly, the Media Department

und I had estimated about two or threﬁ/thouaand

dollars.
Q (By Mr. Oldakor) You had estimated that was
myvy question. How did vou estimate that?
hased on the riders that we had in the filles,
theg calls that had come In on that day, an estimate on

|.thm norcentarcre of spots for that stuffl that could not -u
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that may or may not have cleared, you know, may not have
run.

0 Tf you could, run through it again, How was

that actually determined? Did people call radio atations
TV stations?

A Ne. The radio and TV stations called us and
gaid wves did not run your spot that you ordered on such anJ
'such & day, and they would say do you want us to make it i

pood or do you want {1t credited back; and we would say

|we wvanted it credited hack, Tn most cases, there was not
"ann!hnr spot that we wanted or we would have hought it

imr che first place.

| "han the medil: buver would write up a rider

te that particulnr contract rtgo that station and sead 1t
|=c cur department, and we would keep it in the file until

rhe check came bhack from the statior,

f tiind 88 of that dav, as of Octocher 29th --
& Yes,
L

|
| A -- veo say yoeu felt that there were several
|hurired thousend?

*

A Yes . That 1= =he main reason T told

Mr. Andrews not to send me gny morey, that [ may have to

1 v scrno —apes or ler's Yust dee how the pumbers
|
]
work out: begaygse at chaet nolnt 1ie tise net 3all of the
4h12r-a14ete ir froi Eha vendnra, nor were all ~f the

| M———r === i —
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credits in,
And you had a stack of riders, 1 take 1it?
Right,
And those two riders have a date on them?
Yes,.
Q Is that date the date that the rider was
drafted?

A Yes, Well, not necesserily, 1I1f it was

dratted by the media person, it may have been a day or

| two before it zot typed depending on the workload in

| other areas.

Q And you would have received It as soon as it

YTes,

*

4 And then that would have gone into your

| rough accounting syectem?

Y Tes,

Q Would it have cecme into your rough accounting
system pricr to that? tad you already talked to the
media peoplel

A Mot individually, no.

o you relied on this plece of paper?

nieces of paper, all of the

riders added up to ! ), 000, approximately? That 1is
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where you got the $200,0007?

il tlo.

0 Where did you get 1it?

A Partly from the riders that we had in the
file, partly from the phone calls that had been coming

fin that day, and partly {from an estimate of what spot

6111l had to be run hefore the election: and that is how

we came with an estimate of $200,000.

Q The phone calls themselves, you were getting
those from the ones that had not been run vou say? You
salid the phone calls that were coming in as to the spots
| that had nor been run.

Righe,

Who was making those phone calls?

The stations were calling the agency Media
Departments,

0 Okay Then you had riders for certain amounts,

then you hiad estimates for the ones that hadn't been

for rthe other onesa?

Rirht
r'l.'!'h! tt‘*{ -
Then we estimated based on prior credits that

we had received on a certain number of spots that had

|ruv_ # certain number of spots that we had ordered and

not run, we e¢stirated the spots running between October
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29 and MNovemher the lst and said, well, the stations will!
not run these spots.
0 Did you write down any place that estimate?

A No,

0 Did you talk to anyone about that estimate?
A 1 talked to the people, to the different

department heads; but I didn't specifically tell anyone

here is how much money we have coming back, no.
0 You made an estimate?
L made a1n estimate,

Nid vou write it down?

i Fi [ Ai{d write 1ir Jowr st the time; because
Lt was ottt al, vou kvow, the whole tally for the dav ot

’ |
gomatining, Aur they were just notatlons, They were not i

sart of anv azcourting procedure or any -- they were just

for m7 personal information.

T
¢

WVhv were vou estimating them between the

i 29ch 3£ Cecteber and the election? Did you run a great

1] !
numbher of #pots in that period?

A 1 really don't know, vou know, how the spots

were nhased They run them in flights of sc many per

=

wesk S50 really had no 4dea

tf vonr estimate of $200,000 was

the time, and 1
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I|| think as of ripght nowv there ia about $152,000 in eredits
3;_thnt have already come hack in the stations
n De you, to your knowledge, know {f there are
riders still outstanding that haven't come bhack?
A T think there are a few, yesn.

Q We could determine that from the recorda?

A That 1s ripht.

Q Do you know how much {3 atill nutatanding on
the riders?

A Ho, T don't. We have coples of them somewhere

|in the files. Prior to my not doing any more work on rhe|

|campalasn, we had sent letters to all of the stations that
we had outsranding riders on and asking, you know,
tellin; them that we wanted to close our recorda, please
isand the money; and to me it was like giving everyone one
|last chance to pay.

Now, 1f they have not come hack, 1 don't know

exactly how much the total {fa at this point I would have

ito look hack at the riders.

0 When the riders came back {n for lack of a
better term, when the ridera came back in, {t would bhe,.
let's sav hvpotheriecnalls {n the amount of SHS hat would
vorr do with <he 5% Weald vou rredir rhe 595 rp khe
lcammitrean’

.\|_='I.*.1 wrby st ‘i"|!"'|"'i["f1' wna whe1 *hp
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]yﬂu will look at the riders, vou will mee that there 1is
a gross amount and n net amount on the riders.

n Yes

A And the gross amount s what pot credited back
:ta the campalign; because that was the amount rhat they

paid rto us.

And the net amount was --
A And the net amount was what we had paid to
| the station.

|
( 0 And what the check should have been in the

”nmﬂunt of that came back from the station?

Il A The check was for the net amount of the spot
|
lthat was misned or whatever It was for exactly the

amount that we had pald them ftor that spot

0 Back to the accounting aystem of the agency
{icsell, was this a typical type of accounting system that
you used for this account?

A Well, 1t really was not a typical accounting

“ayntam. I didn't aven consider it an accounting system.
“

|syatem was set up so that 1 would know, vou know, for my

It was to me a racord keeping system, The

internal records what was golng on., You know, we knew we
had a contracet for a certain amount of money: and we knew
we were polng 1 meney on t_l-“; '.’1:1']’“; i Bur T wepntad

to know since r ederal funds exactly where the money
|
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wan, 4and so that was the reason we set up a numerical
gystemn for Involces and a separate account, g separate
bhank account so that if anyone wanted to look at 1t,

rhey would not have to look at all of the agency business

that went along with it. It was handled as a regular

account., It was billed only, you know, daily because of
the fact that we had to pav In advance. But the systam
that we used was the basic svstem that we used for all

of aur clients where we bill and then pay after they pay. |

0 Other political accounts, was this handled

|rlikn other politieal accounts, other campailpn accountaf
|
|H ) Yes 1t was except that 1r was much more
I
|

ixnlnm*nnuu

|i vou worked on other campaign accounts?

|
l gt scate campaigna,
|

Vrat atate?

Ceorgla pubernmatorial, senatorial,

Colng bac!. to the time when you first became
dware that vou were paving out more monev than the 10.5
million in the contract, do you recall was there some
poeint in time when vou realired that?

N, there wasn't,

thare some point In time when that

didn't knew Lt T at all times
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| knew that I did ner, you know, waa not paying out all

of the monev; because there was credit coming back in.
) For clarification, there were two accounts

that we talked ahout, twe checkinpg accounts, 1 puess.

A Yes.

4] Were there other accounts which were used
with the Carter Campalign, peneral election?

A I did pavy some production, miscellaneous
expenses from the regular agency account.

0 When did vou do that?

A I don't know exactly when I did them, but I
know why 1 d44d 1+,

Why did vou do 1ic?

A I d*d 4i¢r hecause thev were out-of-pocket
expenses for COD shipmente that came in from UPS, travel
expenses that were hilled to me on American Express,

various, vou know, people in the agency that had expenses|

relacive to thelr working on the campalipgn, either mileage
or ajrline rickers that they had personally paid for

0 Why would vou take those out of the general
agency account /!

A Fecause in keeping with the system that we
had, we would have had ro ripht away bill those little
pieces of paper and recelpts to the campaipn; and it

really w have kind of messed up the svstem that we
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had because there were ruch small amounts.

0 When vou say, "travel," fer who do you recall?
A Travel for people who were filming all over

country or travel for Mr. Rafashoon.

Q Nid you ultimately bill the committee for

these amounta?
Yﬂ.ﬂ, T f|[|1.
0 llow would they work into this syatem?

A They would be billed on a production invoice

and prabablw coded aa travel or shinping or whatever rhey
were, UPS 13 on there, some telephone expenses; but they
wore all billed 1frer they were pald, some of those mis-
cellanaon.
"Nld oy pyer uge a draw on anv other sceounts?
Mo, T Jdon't think so, nn,
Could von have?
A T rould have by mistake, yea, T am pure: hut
at that point in rime, we did not have -- during the

campaien, we did not have anv other accounts except a

| specin]l accouc, I am not really sure when the special

What 1is the apecial account?

|
| accou.t was cpened
|
|

»

It was a apecial account that was set up for

| other political elientas, and I don't believe it was seor

|
|
l o vitcil after the elaction
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Could vyou have drawn on that account?
After the election, I could have, yes.

0 Do you know if you did?

A I do not really know. I may have picked up a
check and put it in there, I could have done it.

0 Anything 1is possible?

A Ripht.

n As to commissions, vour practice prior to the
29th of Octobear was invariably to write the commission
check when the check came in from the committee?

A Right,

0 Take the commission check and depoaited 1t
into tha general account?

Right. That wae the procedure.

Q After that it changed You said at one polnt

| there were commissions left in the account.

A Fipht., They were left in there The checkn
were cut, but they were not tranaferred to the other
account; because I did not want to run out of money 1f 1
had to pay aome small bills that came in from some other

| vendora

Did you talk to anvone about doing that?

racall how much money 1t was?

don " t.
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0 Do vou recall when you did this, when you
ideutded to do this?

A No. T really don't., I would have to look 1t

0 Pid you have any accounting method for these

lcheckn which had not been deposited? They had beean cut,

I puess, and --
A No. There was no accounting method except
| we were not depositing it {in another account,
{ Q Did you talk to anvone about 1it?
No, I did not.
Where did you keep these checks?
Probahly {n mv desk drawer
Did you at some point in time deposit them?
R

Have they all been deposited, to your knowl-

To my knowledpe, thev have been, ves,.
Would yvou deposit them at any particular time?
There was no really system for deposits,
whenever we touch up depending on the volume of checks
we had to deposit, We were gettine in sometimes 530 to
day from stations, refund checks; and we
would depesit them whenever.

ashows that on December 231d that
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573,000 in commisaion checks had cleared,
Yes.
0 Do you recall why around that time you would
| have deposited?
| A Mo , [ don't know whe.
0 Da recpnll doinpg 17
Moy l don't recall doing it
Do yvou racall talking to anvone about that
time about doing 1c?
Mo, T don't, I would think I orebably did 4t
i{f the money waas in cthe account to be transferred out
from the credits that had been recelived.
Ld have looked at rhar checking
account itself ry =ake sure that you were not overdrafting
that account?

Right, veakbk,

8] And that 18 the only yardstick vou would have %upd

would have been whether you were overdrafting the accountl
Yes

Do woau know at the end of the vear approximately

Lvere any bill ro he paid?

There wéere some other bills that were =-- we

lnTe about We were not sure 17

e fust haeld up pavment on ther

1# Wit I"Tl'l'-["
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I do not know,
lilow would you hassle with vendors?
Well, if they sent you a bill that was not
| correct or 