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FEDERAL ELECTION COMMISSION

WASHINGTON DC 204613

April 15, 1992

MEMORANDUM

TO: FRED EILAND
CHIEF, PRESS OFFICE

FROM: ROBERT J. COSTA wh i~ n23C _ G-
ASSISTANT STAFF DIRECTOR
AUDIT DIVISION

SUBJECT: PUBLIC ISSUANCE OF THE FINAL AUDIT REPORT
ON AMERICANS FOR ROBERTSON, INC.

Attached please find a copy of the Final Audit Report on
Amercians for Robertson, Inc., which was approved by the

7 annission on Harch 26,’1992.

Informational copies of the report have been received by all
parties involved and the report may be released to the public.

Attachment as stated

cc: Office of General Counsel
Office of Public Disclosure+
Reports Analysis Division
FEC Library




FEDERAL ELECTION COMMISSION

WASHINCTON. O €. 20463

April 7, 1992

Mr. Fred H. Shafer, Treasurer

Americans for Robertson, Inc.

c/0 Vandeventer, Black,
Meredith & Martin

500 World Trade Center

Norfolk, vA 23510

Dear Mr. Shafer:

Attached please find the Final Audit Report on Americans for

Robertson, Inc. The Commission approved the report on March 26,
1992.

~ In accordance with 11 C.F.R. §9038.2(c)(1) and (d)(1), the A
Commission has made an initial determination that the Candidate is
to repay to the Secretary of the Treasury $388,543.78 within 90
days after service of this report July 9, 1992. Should the
Candidate dispute the Commission’s determination that a repayment
is required, Commission regulations at 11 C.F.R. §9038.2(c)(2) §
provide the Candidate with an opportunity to submit in writing,
within 30 calendar days after service of the Commission’s notice
May 11, 1992, legal and factual materials to demonstrate that no
repayment, or a lesser repayment, is required. Further, 11 C.F.R.
§9038.2(c)(3) permits a Candidate who has submitted written
materials, to request an opportunity to make an oral presentation

in open session based on the legal and factual materials
submitted.

The Commission will consider any written legal and factual
materials submitted by the Candidate within this 30 day period in
making a final repayment determination. Such materials may be
submitted by counsel if the candidate so elects. If the Candidate
decides to file a response to the initial repayment determination,
please contact Kim L. Bright-Coleman of the Office of General
Counsel at (202) 219-3690 or toll free at (800) 424-9530. 1If the
Candidate does not dispute this initial determination within the
30 day period provided, it will be considered final.

The Commission approved copy of the Final Audit Report will
be placed on the public record April 13, 1992. Should you have

any questions regarding the public release of this report, please
Eiland of the Commission’s Press Office at (202)

Any questions you may

contact Fred S.
219-4155 or toll free at (800) 424-9530.
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have related to matters covered during the audit or in the report
should be directed to Rick Halter of the Audit Division at (202)
219-3720 or toll free at (800) 424-9530.

Sincerely,

A AT

Robert J. Costa
Assistant Staff Director
for the Audit Division

Attachments:

Final Audit Report on Americans for Robertson, Inc.

€c: Reverend M.G. "pat” Robertson
. Gordon Robertson {copy includes Schedules re: States and
b 2% Overall Limitations; NOCO Statement)
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FEDERAL ELECTION COMMISSION -
WASHINCION. D C 20963

REPORT OF THE AUDIT DIVISION
ON
AMERICANS FOR ROBERTSON, 1INC.

I. Background

A. Overview

This report is based on an audit of Americans for
Robertson, Inc. ("the Committee”) to determine whether there has
been compliance with the provisions of the Federal Election
Campaign Act of 1971, as amended ("the Act) and the Presidential
Primary Matching Payment Account Act. The audit was conducted
pursuant to 26 U.S.C. § 9038(a) which states that, "After each
matching payment period, the Commission shall conduct a thorough
examination and audit of the qualified campaign expenses of every
candidate and his authorized committees who received payments
under Section 9037."

In addition, 26 U.S.C. § 9039(b) and 11 C.F.R. §
9038.1(a)(2) state, in relevant part, that the Commission may
conduct other examinations and audits from time to time as it
deems necessary, and to require the keeping and submission of any
books, records, and information which it determines to be
necessary to carry out its responsibilities.

The Committee registered with the Federal Election
Commission on October 15, 1987. The Committee maintains its
headquarters in Chesapeake, Virginia,.

The audit covered the period from July 15, 1986 through
May 31, 1988.1/ In addition, data relating to the Statement of Net
Outstanding Campaign Obligations (NOCO) were reviewed through
December 31, 1991.2/-The Committee reported an opening cash
balance of $0, total receipts of $38,597,378.18, total disburse-
ments of $38,520,419.63, and a cash balance of $76,958.55 on May
31, 1988. Under 11 C.F.R. § 9038.1(e)(4) additional audit work
may be conducted and addenda to the report, issued as necessary.

1/ This report does not address the matter included in MUR 2262
concerning the Committee not filing reports and statements on
a timely basis.

2/ For the period September 1, 1988 through December 31, 1991,
the review of activity relating to the NOCO was based on
unaudited reported activity.



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

B. Rey Personne

The treasurers of the Committee from its inception to
present are:

Mr. Edward Whelan from November 20, 1986 to November 4, 1987,
Mr. James Patterson from November 5, 1987 to March 2, 1988,
Mrs. Carol Simpson from March 3, 1988 to March 20, 1988, and
Mr., Fred Shafer from March 21, 1988 to present.

C. Scope

The audit included such tests as verification of total
reported receipts, disbursements and individual transactions;
review of required supporting documentation; analysis of Committee
debts and obligations; review of contribution and expenditure
limitations; and such other audit procedures as deemed necessary
under the circumstances; except that as a result of the
~“unavailability of persons knowledgeable of certain events which
occurred during the audit period, coupled with the absence of
sufficient competent evidentiary matter with respect to
disbursements, receipts, state bank account activity, certain
contracts and agreements apparently entered into by the Committee
as well as other matters discussed in this report, the scope of
the Audit staff’s examination was limited.

I11. Findings and Recommendations Related to Title 2 of the
United States Code

A. Documentation For Receipts

Section 432(c) of Title 2 of the United States Code
states that the treasurer of a pclitical Committee shall keep an
account of all contributions received by or on behalf of such
political committee,

During our review of Committee bank accounts the Audit
staff attempted to identify the source of funds deposited into the
Committee’s state bank accounts. According to Committee officials
it was the Committee’s policy that all funds [including
contributions, refunds/rebates, etc.] were to be deposited at
National headquarters and that only funds transferred from
National headgquarters accounts were to be deposited into state
bank accounts. However, Committee officials did state that they
were awvare that in some instances contributions were deposited
directly into state bank accounts.




The Audit staff identified deposits into state bank
accounts totaling $561,452.39. After an extensive review of
documentation made available with respect to these deposits, the
Audit staff was able to identify the source of funds relative to
$184,811.42 of the $561,452.39; however, the source of $376,640.97
in state bank account deposits could not be determined given the
limited amount of information made available.

In the interim audit report, the Audit staff recommended
that within 30 days of service of that report the Committee

° obtain information with which to determine the
source of funds relative to the aforementioned
$377,240.97 in deposits and provided same to the
Audit staff; and

file the appropriate amendment(s) to itemize, as
required, the identification of the source of funds
deposited.

In addition to requesting the documents from the
Committee, the Commission at the same time subpoenaed from the
banks involved, copies of deposit tickets and checks deposited.

_The information received as a result of these actions provided the

Audit staff with the identification of the source of funds for all
of the deposits mentioned above. A review of the deposit slips

and checks did not reveal a material number of contributions which
required itemization.

Recommendation $#1

The Audit Staff recommends no further action on this matter.

B. Matters Referred

Certain matters noted during the audit were referred to
the Commission’s Office of General Counsel.

I11. Findings and Recommendations Related to Title 26 of the
United States Code

A. Calculation of Repayment Ratio

Section 39038(b)(2)(A) of Title 26 of the United States
Code states that if the Commission determines that any amount of
any payment made to a candidate from the matching payment account
was used for any purpose other than to defray the qualified
campaign expenses with respect to which such payment was made it
shall notify such candidate of the amount so used, and the

candidate shall pay to the Secretary an amount equal to such
amount.



The regulations at 11 C.P.R. §9038.2(b)(2)(1iii) state
that the amount of any repayment sought under this section shall
bear the same ratio to the total amount determined to have been
used for non-qualified campaign expenses as the amount of matching
funds certified to the candidate bears to the total amount of
deposite of contributions and matching funds, as of the
candidate’s date of ineligibility.

The formula and the appropriate calculation with regpect
to the Committee’s receipt activity is as follows:

Total Matching Funds Certified through the date of
Ineligibility - 4§/28/88

Numerator plus Private Contributions Received through 4/28/88

$8,620,257.45
- .305142

$28,250,010.16

Thus, the repayment ratio for non-qualified campaign expenses is -

30.5142%.

B. Apparent Non-qualified Campaign Expenses

Section 9038(b)(2) of Title 2 of the United States Code
states in part that if the Commission determines that any amount
of any payment made to a candidate from the matching payment
amount was used for any purpose other than to defray the qualified
campaign expenses with respect to which such payment was made it
shall notify such candidate of the amount so used, and the

candidate shall pay to the Secretary an amount equal to such
amount.

Under 11 C.F.R. §9038.2(b)(3), failure to provide
adequate documentation in accordance with 11 C.F.R. §9033.11(a),
may result in a Commission determination that the undocumented

expenditures are non-qualified campaign expenses subject to
repayment.

Sections 9034.4(b)(3) and 9034.4(a)(3) state in relevant
part, that expenses incurred after the candidate’s date of
ineligibility, are not qualified campaign expenses except to the
extent, they are costs associated with the termination of
political activity, such as the costs of complying with the post
election requirements of the Act and other necessary
administrative costs associated with winding down the campaign.




Section 9033.11(a) states in relevant part that the
committee shall obtain and furnish to the Commission on request
any evidence regarding qualified campaign expenses made by the
candidate, his or her authorized committees and agents or persons
authorized to make expenditures on behalf of the candidate or
committee as provided in 11 CFR 9033.11(b).

1. Payment of Penalties and Post Ineligibility
Expenses

During the course of the Audit staff’s review of
expenditures, it was noted that the Committee and its agent made
13 expenditures totaling $88,894.29 for other than qualified
campaign expenses. Nine of the expenditures involved payments for
tax penalties to the Federal government and several local
governments. The remaining four expenditures appear not to be
valid winding down costs or payments of an expense incurred prior
to the date of ineligibility. The Audit staff provided the
Committee with a copy of a schedule detailing 11 of the 13
expenditures, totaling $72,078.67, at the exit conference. The
Committee did not make any comments relative to the matter
mentioned above.

The recommendation contained in the interim audit
report advised the Committee that absent a showing to the
contrary, within 30 calendar days of service of this report, the
Audit staff will recommend that the Commission make an initial
determination that the expenditures totaling $88,894.29 be viewed
as non-qualified campaign expenses and a pro rata portion,
$27,532.70 ($88,894.29 x .309724), be repaid to the United States
Treasury pursuant to 26 U.S.C. §9038(b)(2).

The Committee, in its response to the interim audit
report, stated that it had no choice but to pay tax penalties and
interest when tax payments, due to lack of cash flow, were not
paid timely. The Committee noted that the "IRS Code admits no
latitude upon that ground." The response then notes that "it goes
against common sense to require AFR [the Committee] to pay funds
to the U.S. Treasury because AFR had to pay penalty and interest
to I.R.S. 1If AFR had not paid these amounts, a branch of the
federal government would be seeking payment. Since AFR did pay
these amounts, another branch of the U.S. government is
objecting.”

In the opinion of the Audit staff, the Committee’s
argument is not persuasive. The Commission’s regulations at 11
C.F.R. §9038.2(b){(2) provide that the payment of fines or
penalties resulting from a violation of state or federal law is an
example of a non-qualified campaign expense, the pro rata portion
of which the Commission may determine is subject to repayment
under 26 U.S.C. §9038(b){(2). No "credit" or "allowance" is or
should be acknowledged relative to the payee receiving a payment
determined to be a non-qualified campaign expense.

i
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Pinally, the Committee elected to add:essf%
payments, totaling $16,815.62, for the purchase of buttons, bumper
stickers, etc., under its response to Finding 111.B.2. which
addresses expenses associated with the Republican National
Convention. Accordingly, these items are addressed at Finding
111.B.2.; the 11 items, totaling $72,078.67 ($88,894.29 less
$16,815.62), are detailed at Attachment 81.

Recommendation §2

On March 26, 1992, the Commission made an initial
determination that $72,078.67 in tax penalties and payments not
related to winding down activities are non-qualified campaign
expenses and that the Committee make a pro rata repayment to the
United States Treasury of $21,994.23.

2. Expenses Paid Relative to the Republican National
Convention

According to Committee officials, the candidate and
staff attended the Republican National Convention in New Orleans,
Louisiana during the week of August 14, 1988. The Committee
maintained a file of paid expenses related to the convention. The

~Audit staff’'s review of the file disclosed expenses for air fares,

hotel rooms, equipment rentals, car rentals, food purchases, phone
banks and the cost of decorating and renting a hospitality center.
The total amount of these expenditures was $57,666.39. Of this
total, $6,738.25 was spent for travel, $1,766 for phone workers'

salaries, and the remaining $49,162.14 for hotel rooms and other
services. !

At an interim conference on %/1/88, the Committee’'s
campaign director stated that these expenditures were made for
Delegate maintenance. However, the Committee did not make any
response to this matter, when it was presented at the exit
conference. ‘

The reference, made by the campaign director, to
"delegate maintenance” is not, in the Audit staff's opinion,
sufficient to transform the aforementioned convention related
expenses/non-qualified campaign expenses to valid winding down
costs.3/

The recommendation contained in the interim audit
report advised the Committee that absent a showing to the
contrary, within 30 calendar days of service of this report, the

3/ In the previous election cycle, the Commission made repayment
determinations and obtained repayments relative to convention
related expenses incurred and paid by candidates who had
withdrawn or had become ineligible by operation of 11 C.F.R.
§3033.5.
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Audit staff will recommend that the Commission make an initial
determination that the expenditures totaling $57,666.39 be viewed
as non-qualified campaign expenses and a pro rata portion,
$17,860.66 ($57,666.39 x .309724), be repaid to the 'United States
Treasury pursuant to 26 U.S.C. §9038(bj}(2).

The fommittee’'s response to the interim audit
report, dated June 25, 1990, contained the following discussion:

"AFR needed to have a presence at the Republican
National Convention in New Orleans during the
week of August 14, 1988 in order to aid its
fundraising efforts to retire debt. At times
during this campaign, negative press reports had
a substantial impact not only on the candidate's
popularity but also on contributions.

Following Super Tuesday, contributions fell off
dramatically. AFR contends that this fall off
in contributions was not only due to the
candidate’s loss of Super Tuesday but also was
due to extremely negative press coverage. As a
result, it was critically important that the
campaign have a presence in New Orleans and a
hospitality center for delegates committed to
Pat Robertson, in order to have demonstrations
on the floor of the convention during Pat™
Robertson’s prime time speech to the Convention.
AFR has copies of the videotape of this speech
which clearly shows that the efforts of AFR were
successful in creating an overwhelming reception
for Pat Robertson on the convention floor. The
speech and the presence of the campaign staff
during the Convention created positive press
reports, positive relations with key members of
the Republican Party and ameliorated the
negative image of the campaign’s candidate.
These efforts had a direct impact on the
Committee’s ability to raise funds as shown by
the success of the Response Media fundraisers.
In July 1988, AFR raised $42,650 through direct
mail. In contrast, August of 1988 yielded
$127,347. Without the expenditures at the
Convention, and attendant favorable publicity,
the Response Marketing fundraising letters being
mailed contemporaneously with attendance at the
Convention would have failed. Accordingly, the
Commission should view these expenditures as
being legitimate wind down campaign expenses."

As noted above, the Committee attempts to portray
the candidate’'s and his staff’s attendance at the Convention as
being instrumental with respect to the Committee's ability to
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raise funds, and thus concludes thaﬁithe expenses, (otaling
$74,482.01, should be viewed as legitimate winding down expenses.
The Audit staff disagrees.

First, the Audit staff questions whether a causal
relationship could exist in light of the candidate’s situation at
the time of the Convention. He had been out of the nominating
process since at least April 28, 1588, date of ineligibility.
Further, the figures provided in the response are not accurate,
according to a recap of the mailings in question provided to the
Audit staff by the Committee during fieldwork. Briefly, the ]
response states that the Committee raised $42,650 in July and |
$127,437 in August through direct mail. According to the recap of
Response Marketing mailings, the Committee raised approximately
$131,000 in July as a result of a 154,700 piece mailing, dated
July 18, 1988. That same mailing produced an additional $208,859
through Augqgust 17, 1988.

The second mailing, referred to as contemporaneous

with the candidate’s attendance at the Convention, which was a
follow-up to the same 154,700 addressees and included the same
letter as sent on July 18, 1988, raised $140,000 between August 18
and August 31, 1988, and approximately $55,000 during the period
September 1 to September 20, 1988. Said another way, direct
- mailing receipts through August 17, 1988 totaled approximately

340,000 while receipts for the period August 18 through September
20, 1988 totaled $244,000, according to the recap. The increase
suggested in the response, expressed in dollars raised, is
threefold, whereas a decrease4/ of about 28% occurred. Further,
the actual response rate (number of pieces) was 6.63% through
August 17, 1988 and 5.15% after August 18, 1988. i

In summary, the figures presented above, in the
Audit staff’'s opinion, demonstrate sufficiently that no
significant relationship appears to have existed as asserted by
the Committee. The dollars raised through August 17, 1988 from
the July 18, 1988 mailing, when compared to the dollars raised
from the August mailing, do not support the Committee's position.

Recommendation #3

On March 26, 1992, the Commission made an initial
determination that $74,482.015/ in convention related expenses are
non-qualified campaign expenses and that the Committee make a pro
rata repayment to the United States Treasury of $22,727.59.

4/ The Audit staff does not know the source of the Committee’s
figures nor do we know the quality of the mailing list used.

5/ $57,666.39 plus $16,815.62 transferred from Finding I11.B.1.
(refer to Attachment #2 for a list of the expenses in
question).



3. HMEM & associates, Inc.

MEM and Associates, Inc. ("MEM") is a Texas based
company which received approximately $1.57 million in payments
from the Committee. The Audit staff found that invoices
supporting $1,341,998.15 in expenditures made to MEM were not
sufficiently detailed to identify the services provided to the
Committee. In addition, no invoices were made available relative
to $20,766.09 in payments.

The information made available during fieldwork
generally consisted of a one page, brief summary which included an
explanation in very general terms concerning the work performed.
None of the documentation furnished by the Committee provided any
discernible information pertaining to a program(s) or project(s)
performed by MEM on behalf of the Committee. According to the
Committee, services performed by MEM included key punching, list
preparation, and operation of phone banks. However, neither
Committee officials nor the information prepared by MEM provided
the identification of specific phone banks, specific lists
prepared, or the extent of key punching work performed.

Also according to the Committee there were no
written agreements or contracts between MEM and the Committee.
However, it should be noted that the Audit staff did locate a
memorandum, dated 11/7/86, which includes a reference to a written
contract between MEM and the Committee. Committee officials
responded at the exit conference that they could not explain the
reason{s) for the reference to a written contract in the
memorandum, and restated their position that no written contract
existed between MEM and the Committee.

It is the Audit staff’'s opinion that expenditures
made on behalf of the Committee by MEM should be documented in a
manner sufficient to make a determination that the services
provided were in connection with the candidate’'s campaign for
nomination and thus the payments made by the Committee represent
qualified campaign expenses. Therefore, the Audit staff is not in
a position to state that the expenditures in question are
qualified campaign expenses. In addition, a definitive assessment
can not be made as to whether these expenditures require
allocation to a state(s) expenditure limit at this time.

The Audit staff, in the interim audit report,
recommended that within 30 calendar days of service of the interim
report the Committee provide documentation with respect to the
following:

all programs and projects implemented by MEM on
behalf of the Committee;

total cost associated with each program and
project;



methods, if any, of identifying allocable expenses
to a given state spending limit; and

accounting records which document all transactions
between MEM and the Committee to include but not
limited to dateg of incurrence of expenses on
behalf of the Committee, dates on which payments
were received from the Committee. This
documentation is to be in sufficient detail to
reference to MEM invoices submitted to the
Committee.

The Audit staff also noted that further
recommendations will be made after review of the information
requested, which may include a recommendation(s) concerning
repayment(s) pursuant to 26 U.S5.C. §9038(b)(2).

In response to action taken by the Commission
relative to the interim audit report, the Audit staff obtained
additional records from the Committee and via subpoena from MEM.
Records provided included photocopies of (1) a contract between
MEM and the Committee, (2) invoices and correspondence, (3)
deposit tickets prepared by MEM, and (4) samples of apparent voter
lists prepared by MEM. Based on the Audit staff’s review of these
materials, as well as materials obtained during audit fieldwork,
the disbursements noted as undocumented in the interim report are
now considered documented for purposes of 11 C.F.R. §9033.11.
Services provided by MEM (i.e., phone banks and mailings) which
relate to the allocation of expenditures to states are discussed
at Finding III.C. below.

Recommendation #4

The Audit staff recommends no further action regarding the
issues presented above.

4. Undocumented Transfers of Funds from National
Accounts

The Audit staff attempted to trace all National
Account disbursements identified as transfers of funds to
Committee bank accounts maintained by state offices. Our review
identified eight of these apparent transfers totaling $18,008.00,

which were not deposited to designated Committee state bank
accounts.

Committee officials could not explain the
discrepancy but stated that they would research the matter.

In the interim audit report, the Audit staff
recommended that absent a showing to the contrary within 30
calendar days of service of the interim report, the Audit staff
will recommend that the Commission make an initial determination
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that the eight untraceable transfers, totaling $18,008.00, b
viewed as non-qualified campaign expenses, and the pro rata
portion $5,577.51 ($18,008.00 x .309724) be repaid to the United
States Treasury pursuant to 26 U.S.C. §9038(b)(2).

In response to the interim report, the Treasurer
stated that the Committee is requesting photocopies of the above
mentioned transfers of funds from its bank. When received, the
Committee will try to track down these expenditures in an effort
to show that they are qualified campaign expenses. To date no
additional information has been provided by the Committee.

Information obtained by the Audit staff relative to
Finding II.A. was reviewed and a transfer of funds of $1,000 was
noted as having been deposited into one of the Committee’'s state
bank accounts. Thus, the amount now considered as undocumented
equals $17,008.00 (see Attachment #3).

Recommendation #5

On March 26, 1992, the Commission determined that $17,008.00
in undocumented apparent transfers are non-qualified campaign
expenses, the pro rata portion ($5,189.86) of which is repayable
to the United States Treasury pursuant to 26 U.S.C. §9038(b)(2).

5. International Cassette Corp.

During the Audit staff’'s review of expenditure
documentation relative to the International Cassette Corporation
(ICC), it was noted that a $25,000 credit representing royalty
payments due the candidate was applied towards an outstanding !
balance due ICC. The letter, which is signed by a "Rocky" Earl
George, Jr., also states that the amount the Committee owes is
$41,886.93 and as a result of applying the $25,000 credit and the
Committee’s payment of the balance $16,886.93, 241,0006/
tapes would be released for shipping. The Committee disclosed the
$25,000 credit as a loan from the candidate in its March 1988
monthly report and subsequently paid the candidate $25,000 on
April 18, 1988 which was reported as a loan repayment.

OQur review of the Committee’'s contributions data
base indicates that the candidate did not contribute any
additional funds to the Committee.

The Audit staff's review indicated that during the
period, ICC billed the Committee $742,042.11 and the Committee

6/ Annotated amounts written in letter, original typed amounts
were $53,386.93, $28,386.93 and 266,000, respectively.
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" made $719,990.75 in payments and was credited with $25,000 from

royalties due the candidate, resulting in an apparent overpayaent
of $2,948.34.

It is the opinion of the Audit staff that the
transaction invelving the $25,000 in royalty payments due the
candidate, but applied towards the outstanding balance due ICC, is
inadequately documented. Further, it appears that the Committee
apparently overpaid ICC in the amount of $2,948.34.

In the interim audit report, it was recommended
that the Committee within 30 days of service of the interim report
provide the following:

° documentation which details the source of the
$25,000 in royalty payments credited to the
aforementioned outstanding balance. The documents
should include but not be limited to all contracts
between the candidate and 1CC and the basis upon
which the $25,000 was calculated.

provide photocopies of all cancelled checks (front
and back)} issued by the Committee related to any
transactions with ICC along with all invoices,
bills, statements, correspondence and any other
information related to all transactions between the
Committee and the above named individual/firm.

In response to the interim report, the Committee
made available all the documentation in its files relating to ICC
along with all invoices, bills, statements, correspondence, and
all cancelled checks issued to ICC. The Committee also provided
an agreement, dated July 20, 1987, between the candidate and ICC
in support of the $25,000 in royalty payments?/ related to the sale
by ICC of a 6 audio tape set, entitled "Crisis in America."

A review of additional information obtained from
ICC via subpoena indicated that there was no overpayment to ICC by
the Committee.

Recommendation #6

The Audit staff recommends no further action be taken.

1/ According to the contract, the candidate was to receive
$50,000 in advances which was to be offset by the first
$50,000 worth of royalties, computed as follows: $0.50 per
cassette on the first 100,000 copies of the programs sold,
$0.60 per cassette on the next 50,000 copies, $0.70 per
cassette on the next 50,000 copies, and $0.80 per cassette on
all subsequent copies sold.
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C. Allocation of Expenditures to States R

Section 9035(a) of Title 26 of the United States Code
states, in part, that no candidate shall knowingly incur gualified
campaign expenses in excess of the expenditure limitation
applicable under section 44la(b)(1)(A) of Title 2.

Section 9038.2(b)(2)(i)(A) of Title 11 of the Code of
Federal Regulations provides, in part, that the Commission may
determine that amount(s) of any payments made to a candidate from
the matching payment account were used for purposes other than to
defray qualified campaign expenses. Section 9038.2(b)(2)(ii)(A)
of Title 11 of the Code of Federal Regulations states that an
example of a Commission repayment determination under paragraph
(b1(2) of this section includes determinations that a candidate, a .
candidate’s authorized committee(s) or agents have made '
expenditures in excess of the limitations set forth in 11 CFR
9035.

Section 44la(b)(1)(A) and 44la(c) of Title 2 of the
United States Code provide, in part that no candidate for the
office of President of the United States who is eligible under
Section 9033 of Title 26 to receive payments from the Secretary of
the Treasury may make expenditures in any one state aggregating in

- excess of the greater of 16 cents multiplied by the voting age '

populaticn of the state, or $200,000.00 as adjusted by the
Consumer Price Index.

Section 106.2(a)(1l) states, in relevant part, that
except for expenditures exempted under 11 C.F.R. 106.2(c), {
expenditures incurred by a candidate’s authorized committee(s) for
the purpose of influencing the nomination of that candidate for
the office of President with respect to a particular State shall
be allocated to that State. An expenditure shall not necessarily
be allocated to the State in which the expenditure is incurred or
paid. In the event that the Commission disputes the candidate’'s
allocation or claim of exemption for a particular expense, the !
candidate shall demonstrate, with the supporting documentation, !
that his or her proposed method of allocation or claim of
exemption was reasonable.

Section 106.2(a)(2) states that disbursements made prior
to the time an individual becomes a candidate for the purpose of
determining whether that individual should become a candidate
pursuant to 11 C.F.R. 100.7(b)(1) and 100.8(b)(1), i.e., payments
for testing the waters, shall be allocable expenditures under this
section if the individual becomes a candidate.

Section 106.2(b}{(1) states that unless otherwise
specified under 11 C.F.R. 106.2(b)(2), an expenditure incurred by
a candidate’'s authorized committee(s) for the purpose of
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influencing the nomination of that candidate in noreAthaﬁ one
State shall be allocated to each State on a reascnable and
uniforzly applied basis. )

The Committee disclosed on FEC Form 3P, page 3,
$429,669.92 in expenditures allocated to the New Hampshire
limitation and $762,118.68 in expenditures allocated to the lowa
limitation as of 5/31/88. The Audit staff, based on the
information provided by the Committee, was unable to determine
within a material degree of certainty, the derivation of the
amounts reported by the Committee as allocated to the New
Hampshire and Iowa state limitations. Therefore, the Audit staff
proceeded to develop its own calculation, utilizing certain
amounts developed by the Committee, of expenditures allocable to
the respective states’ limitation. Specifically, the Audit staff
determined the total amount of expenditures allocable to New
Hampshire as $821,763.48 and with respect to Iowa, the amount
allocable as $1,222,707.87, or $360,763.48 and $447,490.27
respectively in excess of the respective state limitation based on
information provided during audit fieldwork.

The Committee did not maintain a general ledger, however
a disbursement journal was available for our review. A test of
the allocations contained in the disbursement journal revealed
that the allocations were correct; therefore the disbursements
journal was used as a base to determine expenditures allocable to
lowa and New Bampshire. To the disbursements journal total was
added disbursements made from the state bank accounts maintained
in Iowa and New Hampshire; allocable payroll disbursements froa
the Committee’s payroll journal along with payroll taxes;
allocable disbursements for media; allocable disbursements to a
political voter contact firm; and finally allocable Committee
payables.

Shown below is a recap of categories of allocable costs
identified by the Audit staff which was contained in the interim
audit report.




Category

1. Disbursements Made from
National Bank Accounts
{excludes Media, payroll
and Voter Contact Services,
see below)

2. Gross Disbursements Made
from State Bank Accounts
[exemption at 11 C.F.R.
§106.2(c)(5) with respect
to overhead not calculated.]

3. Payroll Disbursements to
Employees per Committee’s
Payroll Journal, [net of
11 C.F.R. §106.2(c)(5)
exemption with respect to
salary.) .

4. Payroll Taxes Paid to
States

5. Media Disbursements
6. Voter Contact Services
7. Direct Mail
8. Accounts Payable 8/31/88
Total Allocable
State Spending Limit

Amount in Excess of Limit8/

Expenditures Allocable tolowa and

New Hampshire State Limit:
Audit Analysis as of 8/31/88

As Contained in Interim Audit Report.

Iowa

$ 79,039.68

383,476.50

171,437.02

10,798.73

514,344.93
-0-

50,136.62

13,474.39

$1,222,707.87

(775,217.60)

2_447.490.2]

New
Hampshire

§ 80,548.94

262,620.31

113,240.44

-0-

211,565.27 ’
133,252.47

20,536.05
$821,763.48
(461,000.00)

2360,763.48

8/ The fiqures calculated by the Audit staff were subject to
adjustment due to (a) exemptions which may be claimed by
the Committee, (b) identification of additional allocable

amounts based on review of documentation (c¢)

identification

cf liabilities not recognized by the Committee as of
8/31,/88, and (d) additional information which may be
submitted by the Committee in response to this Finding.



One area in which the Audit staff disagreed with the
Committee’s allocation calculation was the Committee’s allocation
of certain states’ payroll and overhead expenses to-regional
offices. The Committee’s allocation records indicated that the
New Hampshire and lowa state offices were viewed by the Committee
as regional campaign offices. According tc the Committee, the New
Hampshire region consisted of New Hampshire, Vermont, Connecticut,
the District of Columbia, Delaware, Maine, Maryland,
Massachusetts, New Jersey, New York, Pennsylvania, and Rhode
Island. The lowa region consisted of Iowa, Illinois, Indiana,
Michigan, Minnesota, Missouri, Ohio, South Dakota and Wisconsgin.
The Committee allocated payroll and overhead of the New Hampshire
and Iowa offices to the respective states in the region based on a
ratio of a given state’s spending limit to the total of spending
limits for all states in the region. For example the ratio used
to allocate the New Hampshire region expenditures to the New
Hampshire spending limit is 2.7%.

$461,000 NH State limit
- 2.7%

$17,065,482.40 Sum of
spending limits for all
states in NH region

The Audit staff could not find any evidence to support
the Committee’s assertion that the New Hampshire and lowa offices
functioned as regional offices. Committee officials could not
identify any directors of the regional offices and there was no
evidence that the various state offices in the region did not
function independently. Except for Connecticut, Wisconsin and the
District of Columbia, all of the state offices in the New
Hampshire and Iowa regions maintained separate bank accounts.
Also, activity in the so called New Hampshire and Iowa regional
offices was minimal after February 1988 even though the primary
elections relative to all of the other states in the regions were !
held thereafter. Committee officials had no comment regarding
this matter.

Based on the review of the information made available,
it was the opinion of the Audit staff that the New Hampshire and
Iowa state offices did not function as regional offices; therefore
the Audit staff included 100% of New Hampshire and lowa payroll
and overhead as allocable to the limits in those states.

In the interim audit report, the Audit staff recommended
that within 30 calendar days of service of the report, the
Committee provide information/documentation to demonstrate that
the aforementioned states’ expenditure limits were not exceeded,
or exceeded to a lesser amount than shown and file amendments to
its reports to reflect the correct amounts allocable to the New
Hampshire and Iowa spending limits.



Following is a discussion of the Committee’s rliéon;c to
the interim audit report:

1. REGIONAL OFFICES

In response to the interim audit report, the
Committee provided an undated document entitled "AREAS COVERED BY
REGIONAL POLITICAL DIRECTORS’ which listed six different regions
along with the names of the regional directors. According to this
document it appears that New Hampshire was in the Northeast Region
along with eleven other states and lowa was in the Midwest Region
with eight other states. Regarding the Northeast region, the
Committee provided a number of memoranda authored by the regional
director which indicate that he and his assistant’s salaries
should not be allocated 100% to New Hampshire since they spent
time working in other states, including Iowa and other states
outside of the Northeast region. The memoranda also mention that
other staff members will be delegated to Rhode Island, Maine, and
Massachusetts for a minimum of four days each month. The Committee
also provided expense and month end reports which indicate that
staff spent time in Rhode Island, Maine, and Massachusetts during
1987. Also provided were telephone bill pages showing itemized
calls covering the period April 28, 1987 through December 27,
1987. The telephone bills reflect calls to numerous states both
inside and outside the Northeast region. The Committee did not
provide the summary pages of the bills, therefore it is not
possible to determine where the telephones were located in New
Hampshire. However, the billing account number does indicate that
the bill is for service for a New Hampshire phone number.

Regarding the Midwest region, the Committee
provided letters from five individuals who state that they
traveled to other states to coordinate and help where necessary.
Also provided were telephone bill pages showing itemized calls
which covered the period December 1986, through December 1987,
which, as in the Northeast region, contain calls to other states
both inside and outside the region. Also, as in the Northeast
region, the summary page of the bills were not provided, although
the phone numbers do indicate service for an Iowa phone number.

Regarding the telephone bills provided, the

Committee notes in its response that it established a national
account with Sprint which was supposed to be used for interstate
calls and therefore, interstate calls made at the Iowa and New
Hampshire headquarters on the local carrier long distance line
were against Committee policy. The Committee further states
"while these calls are fortuitous for helping prove regional
activity, they are necessarily sporadic due to campaign policy."

In the Audit staff’s opinion, the telephone bills
provided are not representative of the total calling activity of
either "regicnal office".




The Committee’s response also makes reference to
Commission Audit staff workpapers which, they state, show
significant activity in the regional offices after the Iowa caucus
and New Hampshire primary. The workpapers referred to are
schedules of disbursements from the Committee’'s disbursements
journal which the Committee annotated in the journal as allocable
to lowa and New Hampshire. The majority of the disbursements
represent payments of expense reimbursements to individuals.
Although the payments were made after the dates of the Iowa caucus
and New Hampshire primary, it is not known whether the expenses
were incurred prior to the date of the caucus and primary.

1t is the opinion of the Audit Staff that although
the Committee has provided indications that some individuals’
expenses which were originally allocated to the New Hampshire and
Iowa limits may be inaccurate. No documentation has been provided
in support of any revision. Further, the information provided by
the Committee does not support the contention that the New

Hampshire and Yowa offices performed the function of regional
offices.

Therefore, the Audit staff has not adjusted the
expenditures allocable to the New Hampshire and Iowa spending
limits based on these offices being regional offices.

2. MEDIA ALLOCATION

In the response to the interim audit report, the
Committee questioned an allocation of $12,840.00 for media
purchased on a New Hampshire television station to the New
Hampshire expenditure limitation. A review of the transaction
discloses that the payment is allocable 100% to New Hampshire
based on the allocation method used by the Committee’s media firm.

As noted in the Committee’s response the
expenditures subject to the New Hampshire limit have been reduced

by $7,731.00 representing the incorrect allocation of a payment on
8 media invoice.

3. VOTER CONTACT SERVICES

In the interim audit report the Audit staff
identified additional allocations of $133,252.47 to the New
Hampshire expenditure limit for voter contact services provided by
MEM Associates (MEM). The amount was derived from two MEM
invoices contained in the Committee’s files which indicated a
charge of $12,500.00 for phone deposits and $120,352.47
representing the costs of a mail drop.

In response to the interim audit report the
Committee states that "The Commission has no documentation that
the $120,352.47 ‘Budget’ for voter contact services was ever paid.




MEM Associates submitted several budgets which were rejecte&‘ﬁy
AFR. AFR cannot locate any payment to MEM Associates in this
amount." .

The Committee expended approximately $1.6 million
to MEM during the period covered by the audit. Via subpoena from
MEM the Commission received a detailed listing of costs incurred
by MEM along with detailed invoices representing approximately
$1.1 million in payments.

For the remaining approximately $.5 million in
payments, invoices were provided, however, detail was not
available from which the Audit staff could determine whether
further allocations to Iowa or New Hampshire were necessary.
Included along with the detailed invoices were two checks dated
January 14, 1988, and January 19, 1988, in the amounts of
$60,747.00 and $59,605.47 respectively which appear to be in
payment of the $120,352.47 mail drop invoice noted above. The
Audit staff also noted additional payments to MEM which
represented services provided in New Hampshire which increase the
amounts allocable to New Hampshire to a total of $274,229.30.

In addition, payments were identified for voter
contact services provided by MEM in Iowa which represent an
allocable amount of $87,291.34. The Audit staff has adjusted the
expenditures allocable to Iowa and New Hampshire to reflect these
amounts.

4. DIRECT MAIL

In the interim audit report the Audit staff
identified an additional $50,136.62 allocable to the lowa
expenditure limit for direct mail services. The allocation was
developed based on a review of incomplete documentation which was
available to the Audit staff during the fieldwork.

The Committee did not provide any comments regarding
this finding in its response to the interim audit report. Via
subpoenas, the Commission received complete vendor documentation
which included detailed invoices, cancelled checks, and contracts.
Based on a review of this documentation the Audit staff determined
that the amount allocable to the lowa expenditure limit should be
increased to $97,509.75. This amount represents payments for
direct mail services provided within 28 days of the caucus and is
chargeable the lowa spending limitation under 11
C.F.R.§110.8(c}(2).

5. EXPENSE REIMBURSEMENTS

The Committee questions the allocation to Iowa of a
$1,000.00 wire payment to an individual along with other payments
which they indicate may be for activities performed in a state for
less than five days. The $1,000.00 payment was a wire transfer to




an individual in Iowa for which the Committee could not provide
any docunmentation. The remaining payments in question were
payments to individuals for travel in New Hampshire and Iowa, A
further review of these documents indicates that a payment
totaling $741.13 which was included as allocable to New Hampshire
in the interim audit report represented activity in the state for
less than five days. The amount allocable to the New Hampshire
expenditure limit has been reduced by this amount. The remaining
payments all represent reimbursements for activity in excess of
five days in a state. Since the Committee has not provided
evidence that the $1,000.00 wire payment does not represent
activity performed in a state for less than five days the amount
remains allocable to Iowa.

In addition further documentation provided in
response to the interim audit report relative to expense
reimbursements disclosed an additional $27,733.05 allocable to
Iowa and $3,021.77 allocable to New Hampshire.

Therefore, the Audit staff has increased the
expenses allocable to those states by these amounts.

6. CASSETTE TAPES

"In the -interim audit report, the Committee was
asked to provide documentation detailing the purchase and payment
of audio cassette tapes from International Cassette Corporation.
(See Finding III B.5.) 1In response to the interim audit report
and a subpoena, the Committee and International Cassette
Corporation provided respectively, along with other documents,
detailed invoices relating to the purchase and shipment of the
cagssettes to various states. The Audit staff reviewed these
invoices and identified additional costs allocable Iowa and New
Hampshire. The Audit staff has increased the amounts allocable to
the Iowa and New Hampshire expenditure limits by an additional
$25,795.20 and $11,790.00 respectively.

Following is a revised schedule of expenditures
subject to the Iowa and New Hampshire limits:




e  Americans for Robe P : T
Revised Expenditures Allocsble to Iowa and New Hampshire
Post Interim Report Response

DESCRIPTION IOWA -NEW'ﬁAK?SHIﬁB

1. Disbursements Made

From National Bank Accounts

(Excludes Media, Payroll,

and Voter Contact Services,

See Below) $ 79,039.68 $ 72,076.81

2. Gross Disbursements Made

From State Bank Accounts

(Exemption at 11 C.F.R.

§ 106.2 (c)(5) with

respect to overhead not

calculated) 383,476.50 262,620.31

3. Payroll Disbursements to
Employees per Committee’s
Payroll Journal (Net of

11 C.F.R. §106.2 (c)(5)
exemption with respect to

- salary) o 171,437.02 113,240.44

‘iij 4. Payroll Taxes Paid I . "

: to States 10,798.73 -0-

- 5. Media Disbursements 514,344.93 211,565.27
6. Voter Contact Services 87,291.34 274,229.30

(Finding III. C.3)

7. Direct Mail 97,509.75 -0~
(Finding IIXI. C.4)

8. Expense Reimbursements
Not Allocated (Finding III. C.5) 27,733.05 3,021.77

9. Audio Cassette Tapes Not 25,795.20 11,790.00
Allocated.(Finding IIl1. C.6)

10.Payables at 8/31/88 13,474.39 18,564.5¢4

Total amount chargeable $1,410,900.59 $967,108.44



State Expend. Limit <775,217.60> : <461,000.00>

Amt in Excess of Limit9/ § 635,682.99 " $506,108.44

As noted above, the Audit staif calculated that the
Committee exceeded the expenditure limitation in Iowa by
$635,682.99 and in New Hampshire by $506,108.44. The amount paid
is shown below:

Amount in excess of the Iowa and
New Hampshire State Expenditure

Limitations $1,141,791.43
Less: Accounts payable
(32,038.93)
Payments made in excess of
state limits
$1,109,752.5010/

S See Finding E. below for calculation of repayment
amount. e

D. Use of Funds for Non-Qualified Campaign Expenses in
Excess of the Overall Limitation on Expenditures

Section 9035(a) of Title 26 of the United States Code !
states, in part, that no candidate shall knowingly incur qualified
campaign expenses in excess of the expenditure limitation
applicable under section 44la(b}(1)(A) of Title 2.

Sections 44la(b)(1)(A) and 44la(c) of Title 2 of the
United States Code, state, in part, that no candidate for the
office of President of the United States who is eligible under

9/ This amount, determined to be in excess of the Iowa and New
Hampshire state limitations respectively, is subject to
change. The Committee may avail itself of recent
Commission determinations concerning the non-allocability
of expenses (or portions thereof) relative to telemarketing
programs, consultant expenses, etc. Adequate supporting
documentation must be presented in response to the initial
repayment itemization before any adjustments will be made
to the above figures.

10/ This amount, determined in excess of the Iowa and New
Hampshire state limitations, is subject to change. Any
adjustments will be reflected in the Commission’s Final
Statement of Reasons.
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Section 9033 of Title 26 (relating to eligibility for payments) to
receive paynents from the Secretary of the Treasury may make
expenditures in excess of $10,000,000 as adjusted for increases in
the Consumer Price Index.

Section 100.8(b)(15) of Title 11 of the Code of Federal
Regulations, states, in relevant part, that expenditures for
services solely to ensure compliance with the Act made by a
candidate certified to receive Primary Matching Funds under 11
C.F.R. Part 9034 do not count against such candidate’s expenditure
limitations under 11 C.F.R. 9035 or 11 C.F.R. 110.8.

Section 9038.2(b)(2){(i)(A) of Title 11 of the Code of
Federal Regulations provides, in part, that the Commission may
determine that amount(s) of any payments made to a candidate from
the matching payment account, were used for purposes other than
qualified campaign expenses. Section 9038.2(b)(2)(ii)(A) of Title
11 of the Code of Federal Regulations states that an example of a
Commission repayment determination under paragraph (b)(2) of this
section includes determinations that a candidate, a candidate’'s
authorized committee(s), or agents have made expenditures in
excess of the limitations set forth in 11 C.F.R. §9035.

The Audit staff’s review of FEC Form 3P, page 4, for the
period ending December 31, 1991 revealed that the Committee had '
reported Total Expend;tures Subject to the Limitation (Overall
Limitation) of $23,079,801.35.11/ Based on the review performed 2s
detailed below, it is the opinion of the Audit staff that the
total should be increased by $994,786.52. As a result of this
adjustment the Committee has exceeded the overall expenditure t
limitation by $1,024,587.87 [$23,079,801.35 + $994,786.52 -
$23,050,000.00 (overall limitation) = $1,024,587.87].

A limited review was performed utilizing Committee
disclosure reports covering the period through December 31, 1991.
The accuracy of the Committee’'s classification of expenditures as
operating, fundraising or legal/accounting was assessed and
adjustments were made, as necessary, to the amount reported by the
Committee as subject to the overall limitation. The Audit staff
determined that expenditures totaling $38,940.77 appeared to have
been classified incorrectly as legal/accounting related, and
exempted from the overall limitation, when, in fact, they were of
a fundraising or operating nature and should have been applied to
the overall limitation.12/

In addition, a review was made of debts and obligations
reported by the Committee on its 1991 Year-End report to determine
11/ As adjusted by Audit staff for a mathematical error.

12/ The Committee had reported on its July, 1988 disclosure
report that it had "Used up" the 20% fundraising exemption.
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the operating, fundraising or legal/accounting nature of each
debt/obligation. The Audit staff was able to determine the
reported date of incurrence by utilizing the Schedules D-P filed
as part of Committee disclosure reports. Further, it could be
determined which debts on the 1991 Year-End report were also
outstanding as of the candidate's date of ineligibility. Debtsg

totaling $156,032.50 were identified as outstanding as of December
31, 1991.

Further adjustments to the overall limitation were made
to account for:

° the Committee’s activity regarding the use of an
aircraft provided by CBN Continental Broadcasting
Network, Inc. ("CBN Continental"). A detailed

discussion of the activity is contained at Section 1
below;

a transaction between the Committee and GB Computer
Services, Inc. involving the Committee’'s purchase of a
computer system and related equipment. A detailed

discussion of this transaction is contained at Section 2
below;

receipts received by the Committee from the Christian
Coalition ($190,595.25) and the American Life League
{$20,000). Although reported as offsets to operating
expenditures on Committee disclosure reports, these
receipts appear to represent fees for mailing list

rentals, and as such are other income, thus no offset is
warranted;

a reduction of $5,835.25 representing an accounts
receivable not recognized by the Committee and a
reduction of $163,568.68 involving non-qualified
campaign expenses included by the Committee in reported
expenditures subject to the overall limitation (see
Finding FAR 1II1.B.1., 2. and 4.).

A schedule of the adjustments is included on page 57.




1. Committee bse of Alrcraft

Section 441b of Title 2 of the United States Code
states, in relevant part, that it is unlawful for any corporation
to make a contribution or expenditure in connection with any
Pederal election or for any candidate, political committee, or
other person knowingly to accept or receive any contribution
prohibited by this section, or any officer or any director of any
corporation to consent to any contribution or expenditure by the
corporation. Section 100.7(a)(1) of Title 11 of the Code of
Federal Regulations defines the term contribution to include a
gift, subscription, loan, advance, or deposit of money or anything
of value made by any person for the purpose of influencing any
election for Federal office.

Section 100.7(a)(4) of Title 11 of the Code of
Federal Regulations states that the extension of credit by any
person for a length of time beyond normal business or trade
practice is a contribution, unless the creditor has made
commercially reasonable attempts to collect the debt. A debt owed
by a political committee which is forgiven or settled for less
than the amount owed is a contribution unless such debt is settled
in accordance with standards set forth at 11 CFR 114.1013/.

Section 114.9(e)(1) of Title 11 of the Code of S
Federal Regulations states, in part, that a candidate who uses an
airplane which is owned or leased by a corporation or labor
organization other than a corporation or labor organization
licensed to offer commercial services for travel, in connection !
with a Federal election must, in advance, reimburse the
corporation or labor organization. 1In case of travel to a city
served by regularly scheduled commercial service, the first class
air fare. 1In the case of travel to a city not served by a
regularly scheduled commercial service, the usual charter rate.

Section 114.10(c) of the Code of Federal
Regulations states that a corporation may settle or forgive a debt
if the creditor has treated the outstanding debt in commercially

reasonable manner. A settlement will be considered commercially
reasonable if:

(1) The initial extension of credit was made in
accordance with regulations issued pursuant to 2
USC 451 or the extension of credit was in the
corporation’s ordinary course of business and the

13/ The regulation cited is as it was written at the time the
transactions discussed below occurred. Effective October 3,
1990 this section was revised and moved to 11 CFR 116.
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terms are substantially similar to extensions of
credit to nonpolitical debtors which are of similar
risk and size of obiigation.

(2) The candidate or political committee has undertaken

all commercially reacsonable efforts to satisfy the
debt.

(3) The Corporate creditor has pursued its remedies in
a manner similar in intensity to that employed by
the corporation in pursuit of a non-political
debtorld/.

Section 9034.6(b) of Title 11 of the Code of
Federal Regulations state that reimbursements received by a
committee for transportation, ground services and facilities
(including air travel, ground transportation, housing, meals,
telephone service and typewriters) made available to media
personnel, shall not exceed either the individuals pro rata share
of the actual cost of the transportation and services made
available; or a reasonable estimate of the individual’s pro rata
share of the cost of transportation and services made available.
The total amount of reimbursements received from an individual

" under this section shall not. exceed the actual pro rata cost of

more than 10%.

Section 9033.11(c) of Title 11 of the Code of
Federal Regulations states, in part, that a candidate shall retain
records, with respect to each disbursement and receipt, including
bank records, vouchers, work sheets, receipts, bills and accounts,
journals, ledgers, accounting system documentation, and any
related materials documenting campaign receipts and disbursements,
for a period of three years.

Sections 11 CFR 9034.7(a), (b)(1), (b)(2) and
{b)(3) state notwithstanding the provisions of 11 CFR Part 106,
expenditures for travel relating to the campaign of a candidate
seeking nomination for election to the office of President by any
individual, including a candidate, shall, pursuant to the
provisions of 11 CFR 9034.7(b), be gualified campaign expenses and
be reported by the candidate’s authorized committee(s) as
expenditures.

For a trip which is entirely campaign-related, the
total cost of the trip shall be qualified campaign expense and a
reportable expenditure.

14/ The regulation cited is as it was written at the time of the
transactions discussed below. Effective October 3, 1990,
these provisions were revised and moved to 11 CFR 116.




For a trip which includes campaign-related and
non-campaign related stops, that portion of the cost of the trip
allocable to campaign activity shall be a qualified campaign
expense and a reportable expenditure. Such portion shall be
determined by calculating what the trip would have cost from the
point of origin of the trip to the first campaign-related stop and
from that stop through esch subsequent campaign-related stop, back
to the point of origin. If any campaign activity, other than
incidental contacts, is conducted at a stop, that stop shall be
considered campaign-related.

For each trip, an itinerary shall be prepared and
such itinerary shall be made available for Commission inspection.

Further, 11 CFR 9034.7(b)(7)(i) states if the trip
is by charter, the actual cost for each passenger shall be
determined by dividing the total operating cost for the charter by
the total number of passengers transported. The amount which is
qualified campaign expense and a reportable expenditure shall be
calculated in accordance with the formula set forth at 11 C¥FR
9034.7(b}){2) on the basis of the actual cost per passenger
multiplied by the number of passengers traveling for campaign
purposes.

a.  CBN Continental Aircraft Charter Qillings

In the interim audit report, the Audit staff
explained that records reviewed indicated that the Committee had
used the corporate aircraft of CBN Continental Broadcasting
Network Inc. (CBN Continental) as its primary source of air
transportation. The finding went on to explain what was known
about the flight schedules, billing arrangements, and Committee
payments for its use of the aircraft. 1In the interim audit report
recommendation the Committee was requested to demonstrate why all
payments for use of the aircraft not made in advance should not be
considered corporate contributions. Further the Committee was
requested to submit substantial amounts of additional information
concerning its use of the CBN Continental aircraft. (See
Attachment 4 for the interim audit report finding and
recommendation)

In its response to the interim audit report,
the Committee explained that it did not use the corporate aircraft
after March 9, 1988, that the aircraft was owned by Airplanes Inc.
a subsidiary of CBN Continental, and that the Committee was billed
in advance for all flights and believed that it had paid in
advance. The exceptions were billings for costs incurred by CBN
Continental unexpectedly after the submission of the original
bill, additional billings for costs associated with flight
deviations due to campaign schedule changes and weather, and a
disputed bill that was the subject of a settlement. 1In support of
its narrative response, the Committee made available copies of
checks used to pay CBN Continental for usage of the aircraft, a
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first class air fare analysis prepared by CBN Continental, a small
number of Candidate itineraries beginning in December of 1987, a
copy of the settlement agreement for the disputed bill, and other
miscellaneous correspondence. (See Attachment 5 for a copy of the
Committee’s narrative response to the interim audit report)

In addition to the recommendation contained in
the interim audit report, the Commission subpoenaed records and
information concerning the use of aircraft from CBN Continental
and Airplanes Inc. Both of these organizations submitted
materials in response to the subpoenas that were not available at
the time the interim audit report was prepared.

A review of available records indicates that
an aircraft owned by Airplanes Inc., a Delaware corporation, which
is a wholly owned subsidiary of CBN Continental Broadcasting
Network Inc. was used for campaign travel. Airplanes Inc. was
incorporated on April 18, 1985. 1In materials submitted to the
Commission under subpoena, the principal business of Airplanes
Inc. is shown as the "ownership of an aircraft®”. The President of
Airplanes Inc. is Mr. Donald Miracle who is also listed in other
documents as the pilot of the airplane used by the Committee. The
aircraft is described as a BAC 1-11, which according to the
Aircraft Performance Statistics chart in the Official Airline

‘Guide is a twin engine jet with a passenger capacity of 74 to 79

persons. According to an insurance policy provided by CBN

Continentall5/, the aircraft used by the Committee was configured in

such a way as to accommodate only 23 passengers. CBN Continental
acquired the BAC 1-11 in February 1985 from 2 Tracinda
Corporationl6é/. CBN Continental then transferred the aircraft to
Airplanes Inc. 1In September of 1988, Airplanes Inc. sold the BAC
1-11 to Calcutta Aircraft Leasing, Inc. of Bloomington, Indiana.
No indication of the sales price is given in the records.
Calcutta Aircraft Leasing, Inc. reported that in May of 1989 the
BAC 1-11 was removed from service and dismantled.

15/ According to the insurance policy, the insured was the
Christian Broadcasting Network Inc. Endorsement 6 on the
policy contains a list of 38 entities who are covered by the
liability section of the policy while the aircraft is being
operated by the insured. CBN Continental, the Committee, and
Airplanes Inc. are included.

16/ According to public files of the Federal Aviation
Administration, Tracinda Corporation had acquired the BAC
1-11 from an entertainer approximately 13 months earlier. The
bills of sale contained in the FAA records for both
transactions show $10.00 as "consideration". It appears that
leaving the consideration line on the bill of sale document
blank or entering a nominal amount is a common practice. It
is not known whether there is any connection between CBN
Continental and one or more of the former owners.
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The BAC 1-11 was leased to CBN Continental by
Airplanes Inc, CBN Continental is a Delaware corporation whose
principal business is the ownership and operation of radio and
television broadcasting propertiesi?7/. The Candidate is listed as
President and Director of CBN Continental until 9/30/87 when he
resigned as President but continued as a Director. He was
replaced by his son as President. CBN Continental was
incorporated in December of 1978 and is listed as an affiliate
and/or subsidiary of the Christian Broadcasting Network Inc.
(CBN)18/. The copy of the lease made available does not call for
any lease payments but rather requires that CBN Continental
perform all maintenance and pay all expenses related to the
aircraft’s operation. All billings for the Committee’s use of the
BAC 1-11 were from CBN Continental. A copy of the lease dated May
1, 1987, is at Attachment 6.

The Committee has provided the Audit staff with
invoices received from CBN Continental for use of the BAC 1-11 and
a flight log which shows flights made, flight hours, and a
passenger list annotated with the organization billed for each
person’s travel. However, the flight log contains only those
trips for which the Committee was billed for all or part of a
day’'s flights. 1Invoices for some flights billed to other

~organizations were obtained under subpoena. A trip number was

assigned to each day’s travel as recorded in the flight log. If,
for example, four stops were made on one day, all four are listed
under one trip number. Using the information in the flight log,
additional billings obtained from the Committee and other
entities, and assuming that if all trip numbers were accounted
for, all use of the aircraft would be identified, an analysis of
the BAC 1-11’'s use during 1986, 1987, and January 1, to March 9,
1988, was undertaken. The following information was developed:

° Between January 1 and July 23, 1986 13/, 91 travel
days (trip numbers) were identified. Of these, no
record of the flight or the entity billed was found
for 26 travel days. Based on the invoices
obtained, it appears that CBN was charged for 58 of

17/ Unlike the Christian Broadcasting Network, Inc., the articles

of incorporation and by-laws of CBN Continental and Airplanes
Inc. do not indicate that they are non-profit corporations.

18/ The Candidate is also listed as President and Director of
CBN until 11,/6/86 when he became Chairman of the Board and
Chief Executive Officer. On 9/30/87 he resigned as Chairman
cof the Board and Chief Executive Officer but continued as a
Director. As of 4/20/88 he again assumed the position of
Chairman of the Board and Chief Executive Officer.

19/ July 24, 1986 was the date of the first flight that was
billed in whole or in part to the Committee.
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the remaining 65 travel days. In addition, The
Freedom Council appears to have been charged for 3
travel days and Committee For Freedom for 1., The 3
remaining travel days were charged in part to CBN
and in part to either The Freedom Council, The
Committee For Freedom or GB Computers.

° Between July 24, and December 31, 1986, 52 travel
days are shown. Eight of these are not identified
in the flight log or flight invoices as to
destination or entity charged for the flights,
According to available documentation, the remaining
44 trips are charged as follows; 12 to CBN, 5 to
The Freedom Council, 3 to The Committee For Freedom
or The Michigan Committee For Freedom, 9 to the
Committee, 12 to the Committee and one or more
other entities and, 3 to CBN and another entity.

Between January 1, and April 29, 1987, 47 travel
days were identified. Available records do not
establish the destination or the entity charged on
four of those days. Of the remaining 43 trip
numbers, 27 are billed entirely to the Committee20/,
S are charged in part to the Committee, and 11 are
charged entirely to CBN. The Committee was charged
for 68% of the total flight hours shown for the 43
identified trips during this period.

Between May 29, and December 31, 198721/, 81 travel
days were identified. Available records do not
establish the destination or the entity charged for
11 of these travel days. Of the remaining 70
trips, 66 are billed entirely to the Committee, 3
are billed entirely to CBN and 1 is split between
the Committee and CBN. The Committee was charged
for 96% of the flight hours associated with the 70
trips for which information is available.

Between January 1, and March 9, 1988, the last date
on which the Committee appears to have used the

This figure includes a round trip between Naples and Miami

Florida on which there were no passengers. It is believed

that this trip was related to aircraft maintenance. These

flights were billed to CBN Continental. The remaining four
stops on this four day trip are 100% campaign related.

The records reviewed indicate that there were no flights
between April 29, and May 29, 1987.
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aircraft, 47 travel days are identified. All 47
travel days are accounted for in the available
records and all relate entirely to the Ccamittee.gg/

The above analysis shows that the Committee made

extensive use of the CBN Continental aircraft during the campaign.
In particular, in the later part of 1987 the Committee had nearly
exclusive use of the aircraft and during January 1, and March 9,
1988 the Committee appears to be the sole user of the BAC 1-11.
It should be noted that no Candidate itineraries have been
provided for any trip before December 8, 1987, therefore no
verification of the characterization of any trip shown as
non-campaign or mixed campaign/non-campaign is possible. Though
the analysis presented is in terms of calendar days on which the
aircraft was used, in some cases several travel days elapsed
between when the aircraft left Norfolk and when it next returned.
On several occasions during 1987 and 1988 the Committee had
exclusive use of the BAC 1-11 for periods of a week or more, and
on one occasion in February 1988 did not return the aircraft to
Norfolk for 22 consecutive days.

During the period that the Committee used the BAC

1-11, the method of billing used by CBN Continental changed
several times. In an affidavit, Kevin Steacy, Business Manager of
CBN Continental, states that; N

22/

"(t)hroughout 1986, a three-tier system of payment
was in place for usage of the aircraft. This
system, implemented on the advice of Continental’'s
accountants, is most easily described as follows:
The fixed costs of the aircraft which included
depreciation, insurance, interest, property tax,
salaries, and employee benefits were divided into
two tiers with each tier accounting for fifty
percent of the total fixed cost. The first tier
was a user fee which was divided among the four
primary users of the aircraft based on their
priority usage of the aircraft. As an example, The
Christian Broadcasting Network, Inc. was billed

One leg of one trip was not billed to the Committee. A
flight from Greenville, South Carolina to Norfolk, Virginia
on February 21, 1988, was charged to CBN Continental. The
flight Log shows that there were nc passengers on the flight
suggesting that the traveling party was left in Greenville.
Billings to the press for the period reference a South
Carolina bus tour on February 21 and 22, 1988.
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forty percent of these Tier 1 fixed costs, while
Continental was responsible for twenty percent of
these fixed costs.23/

"The Tier 2 costs, which consisted of the remaining
50 percent of the fixed costs outlined above, were

allocated between all users of the aircraft based
on hourly usage of the aircraft.

"Finally, Tier 3 costs consisted of the direct
expenses of the aircraft such as maintenance,
travel and auto, fuel, airport services, and other
miscellaneous expenses based on actual usage.
These Tier 3 direct costs were also allocated
between all users of the aircraft based on hourly
usage of the aircraft.”

Mr. Steacy goes on to state that the Tier 2 and 3
hourly rate for the period July 15, to October 31, 1986 was
$1,462.00 per hour and that beginning in November of 1986 through
the end of that year it was necessary to raise the hourly rate to
$2,712.00. 1t was the appropriate Tier 2 and 3 hourly rate that
the Committee was charged for their 1986 flights. 1In his

—-affidavit Mr. Steacy explains that in January 1987, it was

determined that because outside entities, such as the Committee
would be using the aircraft more than 10% of the time, a new fee
structure was necessary. He further states that it is his
understanding that the Federal Aviation Administration was
contacted and advised CBN Continental not to enter into a lease
with the Committee, but to bill the Committee according to 14 CFR
§ 91.181(d). (See Attachment 7) The affidavit describes the
billing system as follows;

"Flight times were to be estimated by the
aircraft’'s pilot and forwarded to me so that 1I
could prepare an invoice which was to be paid
before flight time. After each flight, the
aircraft’'s pilot gave me the flight logs and all
receipts for actual expenses incurred on the
flight. Once I had the actual costs of a
particular flight, I prepared a flight costs
analysis based on the actual flight time and the
following 10 items as dictated in the FAA
regqulation:

23/ Though the affidavit does not identify the other two "primary
users of the aircraft®", other documents indicate that they
were CBN University and The Freedom Council, and that they
were charged ten and thirty percent of Tier 1 costs
respectively. Further, for the first three quarters of 1986
the Tier 1 costs appear to have been $33,055.00 per quarter.
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1. Fuel, o0il, lubricants, and other additives;

2. Travel expenses of the crew, including food,
lodging, and ground transportation; :

3. Hangar and tie-down costs away from the
aircraft's base operations;

4. Insurance obtained for the specific flight;

5. Landing fees, airport taxes and similar
assessments;

6. Customs, foreign permit and similar {ees
directly related to the flight;

7. In-flight food and beverages;
8. Passenger and ground transportation;
9. Flight planning and weather contract services;

10. An additional charge equal to 100 percent of
the expenses listed in item 1 above. This item
could be billed at Continental’s option.

"Finally, I compared the actual costs with the

invoice. If the actual costs were greater than the
amount received, I prepared another invoice for the
difference. If the actual costs were less than the

amount received, I prepared another invoice for a
credit.”

No information is available to verify the
calculation of any invoice, whether the the optional amount listed
at item 10 above was included in the billings sent to the
Committee, or if the amounts billed allowed CBN Continental to
recover their full cost of operating the aircraft. It is noted
that absent the inclusion of the amount shown at item 10 above,
the amount billed makes no apparent contribution to the fixed cost
of operating the aircraft even though for some periods of time the
Committee had exclusive or near exclusive use of the aircraft.

The Committee was billed a total of $1,020,671.5624/
for flights on the BAC 1-11. This amount includes $39,435.67 in
credit invoices for flights where the final cost was less than the
amount originally billed, $120,314.55 in charges for flights where

24/ Not included is $1,315.80 for a round trip between Norfolk
and wWashington in September of 1986. Though the Flight Log
shows this trip as a Committee trip, no evidence of the
Committee having been billed has been found.
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the original invoice was not enough to cover the final cost, and
$260,352.3225/ first billed in March 1988 for additional costs
associated with 1987 flights. Approximately 59% of the total
amount invoiced was paid in advance of the flight. 'The amount not
paid in advance is $417,364.91 and includes $36,698.04 in original
flight invoices. Of this amount there is no record of payment for
$5,851.80 and the remainder was paid between 26 and 202 days after
the flight date. Also included in the amount not paid in advance
is $120,314.55 in "additional cost®™ billings for earlier flights
that were paid from 13 days to more than a year after the flight
date and, finally the $260,352.32 disputed bill for additional
costs for 1987 flights billed in March of 1988 and settled without
cash payment in August of 1989.

Records provided by the Committee and other
entities are not consistent concerning the nature of the March
1988 additional cost billing. 1In a settlement agreement between
the Committee (Attachment 8), CBN Continental and Airplanes Inc.,
the charge is described as follows:

"{I)n 1988 an independent fuel broker who had been
supplying Airplanes with fuel for the BAC 1-i1
presented a bill to Airplanes for {$130,000) for
fuel surcharge for fuel used in AFR flights for the

- preceding eighteen months. Without conferring thh
AFR on this matter, Azrplanes and its parent, =~ -
Continental, paid the invoice of ($130,000) in
full, doubled the price as permitted under F.A.R.
Part 91, and presented a bill of ($260,000) to AFR
for immediate payment..."

However, in a letter to the Committee from CBN
Continental Business Manager, Kevin Steacy dated March 16,

1988 (Attachment 9),26/ Mr. Steacy explains the billing, dated March
14,1988, as follows:

"The BAC 1-11 was to be sold to Richard Brown of
Goldcor early in 1987. The terms under which AFR
was to lease the plane were that all direct flight
expenses plus $25,000.00 per month for fixed costs
would be paid to Goldcor.

"The 1987 flight plan for AFR's use called for 40
hours per month or 480 hours per year, which would
have defrayed all operating costs each month until
the sale was finalized.

25/ This amount includes $2,735.04 for flights not originally
billed to the Committee.

26/ This date is only two days later than the invoice involved
and appears to have been the cover letter for the invoice.
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"However, the sale was not finalized in 1987 and
AFR flew an average of 16 hours per month for a
total of 196 27/ actual hours for 1987. This is
40.8% of planned utilization which leaves-
Continental with a substantial amount of 1987
expenses not billed.

"Therefore, I have prepared an invoice for
$260,352.32 for costs not previously billed.

"Wwhen the 1987 operating budget was prepared, the
projected use of 40 hours per month was the basis
upon which a billing rate was established that
would cover all costs until the expected sale of
the BAC 1-11 was completed."

This letter suggests that rather than an
unanticipated billing from a third party, which could not have
been billed to the Committee in advance of the flights since it
would have been unknown to CBN Continental until after the
campaign was over, the charges were the result of fixed costs
which were known in advance and were to be allocated to a much
larger number of flight hours than actually flown. This being the
case, the hourly rate used to bill the Committee was artificially

“low during the campaign resulting in a $260,352.32 contribution to

the Committee from CBN Continental. 1If it is assumed that the
original estimate of 40 flight hours per month was reasonable, it
became apparent early in 1987 that it required revision. 1In no
month during the year 1987 was the Committee billed for 40 flight
hours. In only two months was the Committee billed for more than
30 flight hours, March and October, in three months the billings
were for between 20 and 30 hours and in three months the total
hours billed were 5 or less.

The billing system described in Mr. Steacy's March
16, 1988 letter to the Committee appears to be based on an hourly
rate determined by estimating total costs over the period and
prorating those costs over the anticipated number of hours to be
flown. Variabie costs for each flight could be easily adjusted
after each flight and the number of additional cost and credit
invoices reviewed indicate that this was done. However the
portion of the hourly rate which was meant to cover fixed costs
would require adjustment or, as Mr. Steacy notes in his letter,
CBN Continental could be left "a substantial amount of 1987
expenses not billed". This billing system is in conflict with
that described in Mr. Steacy’s April 1990 affidavit which is based
on variable costs only.

27/ The Audit staff analysis shows 200.45 flight hours billed to

the Committee in 1987, suggesting that this level of usage is
materially correct.
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In summary, if the description of the $260,352.32
in 1987 additional charges in Mr. Steacy’s March 1988 letter is
accurate, it is not likely that the billing system described in
his affidavit was used during 1987, Ffurther, the characterization
of the $260,352.32 invoice in the settlement agreement as a "fyel
surcharge™ would appear to be in error. Mr. Steacy’'s March 1988
letter is contemporaneous with the billing and was prepared before
the Commission raised any questicn about the use of and payment
for the CBN Continental aircraft.

The Committee made no cash payment for the March
1988, additional cost invoice. 1In an "AGREEMENT OF SETTLEMENT"
between the Committee, Airplanes Inc., and CBN Continental dated
August 25, 1989 (Attachment 8), CBN Continental and Airplanes Inc.
accepted the rxght to use the Committee's mailing list in full
payment of the invoice. The agreement states:

"In full settlement of all claims by Airplanes or
Continental against it, AFR agrees to supply to
Continental a magnetic tape or tapes containing the
AFR list of 1,800,00028/ names, and further grants to
Continental, or Continental’s designee, a
non-exclusive license for a five-year term

beginning with the date of this agreement to mail
three mailings to the complete list at any tine
during the term of this license."” oo

The agreement further states that after three
mailings or at the end of the license period CBN Continental
agreed to return the list, that the parties valued the list at $50
to $100 dollars per thousand names for a single rental, and that
if under the license CBN Continental allows any party other than
its parent and subsidiary companies to use the list that only
mailing labels and not a magnetic tape would be provided. This
provision seems to indicate that if CBN Continental or any parent
or subsidiary used the list, that a copy of the tape could be
made. It is also noted that other documents obtained suggest that
one source of the Committee mailing list was approximately 975,000
names obtained from CBN, CBN Continental’s parent corporation.

Finally, the documentation does nct indicate
whether CBN Continental ever exercised it license and, if so,
whether the list was made available to any party outside of the
CBN corporate family. 1If not the license would appear to be of
little value. Commission records do not indicate that the parties
filed a debt settlement statement with the Commission pursuant to
then 11 CFR 114.10. However, given the unique relationship

28/ 1t is noted that the Committee’s donor file as presented to
the Audit staff under 11 CFR § 9033.1(b)(5) contained
approximately 170,000 names. Therefore, it would appear that
the list referred to here was not donors only.
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between these organizations, the usual business of CBN
Continental, and the manner in which the debt arose, it would seenm
unlikely that the parties would have satisfied the ordinary course
of business requirement for the extension of credit or the
creditors pursuit of remedies standards in that regulation.

It is apparent from the materials reviewed that
neither the Committee nor CBN Continental considered the lease of
the aircraft by the Committee as an arrangement that would be
covered by 11 CFR 114.9(e). This point is demonstrated by the
wording of the settlement agreement signed by CBN Continental and
the Committee to resolve the $260,000 disputed debt (See
Attachment 5). The agreement states:

"WHEREAS, AFR desired to lease an airplane from
time to time under FAA rule F.A.R. Part 91, and

"WHEREAS, AFR did in fact lease the BAC 1-11 of

Airplanes repeatedly during parts of 1986, 1987,
and 1988, ..."

At no time was a billing for the aircraft prepared based on first
class air fare as required by that regulation for candidate use of
an aircraft owned by a corporation not licensed to provide
commercial service. Rather the arrangement appeared to more
closely resemble a lease, charter, or cost sharing system, given

the description of the arrangement presented above and the close
relationship of the parties29/.

However, as part of the Committee’s response to the
interim audit report an analysis was provided that purportedly
represents a first class air fare analysis of the Committee’s use
of the BAC 1-11. According to Committee officials it was prepared
by CBN Continental and shows, for all Committee flights, the date
of the flight, the origin and destination of the flights, the
number of passengers on the flight, the first class air fare, and
the total amount that would be billed for each flight. The
conclusion reached is that the amount actually billed to the
Committee was only slightly less than the amount that would have
been required under 11 CFR § 114.9(e). The billable amount is
shown at $1,056,568.56, while the amount actually billed,
including the additional cost billing discussed above, is shown as
$1,053.850.88. The "variance" is $2,717.68.

Though the Audit staff questions whether the first
class analysis is relevant to the situation at hand, the following
comments are offered:

29/ The Audit staff takes no position on the Committee's or CBN

Continental’s compliance with Federal Aviation Administration
regulations.
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The first class analysis contains a number of
errors. There are flights that are shown on the
flight log that do not appear on the first class
analysis, a flight listed twice on the first c¢lase
analysis, a number of cases where the number of
passengers is not correct when compared to the
flight log and other mathematical and miscellaneous
errors. The corrected amount using the fares as
given is $1,023,903.72.

A review of the amount billed to the Committee also
shows errors. The Committee did not account
properly for Credit invoices in their analysis,
there are two flights that were invoiced and paid
that are not included in the Committee figure, one
flight shown on the flight log as a 100% Committee
flight was apparently never invoiced, and the
Committee included in their figure amounts billed
for aircraft telephone charges. After correcting
these errors the billed amount is $1,021,987.36.
The variance between the corrected amount billed
and the corrected amount billable at first class,
assuming all fares are correct as presented and all
campaign trips are correctly determined, is an

"under -billing of only $1,916.36.

When the Committee constructed the campaign versus
non-campaign legs of mixed purpose trips, only
certain legs were considered to be campaign
related. The correct calculation is to calculate
the cost from the point of origin through each
campaign stop back to the point of origin. A stop
which has both campaign and non-campaign business
is to be considered campaign related. ( See 11 CFR
§ 9034.7(b)(2)) For example, between September 11
and 13, 1987, the Candidate made a trip from
Norfolk to Grand Rapids to Des Moines to Grand
Rapids to Norfolk. The Grand Rapids stop is shown
by the Committee as CBN business and the Des Moines
stop is shown as Committee business. The Committee
is charged for a round trip between Grand Rapids
and Des Moines rather than a round trip between
Norfolk and Des Moines.

The Committee has produced Candidate itineraries
for some trips beginning with a December 8, 1987
trip. With one exception all mixed purpose trips
and all non-campaign trips using the BAC 1-11 were
made before December 8, 1987. For the mixed trip
made after December 8, 1987, no itinerary is
provided for the non-campaign stop. The Audit
staff is unable to offer any opinion as to whether
stops designated non-campaign are properly
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classified. 1In addition, on some early stops that
are shown by the Committee as non-campaign, one or
more of the passengers shown on the flight log are
listed as Committee passengers while all others,
including the Candidate, are not. No information
is available to determine the campaign dutieg of
these passengers or whether the campaign nature of
their travel affects the non-campaign nature of the
stop.

It is noted that the fare between the same two
locations during the entire 19.5 month period does
not vary. Using the limited resources available to
the Audit staff, it is clear that air fares varied
substantially during the period. 1In response to an
inquiry from the Audit staff, counsel for CBN
Continental submitted a letter from Kevin Steacy,
Vice President of KXTX, Inc. (formerly CBN
Continental) that explains the source of the air
fares used in the first class analysis. Mr. Steacy
states that the fare information was obtained from
a Chesapeake, Virginia travel agency in August of
1988 and was current at that time. He further
states that the information was gathered after the
Committee’s transportation had been completed
solely for CBN Continental‘’s internal purposes.

The air fares shown on that analysis were compared
to those shown on the Committee’s press billings30/.
Air fares used for press billing purposes are
available for some flights in late 1987 and most
1988 flights. when these available fares are
substituted for those on the Committee’s first
class analysis, additional billings in the amount
of $66,314.33 are indicated.

Conclusion

During the campaign the Committee used aircraft "chartered”

from a corporation whose primary business was not chartered
Therefore, any extension of credit to the Committee
related to the use of these aircraft is not in the lessor’s
ordinary course of business. An aircraft was chartered from a
corporation for which the Candidate served as the President during
part of the campaign period and was on the Board of Directors
during the entire period. Given this relationship between the

aircraft.

30/

March 1,

According to documentation submitted in response to the
interim audit report and contained in the audit workpapers,
the Committee billed the press at first class air fare until
1988. After March 1, the billings were done at 1.5
times first class. (See section 1.b. below)
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Candidate and persons leasing the aircraft these transactions
cannot, in the Audit staff’s opinion, be construed to have been
entered into at arm's length. Based on the billing arrangements,
the aircraft was not considered to be subject to the provisions of
11 CFR § 114.9(e) by either the Committee or the Lessor. The
Audit staff believes that given that no ordinary course of
business, arm’s length relationship is possible in this case, 11
CFR § 114.9(e) may not be applicable toc this situation. Further,
the owner of the BAC 1-11 made the aircraft available for the
Committee’'s exclusive use for extended periods.

The information obtained to date does not allow a
determination whether the amounts billed for either aircraft
represents fair market value for the services received by the
Committee. Given the close relationship between the Candidate and
the persons from whom the aircraft were leased, a fair market
charge cannot be assumed. However, given the BAC 1-11 is a large
aircraft configured to accommodate approximately one-third of its
maximum passenger load, total reimbursements which appear to be
less than first class air fare are likely to be significantly
below the fair market value of the services provided to the
Committee. It was also noted that the BAC 1-11 was not acquired
by CBN Continental until early 1985 and was sold only five months
after the Candidate’'s date of ineligibility. It is unknown

whether the acquisition and sale of the aircraft were arm’s length
transactions. oS TT

If it is assumed that the proper charge for the Committee’s
use of the BAC 1-11 was the equivalent first class air fare,
information obtained to date does not permit a verification of the
first class analysis submitted by CBN Continental. However, as
noted above if fares used by the Committee to bill media for
travel on the aircraft are used where available in place of the
first class fares on the CBN Continental analysis, an underbilling
is suggested. If the first class analysis is accepted with only
the correction of known errors and the total is compared to
amounts billed to the Committee, the result is that Committee was
billed an amount which, in total, is equivalent to first class air
fare. However in order to reach this conclusion, it is necessary
to include in the billed amount the $260,352.32 which the
Committee characterizes as a "disputed” bill. 1f this amount is
required to reach what the records indicate is at best the minimum
amount that could paid for the aircraft, it can not be considered
a bona fide dispute. Rather, the amount is considered an in-kind
contribution and as such applicable to the Committee's overall
spending limitation. It is noted that should better information
become available on first class fares, it is determined that a
fair market value analysis is appropriate in this situation, or
more information is obtained concerning the use of a second

-
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aircraft3l/, an adjustment to the amount applicable to spending
limitation may be necessary.

Finally, an analysis of invoices and payments for the
Committee’s use of the BAC 1-11 indicates that due to errorsg in
Committee records, charges totaling $7,676.09 have not been paid,
are not listed as debts, and are not disputed. This amount has
been added to the Committee’'s NOCO as an accounts payable and to
expenditures subject to the overall spending limitation.

b. Media Billings

In the interim audit report the Audit staff
explained that due to the lack of records it was not possible to
evaluate the Committee’'s system for billing the media for travel
on the campaign aircraft. It was further explained that the
Committee provided copies of some invoices related to media
billings, the flight log discussed above and some worksheets

showing how the billable amounts were determined. (See Attachment
10)

The recommendation contained in the interim
audit report, requested the Committee to provide additional
invoices for media travel, documentation detailing amounts billed
to the media and teimbursements received, and documentation to
demonstrate that its billing policy for media travel conformed to
11 CFR 9034.6(b) and that the resulting offsets to the overall
expenditure limitation do not exceed actual cost.

The Committees response to the recommendation
contains no additional documentation. (See Attachment 11). The
Committee explains that all available press billing documentation
was presented at the time of the audit and that nothing additional
had been located. The Committee explains that initially the
billings were 100% of first class air fare. When the Committee
began providing ground transportation and other services the
billing rate was changed to 150% of first class.32/ The Committee
states that "at this point, AFR believes that the services

31/ 1t is known that a second aircraft was used by the Committee.
Information obtained to date is not adegquate to determine the
ownership of that aircraft or if any additional amounts
subject to the spending limitations resulted from its use.
The billings for the second aircraft were from the President

of Airplanes Inc. and show the same address as those for the
BAC 1-11.

32/ The media billings and work papers provided at the time of

T the audit indicate the change from 100% to 150% of first
class fare was not made until March 1, 1988, only 9 days
before the last flight where the media was billed for travel
on the BAC 1-11.
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provided in obtaining convenient hotel accommodations, ground
transportation for all campaign stops, and air travel cost more
than the amount billed to the media." The Committee then compares
some of the billings with the first class fare shown on the first
class analysis discussed in the corporate aircraft section above.
The conclusion reached in the response is that the Committee
billed less than was permitted.33/

The Committee’s comparison of amounts billed
to first class air fare is not relevant to the pro rata cost
analysis specified at 11 CFR 9034.6(b). The correct analysis
would be the total cost of the transportation and service provided

on each leg of each trip, divided by the number of passengers on
each leg.

The Audit staff has attempted to perform the
correct analysis using the limited records available. Using the
flight log, press invoices, and billing work papers, flights where
media representatives traveled were identified and the number of
such persons was determined. The cost of each flight was
determined by collecting all invoices relating to each flight
(initial billings, credit invoices and additional billing
invoices). The flight log was used to determine the number of

passengers on each flight.

With this information the pro rata cost for.
each flight was calculated and multiplied by the number of media
representatives on the flight to determine the billable cost for
press travel. The billable cost was multiplied by 103134/ to

33/ The Committees analysis is flawed in several respects. First
the fares that are used to compare first class to the amounts
billed to the press are from the analysis prepared by CBN
Continental in August of 1988 and cannot be assumed to be
accurate for flights occurring months earlier. Further, one
of the trips used as an example in the response shows seven
flights. The press billing referenced by the Committee
covers only four of the seven flights. Finally, the two
trips used by the Committee as examples do not appear to be
representative when a full comparison is made between the
fares on CBN Continental’s first class analysis and those
used by the Committee to prepare the available press
billings. As noted above, that comparison shows that the
fares used to prepare the press billings were, on average,
higher than those shown on the CBN Continental analysis.

34/ An amount equal to 103% of the cost of providing
transportation and services to the media may, if actually
collected, be offset against operating expenditures when
calculating amounts applicable to the overall spending
limitation. The 3% represents administrative costs absent a
demonstration of a larger amount.

-
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determine the maximum offset to operating expenditures and 110% to
determine the maximum amount which could be received by the
Committee. This analysis produces a billable cost of $103,432,22,
a maximum offset to operating expenditures of $106,535.19; and a
maximum reimbursement of $113,775.44.

The Audit staff acknowledges that the records
available may not identify all media personnel who traveled on the
Committee aircraft or all costs associated with providing
transportation and services to the media 35/. Should better
information became available in the future, adjustment to these
amounts will be made.

Committee disclosure reports were reviewed to
identify receipts from media representatives for travel on the
campaign aircraft. Between January 1, 198736/ and December 31, 1991
the Committee reported collecting $219,410.00 from the media.
This amount is $105,634.56 in excess of the maximum amount of
reimbursements the Committee was entitled to receive, as
determined by the Audit staff, and thus requires refunds to the
press and the amount is shown as an obligation on the Committee’s
Statement of Net Outstanding Campaign Obligations. Further the
reported receipts are $112,874.81 in excess of the amount which

may be reported as offsets to operating expenditures. This amount

is included as an adjustment to expenditures subject to the
overall spending limitation since the Committee considered the
full amount as an offset.

2. Committee Purchase of Computer Equipment and
Related Items From GB Computer Services, Inc.

Section 441b of Title 2 of the United States Code
states in relevant part that it is unlawful for any corporation to
make a contribution or expenditure in connection with any election
for federal office or for any candidate, political committee, or
other person knowingly to accept or receive any contribution
prohibited by this section, or any officer or any director of any

35/ The Audit staff has identified an invoice for a commercial
charter that appears to have accompanied the Candidate and
the BAC 1-11 on his early October 1987 announcement tour.
Absent a cost breakdown per flight leg and a passenger
manifest, it is not possible to determine how many of the
press were on the plane, or what portion, if any, of the
press receipts included in the above figures relate to that
airplane. Further, available records do not permit an amount
of cost billable to the press to be determined for these
flights.

36/ The first known media travel was on September 18, 1987 and
the first reported media reimbursement was in October,
1987.
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corporation to consent to any contribution or expenditure by the
corporation prohibited by this section.

Section 44la{a) of Title 2 of the United States
Code states in relevant part that, no person shall make
contributions to any candidate and his authorized politzcal
committees with respect to any election for Federal office which,
in the aggregate, exceed $i,000.

Section 44la(f) of Title 2 of the United States
Code states that no candidate or political committee shall
knowingly accept any contribution or make any expenditure in
vioclation of the provisions of this section. No officer or
employee of a political committee shall knowingly accept a
contribution made for the benefit or use of a candidate, or
knowingly make any expenditure on behalf of a candidate, in
violation of any limitation imposed on contributions and
expenditures under this section.

In addition, 11 C.F.R. § 100.7(a)(1l) states, in
relevant part, that the term contribution includes a gift, advance
or deposit of money or anything of value made by any person for
the purpose of influencing any election for Federal office.

' Section 100.7(a)(1)(iii)(A) of Title 11 of the Code
of Federal Regulations states that for purposes of 11 CFR-
100.7(a)}{1), the term "anything of value" includes all in-kind
contributions. Unless specifically exempted under 11 CFR
100.7(b), the provision of any goods or services without charge or
at a charge which is less than the usual and normal charge for
such goods or services is a contribution. Examples of such goods
or services include, but are not limited to: securities,
facilities, equipment, supplies, personnel, advertising services,
membership lists, and mailing lists. 1If goods or services are
provided at less than the usual and normal charge, the amount of
the in-kind contribution is the difference between the usual and
normal charge for the goods or services at the time of the
contribution and the amount charged the political committee.

Further, 11 C.F.R. § 100.7(a)(1)(iii)(B) defines,
in relevant part, "usual and normal charge" for goods as the price
of those goods in the market from which they ordinarily would have
been purchased at the time of the contribution.

On January 27, 1987 the Committee entered into an
agreement to buy computer equipment from G.B. Computer Services,
Inc. ("GBCSI"). According to the agreement, the equipment
purchased consisted of an IBM system 38 computer and all related
equipment modifications, additions and accessories, IBM agreements
(maintenance and programs), mailing equipment, the leased premises
at 2133 Smith Avenue, Chesapeake, Virginia, certain lists of
contributors, supporters and other entities, and certain other
equipment (see Attachment #12).
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The aggregate purchase price paid for the equipment
was $233,480. On January 27, 1987 the Committee borrowed $233,480
from Sovran Bank, for the purpose of purchasing the computer and
related equipment. The Committee’s current treasurer37/ stated that
all of the loan proceeds were paid to Sovran Bank to buy out the
Seller’s lease obligations, IBM agreements and indebtedness to
Sovran Bank.

According to the Virginia Secretary of State, GBCSI
was incorporated on July 1, 1985. As of March 6, 1989, GBCSI is
active and in good standing [GBCSI terminated operations in
January, 1987]. The registration agent is J. Randy Forbes38/; the
President, Secretary and Treasurer is George F. Border. George F.
Border was the first treasurer of Committee for Freedom,
Chesapeake, Virginia, having signed a statement of organization on
May 14, 1985. He was replaced by a new treasurer, effective
September 6, 1985.

GBCSI accepted a loan commitment of "$480,000 or
60% of the purchase price, [of an I.B.M. (sic) System 38 computer
and related equipment] whichever is less™ on October 7, 1985.

According to the Committee’'s campaign director, the
computer and its related egquipment was located in the same
building where the Committee was headquartered and that the

principle user of the equipment was the Christian Broadcasting

Network. Eimskip Inc., a shipping company also leased 14% of the
computer space.

The loan agreement (apparently dated 10/15/85) also
provides for "a lcan in the principal amount of the lesser of

$480,000 or 60% of the purchase price as established by paid
invoices presented to the Lender of equipment to be purchased by
the Borrower to be an IBM System 38 Computer and related
equipment." Documents provided to the Audit staff during
fieldwork did not include any copies of the above referenced paid
inveices or other documentation with which to establish the actual
price of the IBM equipment purchased by GBCSI. 1f $480,000 is

37/ References to the Committee’s treasurer or to the Committee's
campaign director included in this report pertain to the
individuals in those positions during the period of audit
fieldwork, unless otherwise noted.

38/ According to correspondence reviewed by the Audit staff, J.

T Randy Forbes & Associates, P.C. apparently prepared an
addendum to the lease agreement, dated 8,/30/85, between Louis
C. Goodfarb, t/a Virby Realty Company (Lessor) and GBCSI
(Lessee). A J. Randy Forbes, Esq. was the named Closing
Agent on the Sovran loan, the proceeds of which were used by

GBCSI to purchase the IBM System 38 computer and related
equipment.
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equal to 60% of the purchase price then the purchase price would
have been $800,000. Without access to all documents relative to
the purchase by GBCSI, an accurate valuation of the equipment
purchased could not be determined.

The contract between the Committee and GBCSI
included an exhibit containing IBM agreements and correspondence,
dated October 1985, apparently related to the initial purchase by
GBCSI. A diagram showing the system configuration and an
equipment inventory (apparently for the purpose of installation)
was included with the IBM agreements. The diagram indicates that
equipment was to be located in the computer room, data entry
{area), caging (area) with remote access provided to The Freedom
Council, The National Legal Foundation, The National Perspectives
Institute, ARMS, Inc., and EIMSKIP, U.S.A. Inc. According teo the
lease for property identified as Greenbrier Industrial Park, 2133
Smith Avenue, Chesapeake, Virginia, GBCSI leased 3,051 square feet
for a term of 32 months commencing on January 1, 1986. An early
occupancy provision called for interim space of approximately
1,000 square feet (rent free) during the period 9/1/85 through
12/31/85.

As mentioned previously, the Committee, in January
1987, purchased computer mailing equipment, leased premises, lists
of contributors and certain other equipment from GBCSI for the sum
of $233,480. With respect to this transaction, the Audit staff

wags not in possession during fieldwork of all reccrds necessary to
determine:

(1) the purchase price of the IBM egquipment purchased
originally by GBCSI;

(2) the fair market value of the IBM equipment
purchased from GBCSI by the Committee;

{3) the fair market value of the mailing equipment
purchased from GBCSI by the Committee;

(4) the identification, quantity, quality, and fair
market value of the lists (e.g., mailing lists,
lists of contributors, supporters or other persons
or lists of any other persons or entities used for
mailing, fund-raising, or any other purposes owned
by GBCSI) purchased from GBCSI by the Committee;
and

(5) the fair market value of the other equipment,
generally office furniture and fixtures.

Notwithstanding the above, the Audit staff did
obtain certain documents which may shed some light on the January,
1987 transaction between GBCSI and the Committee. The
document entitled "Equipment Configuration and costs, GB Computer
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Services, Inc.", dated 11/11/86 is a list of computer hardware,
apparently IBM hardware, with associated cost figures. The grand
total of each hardware item’s cost is $361,057.

It was the Audit staff’s opinion, based upon the
limited amount of information made available, that the amount paid
by the Committee relative to the purchase of the IBM System 38
computer system, equipment, and lists {as described above)
appeared to have been less than the usual and normal charges for
such goods. Further, given Mr. Border’s past affiliation with
Committee for Freedom, as well as the Christian Broadcasting
Network having been the principal user (presumably principal
client of GBCSI), a question arose as to whether the purchase
transaction between the Committee and GBCSI was "at arm’s length."

In the Interim Audit Report, the Audit staff
recommended that within 30 calendar days of service of that
report, the Committee provide the following:

{1) All documents pertaining to the purchase of the IBM
equipment, mailing equipment, other equipment and
lists to include, but not limited to: (a) the
executed purchase agreement including all
referenced exhibits/attachments, (b) the inventory
provided to Sovran Bank under the security terms of
the $233,480 loan, (c) any financial statements
provided to Sovran Bank pursuant to the loan
requirements, (d) any appraisal(s) related to the
purchase or the loan application, (e) a complete
list detailing the identification of each list,
quantity of names, type of list, rental value, fair
market value, and previous owner;

(2) A list of the vendors, services performed, and
payments made by the Committee related to the
caging, data entry and other related receipts

processing for the period July, 1986 through
January, 1987;

(3) Information to demonstrate that the Committee did
not receive a corporate in-kind contribution from
GBCSI as a result of receiving the equipment and

lists at issue for less than the usual and normal
charge;

(4) The purchase price of the IBM equipment purchased
originally by GBCSI;

{5) The purchase contract, invoices and related
correspondence related to the purchase of the IBM
equipment by GBCSI as well as the above information
related to the purchase/acquisition of all other
items by GBCSI; and
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(6)

response dated

The fair market value of the IBM equipment, mailing
equipment, and other equipment purchased from
GBCSI; including any appraisals or other
information used to arrive at the purchase price.

The Committee replied to the finding in their
June 25, 1990 as follows:

"2.1 Mr. George F. Border is most familiar
with the original transaction by which AFR
purchased from GB Computer Services an
operating computer, related equipment,
unrelated egquipment and a leasehold interest...
Mr. George F. Border has responded to the FEC
subpoena.

2.2 Mr. Border’'s letter of May 8, 1989 to the
Internal Revenue Service has been provided to
the Commission and explains the original
transaction with AFR.

2.3 The Interim Report Summary, pages 9 and
10 (top two paragraphs) appears to be accurate
as to factual statements except that the
computer and related equipment before and
after purchase by AFR were located ina =
separate building from the AFR office - 2133
Smith Avenue, Chesapeake, Virginia. To AFR’'s
knowledge, Christian Broadcasting Network,
Inc. did not utilize the computer or related
equipment either before or after the sale from
GB Computer Services, Inc. to AFR...

AFR further notes that the assumption of this
contract was an integral part of the purchase
of the computer in order to relieve GB
Computer of any contractual liability and that
AFR needed the computer in order to solve its
problems with caging and data entry. AFR is
aware of no use of the computer by any of the
other entities listed on Page 10 [of the
Interim Audit Report] after the sale of the
computer from GB Computer Services, Inc. to
AFR.

2.4 The audit report tentatively concludes
that AFR appears to have paid 'less than the
usual and normal charges’ for the computer,
related equipment, unrelated equipment and
leasehold interest. The IRS audited the
computer transaction and concluded that there
was no tax due from GB Computer Services, Inc.
for donating property to a political campaign.
Contrary to the audit tentative opinion, AFR
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paid fair market value for the computer,
related equipment, unrelated equipment and
leasehold interest, essentially taking the
foregoing off GB Computer Services, Inc.’s
hands. AFR assumed the payments on the lease,
put past employees of GB Computer Services,
Inc. on its payroll, and completely relieved
GB Computer Services, Inc. of any debt. AFR
could not locate competent outside computer
service of the magnitude imminently needed and
thus seized the GB purchase opportunity out of
desperation. The problems with AFR's initial
data processing and caging operations are well
known to the FEC. AFR needed to bring caging
and data entry in house in order to comply
with Commission regulations. As Mr. Border’'s
May 9, 1989 letter to the IRS makes obvious,
the transaction in terms of dollars was to the
benefit of GB Computer Services and to the
detriment of AFR. GB Computer Services, Inc.
made no corporate contribution.

2.5 AFR did not obtain an independent fair
R market valuation at the time of purchase. AFR

believed it paid fair market value -due-to the .

liabilities of GB Computer which it assumed.

2.6 The mailing lists included in the
transaction were lists of prospects
accumulated by George Border since 198S5.
According to Richard Weinhold, AFR’s direct
mail consultant, the lists did not include any
lists of the former customers of GB Computer
Services, Inc. and AFR never used any of the
lists. Because the computer was sold in
November 1389, AFR will not be able to provide
the Commission with the identification of the
lists or gquantity of names. These untested
and undifferentiated lists were of no more
value to AFR than pages from the telephone
directory."”

In addition, the Commission subpoenaed records
relative to this finding from GB Computer Services, Inc.

GBCSI provided the following materials: a general
ledger covering the period 8,01,/85 - 2,/28/86 and 8/01/86 -
7/31/87, financial statements from 8/01/85 to 2/28/86, contracts
for the note with Sovran Bank, contracts with IBM, contract with
Eimskip, contracts with The Freedom Council, National Legal
Foundation, and the National Perspectives Institute. Also
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provided were billings to The Freedom Council, National Legal
Foundation, and National Perspectives Institute, termination
agreements with The Freedom Council and National Legal Foundation,
leases for the warehouse and office at 2133 Smith Avenue,

Chesapeake, Virginia, an asset register, a payroll register, and
other selected invoices and correspondence.

Analysis of Records Provided

In our opinion, the Committee’'s response does not
demonstrate that the aforementioned transaction was "at arm's
length" and that no impermissible contribution occurred. Below is
a detailed analysis of the events which occurred from the
beginning of operations for GBCSI until the transaction with the
Committee. Based on our review of the records provided, we
determined that the books of GBCS! were not prepared in accordance
with Generally Accepted Accounting Principles.

On July 26, 1985, an agreement for services to be
provided to The Freedom Council by GBCSI was signed by George
Border and Robert G. Partlow, Executive Director of the Freedom
Council Foundation and The Freedom Council. That agreement was
then approved via a CBN contractor authorization form dated August
1, 1985. The authorization stated that the purpose of the
agreement was consulting services for The Freedom Council and Pat
Robertson. The authorization also states that the agreement was
entered into at the request of Pat Robertson.

On August 1, 1985, a formal agreement, commencing
August 1, 1985 and terminating on July 31, 1988, was reached
between The Freedom Council and GBCSI. Services to be provided by
GBCSI were to include general administrative services such as
personnel, payroll and general accounting, administration of the
promotion of The Freedom Council to the general public,
administration of computer services for internal recordkeeping,
and the design, creation, and writing of promotional pieces. The
agreement provides for a $25,000 monthly fee to be paid to GBCSI
for the period August 1, 1985 through July 31, 1986. A payment of
$150,000 for the February through July 1986 monthly fees was due
in advance upon execution of the agreement. 1In addition, the
agreement provided that GBCSI be paid for expenses incurred to
provide the services, plus 20% of cost for the first year of the
agreement, 15% of cost for the second year, and 10% of cost for
the third and final year of the agreement.

According to an article in The New York Times,
12/10/86, The Freedom Council was established in 1981 by Pat
Robertson. In January, 1986, The Freedom Council changed its name
to the National Freedom Institute. On the same day, a new Freedom
Council was organized by the officers of the old Freedom Council.
According to Richard Thompson, who was an official at the National
Freedom Institute, many of the affairs of the old council were
still handled by the new Freedom Council. Mr. Jerry Curry, former




51

president of The Freedom Council, states; "That was simply a
gimmick, an administrative exercise. 1Its [tax] status changed,
but it was the same people, same desks, same location."™ Mr. Curry
said that inaccuracies in some Freedom Council statéments to the
Internal Revenue Service made him want to "cut all the ties" to
CBN. He further states, "I was concerned about the legitimate
public perception of a man running for President supported by a
tax-exempt organization.™ 1In fact, GBCSI still referred to The
Freedom Council, and not the National Freedom Institute, in
records and correspondence through the closing of its operations.
In addition, the termination agreement between GBCS! and The
Freedom Council was signed by representatives of The Freedom
Council (new) in November, 1986, at which time The Freedom Council
was in the process of terminating its business. In the Audit
staff’s opinion, this demonstrates that the new Freedom Council
continued the affairs of the old Freedom Council.

In addition to its August 1, 1985 agreement with
The Freedom Council, GBCSI entered into an August 1, 1985 contract
with The Freedom Council Foundation, an affiliate of The Freedom
Council. GBCS! was to provide the same service to The Freedom
Council Foundation which it was to provide to The Freedom Council.
The agreement provided for a $5,000 monthly fee to be paid to
GBCSI for the period August 1, 1985 through July 31, 1986. A
payment of $25,000 for monthly fees was due in advance upon
execution of the agreement. 1In addition, the agreement provided -
that GBCSI be paid for expenses incurred to provide the services,
plus 20% of cost for the first year of the agreement, 15% of cost
for the second year, and 10% of cost for the third and final year
of the agreement. The Freedom Council Foundation was established
in 1982 by Pat Robertson and headed by him until 1985. 1In
addition, The Freedom Council Foundation shared the common
officers of The Freedom Council. 1In 1985, the corporation was
dissolved and reincorporated on the same day. 1In April of 1986,
the name was changed to National Legal Foundation. The National
Legal Foundation was financed by CBN and The Freedom Council.39/

A third agreement was also reached on August 1,
1985, and was between GBCSI and National Perspectives Institute.40/
This contract shows that GBCSI will provide the same services as
provided to the previous two entities. National Perspectives
Institute was founded in 1985 by Mr. Robertson and initially was
financed by CBN.41/

39/ The New York Times, 12,/10/86

40/ The actual agreement is not in the records provided. An
amended contract dated April 1, 1986 refers to the original
agreement of August 1, 1985.

41/ The New York Times, 12/10/86
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The Freedom Council, National Legal Foundation, and
National Perspectives Instituted2/ accounted for 94.9% of all
revenues recorded in the books of GBCSI during the time for which
records were provided. The Committee for Freedom accounted for an
additional 1.9% of total revenues. The Committee for Freedom, a
multicandidate PAC, was established by Mr. Robertson in 1985.43/
Thus, three of the four organizations [The Ffreedom Council, ~
National Legal Foundation, National Perspectives Institute)
associated directly with Mr. Robertson and which received their
funding either directly or indirectly from CBN accounted for 94.9%
of all revenue of GBCSI.

On October 14, 1985, GBCSI reached an agreement to
purchase the IBM System 38 computer and related items for a total
price of $415,399. Three days later, Steve Davis, controller of
GBCSI {identified as associated with The Freedom Council in 1986]
sent a letter to George Border describing the terms of the payment
agreement and that GBCSI will be approximately $33,000 short of
having the cash needed to make the final payments (see Attachment
#13). GBCSI was to pay $50,000 upon signing of the contract and
an additional $33,079.80 at the time of delivery. An additional
$83,079.80 was to be due 30 days afterwards and the rest would be
financed through Sovran Bank. The letter states that Mr. Davis

has told Dave Jackman about the problem and that he could possibly
- advance GBCSI $60,000 through the Freedom Council and Freedom

Council Foundation. Also, a summary of GBCSI cash from November
1, 1985 through January 1, 1986 was furnished to Mr. Border.

Cne element of the cash flow states "5$50,000 from
FC [The Freedom Council], FF [The Freedom Council Foundation], or
CBN [presumably The Christian Broadcasting Network, Inc.] advance
12715 Billing." The letter is ended by Mr. Davis' statement to
Mr. Border; "As you can see the success of our meeting IBM
payments depends on FC, FF meeting our needs. They must know our
problem and be willing to make adjustments in the cash flow for 60
days." As stated above, The Freedom Council and The Freedom
Council Foundation/National Legal Foundation was financed by CBN.

The final payment to IBM for the computer system
was recorded in the books of GBCSI on January 17, 1986. Billings
of GBCSI to The Freedom Council and The Freedom Council
Foundation/National Legal Foundation from August 1, 1985 until the
time of the final payment total $769,384.63 (see Attachment #14).
An analysis of the financial statements of GBCSI shows that from
August 1, 1985 until the end of January, 1986, GBCSI reported net
income of $433,115.92 which was $17,716.89 more than the cost of
the computer. The month after the computer was paid for in full,

42/ All three organizations had addresses on Greenbrier Circle,
Chesapeake, Virginia.

43/ The New York Times, 12/10/86.
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GBCSI expenses were more than the previous six months combined,
which resulted in a net loss of $291,011.62. Attachment 15

summarizes the Profit and Loss Statements for GBCSI from August,
1985 through February, 1986.

In October 1985, the month of the purchase,
revenues were $292,436.94 more than the previous month and
$234,860.86 more than November. Billings and expenses appear to
be planned so that GBCSI would have sufficient cash on hand to
allow for the purchase and payment in full of the computer systenm.
After IBM was paid in full in January 1986, GBCSI incurred a
substantial loss in February 1986. Based on our review of records
made available with respect to February 1986, the cause of these
sudden losses included substantial increases to salaries for
directors, payroll expenses, postage expense, and office/warehouse
supplies. Also, depreciation expense was recorded for the first
time. Furthermore, there were several entries to accounts with
the reference as adjusting or correcting entries. GBCSI did not
provide documentation to suppcrt these or other journal entries,.

In October, 1986, The Freedom Council was in the
process of terminating its business. A non-binding draft of
settliement terms between GBCSI, George Border, and The Freedom

Council (see Attachment #16) provided the following relevant
items:

"2...GB [GB Computer Services, Inc.] employees -
except for George Border, will be given the same
termination benefits as TFC [The Freedom Council]
employees plus any accrued unused vacation...

b. TFC agrees to hold George Border harmless from
any loss on sale of his house as follows:

a) At any time up to and including January 31,
1987 TFC, will at George Border's sole option and

request, reimburse George Border for all equity in
house.

b) 1In the event GB sells house on or before
January 31, 1987 TFC retains the right to purchase

the house by matching a purchase offer TFC deemed
too low...

d. TFC acknowledges that George Border has
advanced $65,000 to GB as a loan to facilitate
business operations.44/ TFC agrees to the

44/ A $40,000 payment is shown in the ledger of GBCSI as being an
advance by George Border in February, 1986. As of August 1,
1986, the records of GBCSI indicate a balance of $65,000.
This balance was paid starting in November, 1986, and was
paid in full on January 9, 1987.
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reimbursement to George Border of the $65,000
}.Oano . ®

e. In relationship to IBM 38 and related equipment
owned by GB, GB has the option to request that TFC
assume full responsibility for Sovran note and
related equipment on or before December 31, 1986,
TFC would then own all of the equipment covered by
the note. 1In that event, TFC shall hold GB
harmless from any and all liabilities for the
computer, all related equipment, fixtures, and
furniture covered by the note, as well as any other
notes or obligations on said equipment which may
exist."

A meeting was held on November 11, 1986 between
Steve Davis of GBCSI and Harry Fagan of Coopers & Lybrand45/ at
which time it was determined that $326,730 would be the cash
requirement needed for close down. In the close down estimate
were provisions for items noted in the settlement terms which
included accounts payable, payroll through December 26, 1986,
termination pay, and George Borders'’ loan to GBCSI. The amount
specifically excluded the loan amounts to Sovran. On November 25,

~ 1986, a termination agreement was entered into by The Freedom

Council and GBCSI in which The Freedom Council agreed to pay GBCSI
$327,000. o

Another meeting was held on January 15, 1987
between Mr. Davis and Mr. Fagan and a determination was made that
an additional $94,252 would be needed for the cessation of
operations. Included in this amount is $46,168 for October, 1985
through January, 1986 payments to Sovran Bank. Apparently, GBCSI
had forgone its option for The Freedom Council payments on the
loan and in doing so, assumed the ownership of the IBM 38 computer
as noted in the non-binding settlement terms. On January 26,
1987, an amendment to the November 25, 1985 agreement was executed
wherein The Freedom Council agreed to pay an additional $82,252.
On Januvary 30, 1987 and February 6, 1987, National Legal
Foundation paid the remaining $12,000.

It was at this point that the Committee reached its
agreement with GBCSI to purchase GBCSI's IBM agreements
(maintenance and programs), the leasehold interest in the premises

45/ Coopers & Lybrand were also the accountants of CBN (The New
York Times, 12/10/86]. Mr. Jerry Curry states that he wanted
to change accountants for The Freedom Council, but CBN
blocked the move.
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at 2133 Smith Avenue, Chesapeake, Virginiad6/, the computer system,
mailing equipment, lists and other equipment. The purchase
agreement, dated January 27, 1987, provided for the Committee to
assume the Sovran loan, which GBCSI had incurred in order to
finance the purchase of the IBM computer system.

in relation to the mailing list, George Border
wrote in a letter, dated October 23, 1985, to The Committee for
Freedom stating, "GB Computer Services, Inc. has acquired the use
of a prominent donor list. Although we have had to pay a premium
price for this list, we believe this value is exceptional. We are
convinced that a aaxlxng to this list from The Commxttee for
Freedom {(TCFF) would be an outstanding fund raiser. However,
during our analysis of GBCSI’s general ledger, there was no
indication of the purchase of a mailing list.

The book value of total fixed assets {i.e.,
Computers,/ Software, Furnitures and Fixtures, Office Equipment,
Mail Equipment) as recorded in the general ledger of GBCSI is
$543,084.87 at the date of the Committee’s purchase agreement. To
acquire these assets, the Committee assumed a loan for $233,480
from Sovran Bank. In our opinion, the assumption of the leases do
not represent value paid for the computer system and related

- assets. The leases represent expenses the Committee would have

incurred regardless of the computer and equipment purchase. - As
stated previously, the office and warehouse lease appears to be at
below market value. Thus, we believe the records of GBCSI
indicate a book loss to GBCSI of $309,604.87.

The above §$543,084.87 valuation does not include
any value assigned to the mailing list(s) which was a part of the
transaction, nor does it include accumulated depreciation because
GBCSI did not appear to record depreciation after February 28,
1986. Moreover, the director, supervisor, and an employee of mail
operations, the director and an employee of data processing, and
the supervisor and an employee of data entry all became employees
of the Committee. These employees had worked with the computer
system and should have possessed knowledge of its operation and
applications which would be of considerable benefit to the
Committee. The amount used for the original termination agreement
between GBCSI and The Freedom Council contained a provision for

the employees of GBCSI to receive substantial termination
benefits.

46/ A letter dated July 26, 1985, [the same date GBCSI reached

its agreement for services with The Freedom Council]
addressed to George Border at CBN states that "the proposed
rental rates for The Christian Broadcasting Network for these
areas...are below market value." GBCSI was renting its

office space at $.70 a square foot and the warehouse at $.27
a square foot.
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In our opinion, the information reviewed indicates
that GBCSI was established and funded by organizations affiliated
with the candidate for the primary purpose of purchasing the 11BN
System 38 computer system. Adegquate funding was provided by these
organizations from inception (August, 1985) of GCBSI until the
date of the final payment to IBM for the computer system (January,
1986) at which time GBCSI incurred a substantial loss in February,
1986.

The Committee was able to conveniently assume the
liabilities of GBCSI while GBCSI at the same time was assured per
agreements to receive $421,252 from organizations founded by Pat
Robertson in order to terminate its business and pay all
obligaticns other than the loan assumed by the Committee (i.e.,
$409,252 The Freedom Council and $12,000 National Legal Foundation
{formerly Freedom Council Foundation). The aforementioned
agreement allowed the Committee to obtain assets at what appears
to be substantially below GBCSI's recorded net book value while
GBCSI had no remaining assets or liabilities. Therefore, we
believe that the transaction between GBCSI and the Committee was
not "at arm’s length"™ and represents an in-kind contribution of at
least $309,604.8747/ ($543,084.87 - $233,480). 1t should be noted
that, based upon our review of GBCSI's records made available, no
depreciation expense was charged for the period March 1986 through
January 1987. The amount of depreciation expense, if taken, would
decrease the boock value and in turn the amount ($309,604.87) of
the calculated book loss to GBCSI. However, this calculated book
loss does not necessarily eguate to the “usual and normal charge”
for the items purchased by the Committee (see 11 C.F.R. §100.7(a)
and (b)). Also, no value has been calculated related to the
mailing lists sold by GBCSI in this transaction.

A calculation of Expenditures Subject to the
Overall Limitation appears below.

47/ 1t should be noted that it is possible, depending upon the
circumstances and relationships of the parties involved, that
GBCSI's transfer of the lease and the IBM agreements
constituted value given to GBCSI since the Committee relieved
GBCSI of its duties and obligations under the agreements.
Similarly, GBCSI's transfer of the IB8M agreements and the
leasehold interest, which entitled the Committee to the IBM
services and licensed programs and the right to possess and
to otherwise use the leased premises, constituted value given
to the Committee. However, it is guestionable whether the
value given by the Committee agreed to are egquivalent. The
fact that GBCSI and the Committee agreed to exchange these
assets does not mean that they are of egqgual value.
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AMERICANS FOR ROBERTSON, INC.

EXPENDITURES SUBJECT TO THE OVERALL EXPENDITURE
LIMITATION AS CALCULATED BY THE AUDIT STAFF

Amount Reported by the Committee thru December 31,
1991 Subject to the Overall Expenditure Limit

Adjustments to Reported Total:
Expenditures Incorrectly

Classified as Exempt Compliance by
the Committee - Not Included Above

$23,079,801.35 a/

38,940.

Reported Debt Outstanding at December 31, 1991 156,032

Additional Debts Not Included
on Report: Response Marketing
C. Ridley
H. Ellingwood
Adjustments for Aircraft Usage:
In-Kind Contribution-CBN Continental, INC.
 Adjustments for billing -errors -

Excess offsets to operating
expenditures from press billings

In-kind Contribution -~ GB Computer Services Inc.
Christian Coalition

American Life League

Accounts Receivable

Non-Qualified Campaign Expenses

Adjusted Reported Expenditures Subject to
the Overall Expenditure Limitation

Overall Expenditure Limitation 2 U.S.C.
§44la(b)(1)(A)

Amount Incurred in Excess of Overall Limitation

54,596.

9,646

260,352,

,Ujjﬁjélog bs

112,874.
309,604.
190, 595.

20,000.
< 5,835,
<163,568.

17

.50

38

.18
3,871.

32 b/

81 ¢/
87 4/
25
00
25>

68> e/

24,074,587.

<23,050,000.

87

00>

$ 1,024,587,

8“1

a/ Committee reported amount adjusted for mathematical error.

b/ See discussion at D.l.a. on pages 25-41.
c/ See discussion at D.l1.b. on pages 41-43.
d/ See discussion at D.2. on pages 43-56.

e/ See Final Audit Report Findings 1II.B.l1., 2. and 4.
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Adjustments

Open Accounts Payable €224,146.34>
Open Accounts Receivable 5,835.2%
Payments Post 7/25/89 (LIFO date) <146,306.99>
Reported Paid Expenditures Subject to the $659,969.79 48/

Overall Expenditure Limitation

See Finding E. below for calculation of repayment amount,

Recommendation &7

The Audit staff recommends that, absent a demonstration to
the contrary, the Committee refund to the Press organizations
$105,634.56 in amounts received in excess of the maximum billable
amount for press travel on Committee aircraft. The Committee
should submit evidence of these refunds, the calculation of the
amount paid to each Press crganization and photocopies of the
front and back of the negotiated refund checks.

E. Calculation of the Amount Repayable for Exceeding the
: . Iowa, New Hampshire and Overall Limitations

Based upon its deliberations with respect to the Cébfgé
Bush for President Committee, Inc., the Commission determined that
the repayment should be calculated using the larger of

expenditures in excess of the overall limitation or expenditures
in excess of the state limits.

The Audit staff has determined, at Finding III.C.,
Allocation of Expenditures to States, that the Committee paid
$1,109,752.50 in excess of the state limits. Further, Finding
I11.D., Use of Funds for Non-Qualified Campaign Expenses in Excess
of the Overall Limitation on Expenditures, shows that the
Committee paid $659,969.79 in excess of the overall limitation.

Therefore, multiplying the larger amount (expenditures
in excess of the state limits) by the repayment ratio would result
in the repayment amount computed below:

Amount Paid in Excess of the

Iowa and New Hampshire Limitations $1,109,752.50
Times Repayment Ratio (Finding III1.A.) .305142
Repayment Amount $338 2.10

48/ This amount, determined in excess of the overall state

limitations, is subject to change. Any adjustments will be
reflected in the Commission’s Final Statement of Reasons.
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Recommendation #8

Based upon the Commission’s decisions described above, the
Audit staff recommends that the Commission make an initial
determination that $338,632.10 is repayable to the United States
Treasury pursuant to 11 CFR § 9038.2(b)(2).

F. Determination of Net Qutstanding Campaign Obligations

Section 9034.5(a) of Title 11 of the Code of Federal
Regulations requires that the candidate submit a Statement of Net
Qutstanding Campaign Obligaticns which contains, among other
items, the total of all cutstanding obligations for qualified
campaign expenses and an estimate of necessary winding down costs
within 15 days of the candidate’'s date of ineligibility.

In addition, 11 C.F.R. §9034.1(b) states, in part, that
if on the date of ineligibility a candidate has net outstanding
campaign obligations as defined under 11 CFR 9034.5, the candidate
may continue to receive matching payments provided that on the
date of payment there are remaining net outstanding campaign
obligations.

As noted in Finding I1II.A., the candidate’s date of
ineligibility was April 28, 1988. The Committee filed a Statement
of Net Outstanding Campaign Obligations (NOCO} which reflected the
Committee’s estimated NOCO as of April 28, 1988. The Audit staff
reviewed the Committee’s financial activity through August 31,
1988, in order to calculate the Committee’'s actual financial
position regarding cash, accounts receivable, capital assets,
accounts payable, and estimated winding down costs. As contained
in the interim audit report, the Audit staff adjusted NOCO
reflected a deficit of $2,822,372.01 at the candidate's date of
the ineligibility.

Subseguent to the Committee's response to the interim
audit report the Audit staff calculated a revised NOCO based on a
review of reported activity through December 31, 1991.49/ The major
revisions to the NOCO are a result of revising both receivables
and payables to reflect the reported activity through December 31,
1991. 1In addition payables were increased for amounts due as
refunds of excessive individual contributions. Finally an
adjustment was made reducing pavables by the amount the Committee
exceeded the spending limits. This adjustment is necessary in
accordance with 11 CFR §9034.5(b). The revised NOCO appears
below:

49/ Generally, adjusiments were based on unaudited reported
activity through December 31, 1991, the date of the last

Committee reported activity at the time this report was
drafted.
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AMERICANS FOR ROBERTSON, INC.
Revised NOCO Statement AS OF 4/28/88 Based on
Activity Through 12/31/91
Assets

Cash in Banks

National Accounts $ 213,198.47

State Accounts 56,052.08

Receivables
4/29/88-831/88 a/ 158,423.07
9/1,/88-12/31/91 b/ 298,532.03

Capital Assets 15,600.00

Total Assets $ 741,805.65

Liabilities

Accounts Payable
paid 4,29/88-8,/31/88 1,940,122.04 2/

paid 9/1/88-12/31/91 2,456,529.42 b/

at 12/31/91 590,147.12 ¢/

Adjustments to
Accounts Payable:

Non-Qualified
Campaign Expenses:
4/29/88-10/21/88 <163,568.68> d/

Paid In Excess of State
Limitations
4,29/88-10,21,/88 < 24,964.62> e/

In Excess of Overall <454,630.68> £/
Limitation

Total Liabilities <$4,343,634.60>

NOCO (Deficit) <$3,601,828.95>
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Footnotes to NOCO

Based on actual audited activity, not adjusted for
non-qualified campaign expenses (see notes d/, e/ and f/).

Compiled from unaudited reported activity, not adjusted for
non-qualified campaign expenses (see notes d/, e/ and f/).

Includes (1) $266,130.42 reported by the Committee as
outstanding, (2) $142,592.21 in contribution refunds payable
as calculated by the Audit staff, (3) $105,634.56 in refunds
due the Press (see Finding I1I1I.D.1.b.), (4) $75,785.93 in
payables developed by the Audit staff (CBN Continental
$7,676.09; Ellingwood $3,871.28; Ridley $9,646.18; Response
Marketing $54,596.38).

Included in figures for Accounts Payable paid 4,/29/88 through
12/31/91; this adjustment removes non-qualified campaign
expenses paid in accordance with 11 CFR 9034.5(b). See
Findings I1I1.B.1., 2. and 4.

Included in fiqures for Accounts Payable paid 4/29/88 through

- 12/31/81; this adjustment removes non-gualified campaign

expenses paid in accordance with 11 CFR 9034.5(b).  See _
Finding III.C.

Included in figures for Accounts Payable above; this
adjustment removes the value non-qualified campaign expenses
in accordance with 11 CFR 9034.5(b). See Finding I11.D.
There is no overlap relative to the adjustment explained
above at note e/.




A M e B N s e

62

As noted above the adjusted NOCO reflects a deficit at
the candidate’'s date of ineligibility. The Audit staff reviewed
the Committee’s reported fipancial activity through the date of
the last matching fund payment (April 19, 1989) to verify that the
Committee did not receive matching funds in excess of entitlement.

Net Outstanding Campaign

Obligations (Deficit) $3,601,828.95
Private Contributions

4/29/88 - 4,/19/8950/ <1,478,097.49>
Matching Funds Received

4,29/88 - 4,/19/8951/ <1,931,127.96>
Other income < 166,918.84>

Remaining Entitlement at 4/19/89 $ 25,684.66

Based on the calculation above it does not appear that
the Committee received matching funds in excess of its
entitlement.52/

.- - - ---6G. . Repayment Recap
G Shown below is a recap of repayment amounts discussed in
this report.
Finding Topic Repayment Amount
N I11.B.1. Penalties and Post- $ 21,994.23
i DOI expenses
I11.8B.2. Convention related expenses 22,727.59
N I1II.B.4. Undocumented transfers 5,189.86

50/ Actually represents reported private contribution through
4/30/89. The Audit staff was unable to calculate amounts
received through 4/19/89 since the majority of the
contributions received were reported as unitemized.

51/ 1Includes payment on 4/19/89.

52/ On March 10, 1992, an initial Debt Settlement Plan was
submitted by the Committee. Subject to Commission approval,
approximately $22,000 in debts could be settled. No
adjustment relative to the Committee’'s proposal has been
made. Any material changes to the above calculation will be
addressed in the Commission’s Final Statement of Reasons.
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Exceeding States (NH & IA)
Limitations

$ 338,632.10
$ 388,243.78 53/

53/ This amount is subject to change. Adjustments will be

reflected in the Commission’s Final Statement of Reasons,
appropriate.



AMERICANS FOR ROBERTSON, INC.
Schedule of Non-Qualified Campaign Expenses
(Penalties and Post-DOI Expenses)

Check § Payee
1641 IRS
4575 IRS
2166 IRS
115 IRS
116 Cashier
Tex Employment
Comm,
117 Florida
Employment Comm.
118 Job Service
of Iowa
131 DC Treasurerx
1002 VA Department
of Treasury
1201 INSTY Printers
1202 Jerry'’'s

Date
01/12/88
05/23/88
01,/27/88
04,05/88
04,/05/88

- 04/05/88

04/05/88

04/05/88
04/20/88

06,/03/88

06,03,88

TOTAL

Amount
$37,320.26
3,286.77
21,498.15
833.57
5.00
- 10.68
51.11

55.31
8,699.72

143.10

175.00

12,07

MBO002619

FINAL AUDIT REPORT
Attachment #1

Purpose
Tax Penalty
S [}

L] ]

L] "

L] "
Mailing to
Minnesota
Supporters
Postage
Related to
Mailing




Date

07726788
07/26/88
08/01/88
08/03/88
08/10/88
08/12/88
08/16/88

08/22/88

08/02/88
08/02/88
08/02/88
08/02/88
08/02/88
08/02/88
08/02/88
08702/88
08/02/88

Ask Mr. Foster

"

Pay

avee

"

Jennifer Best

Penni Boutillier

Nancy Boyle

Lucien Freeman
Patrice Freesan

Rev. Marie Galatas

Taja Grayson

Lucille Hogan

Sheila Jamison

*/ Check amount $589.00.

FINAL AUDIT REPORT

Attachment 42
Page 1 of §

ABERICANS FOR ROBERTSON, INC. :
Schedule of Paid Pos:-DOI Convention Related Expenses

Check ¢

1024
1218
1245

1290

| SUBTOTAL TRAVEL

1257
1258
1259
1260
1261
1282
1263
1264
1266

Amount Purpose
S 283.00 Travel to Convention

356.00%/ " " "
396.00 " " "

2,821.00 " " "

1,996.50 " " "
250.735 " " "
491.00 " " "
144.00 " » "

© - 86,738.25

36.00 Phone Bank

98.30 " " "
64.00 " " "
12.00 " " "
115.00 " * "
124.50 " " "
120.00 " " "
24.00 " " "
36.00 " " "

$233.00 not convention related.




Date

08/02/88
08/02/88
08/02/88
08/02/88
08/02/88
08/02/88
_.08/02/88
08/02/88

~ 108702788

" 'ngr02/88
08702788
' 08/02/88
;\os/oz/sa
- 08/02/88
*~08/02/88
" 08/02/88

08/10/88

Payee
Cindy Johnson

Susan Meyers
Tiffany Moline
Chasity Morgan
Cortney Morgan
Janice Morgan
Cynthia Noah
Schevander Parker
Aline Schevermann
Teska Vashington
Gina Martin

Dveldon Higgins
Susette Sparks
Shiela Sterling
Damion Baynes
Jacqueline Haynes
Cynthia Noah
SUBTOTAL PHONE BANK

AMERICANS FOR ROBERTSON, INC.
Schedule of Paid Post-DOI Convention Related Expenses

Check

1267
1268
1269

1270

v

1271
1272
1273
1274
1275

1277

1278
1279
1281
1283
1284
1285
1356

Amount
158.00
84.00

FINAL AUDIT REPORT
Attachment #2
Page 2 of 5

Purpose
Phone Bank
" "
" n
" "
" "
" "
" "
" "
) "
" "
" e
" "
" "

$1,766.00




Date

08/01/88
08/11/88

08/12/88
08/12/88

08/12/88

08/12/88
08/15/88
08/15/88
08/16/88
08/16/88
08/16/88
08/16/88

08/16/88

08/17/88

08/18/88
08/18/88
08/17/88

Payee

Bovman
Transportation

General Audio
Video

Easy Rental, Inc.

Blevins Concession
Supply

Dixi Springs
Springvater

Kinkos

American Rent All

Sunny’s Bdﬁeiy” .

Kinkos
Lucky Dog
Sounds of Mann

2erz/7-Up
Bottling Co.

Bent’s Maine

Sotel Inter-
continental

John Rondero
La Pavillion

Sullivan Transport
Co.

FINAL AUDIT REPOR
Attachment

Page 3 of 5

AMERICANS FOR ROBERTSON, INC.
Schedule of Paid Post-DOI Convention Related Expenses

Check & Amount
1247 § 706.2%
2247 1,450.00
2250 219.135
2251 457.01
2252 127.31
2253 308.47
2258 200.56¢

2259 - 50.50
2262 381.50
2266 375.00
2264 920.00
2265 233.27
2267 311.04
2268 1,895.75
2270 233.65
2n $08.06
2269 378.00

Purpose
Shipping
Radio Rentals
{Beepers, etc.)
Furniture Rental

Equipment Rental

Bottled Vater

Printing
Equipment Rental
Printing
Food Concession
Husicians

Soft Drinks

Alr Borns

Unknowvn

Food Supplies
Unknowvn

Deliver Hats

-
82




Date

08/18/88
08/719/88
08/19/88
08/19/88
08/02/88
08/19/88
08/19/88
08/19/88

. 08719788

08/18/88

08/20/88
08/05/88

08/12/88
08/05/88
08/05/88
08/15/88
08/12/88

08/12/88
08s12/88

ANERICANS FOR ROBERTSON, INC.

FINAL AUDIT REPORT
Attachment #2
Page 4 of S

Schedule of Paid Post-DOI Convention Related Expenses

Pazee

Taste Rite Inc.
Dallas Suites
Brady Bilton

Bank of Louisiana
Bank of Louisiana
Fairmount Hotel
Marlene Elvell

Dixie Springs
Spring Vater

Budget Rent-a-Car - -

Hotel Inter-
continental

Budget Rent-a-Car

Spangenberg Inc.

Vivien Insurance
Printvorks

Botel Inter-

continental
n L]
] L]

Check §

a2
2274
2276
2283
291
2278
2280
2279

2284

2285
2296

2249
2297
2298
2261
2254

257
2295

2282

Amount
139.10
6,261.238
300.00
700.00
500.00
390.67
1,138.20
26.01

1,441.24

1,986.06

565.35
2,500.00

3,89C.00
1,000.00
1,500.00

986.00
5,000.00

5,171.83
3,182.88

Purpose
Coffee

Hotel Rooms
Security

Rent

Damage Deposit
Hotel Rooms
Hotel Expenses

Vater

Car Rental

Hotel Charges

Car Rental

Redecorate
Hospitality Center

L] L ] L]
Liability Insurance
Convention Signs

L L,

Hotel Charges




FINAL AUDIT REPORT
Attachment $2
Page 5 of S

AMERICANS FOR ROBERTSON, INC.
Schedule of Paid Post-DOI Convention Related Expenses

Date Payee Check ¢ Amount Purpose
09/16/88 Alan Sutherlin 2236 2,657.17 Phone Rental
09/19/88 Executive Business 2434 1,070.49 Copier Rental

Products
06/17/88*/ Goldberg/ - 13,022.03 Buttons, Bumper
Marchesano stickers for
Associates Convention
08/03/88%/ " " - 31,793,959 Lapel Stickers,
Posters for
Convention
TOTAL §14.482,01
*/ 1Invoice date, costs defrayed vith funds paid to vendor prior to 4/28/88.
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FINAL AUDIT REPORT
ATTACHMENT 3

AMERICANS FOR ROBERTSON, INC.
Non-Qualified Campaign Expenses

Undocumented Transfers of Funds from National Accounts

TOTAL

Intended
Transferred Recipient
Check& /Wire Date From State Account Amount
Wire 09,/30,87 Signet NY 1,570.00
$6520025633
= 2451 09,03/87 . . PA 2,679.00
‘ 2457 09/03/87 " " GA 5,400.00
T 2823 - 09/14/87 - L 1.279.00
-~ 2708 09/18/87 . . GA 4,040.00
— 3127 10/06/87 . . PA 240.00
33174 10/22/87 " . GA 1,800.00

212,008,900
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| ‘ ‘Attachment 4
hRERICANS FOR ROBERTSON, INC. hece 1 ent .
FINAL AUDIT REPORT

CBN Continental, Zac. Thartered Billinegs

The Commist used the corporate airplane c¢f C2W Continental
as ics primary =car'e cf air transpertation. However, all
transactions 'ecarﬁ..g the charter cof the plane were coﬁducted
through C3N Cont:inental, Inc., which according to a Ccmmitte
official, was a Virginia stock corparacicn and a2 wholly cwned
subsidiary ¢f C2N Airglanes, Inc. formed to handle "Ior profit®
~ransactions bestween CEN Ccntinental and other entities.

The Audit staff's reconciliation cf
revealed that C3N Continencal, Inc.
$1,0587,749.88 and that the Committ

invoices and payments
v‘l ed the Committee

made payments of $714,764.10

and was c'edxted for $34,675.86, ;eavxng a balance of

$308,309.86. Accorulng to the treasurer, $260,352.32 of

the
ending balance is disputed gasoline surcharges.

The Audit staff reviewed the invoices and payments made
available inveolving the Committee and CBN Continental, Inc. to
deternmine if the Committee paid for its air travel in advance as
required by 11 C.F.R. §§114.9(e) (i) and (ii). The Committee
provided the Audit staff with a computer printout entitled

Continental Broadcasting Network Passenger Flight Log”
Ze pericd 9/16/86 to 3/9/88; copies of invoices dated between
we per od 9/24/86 to 3/18/88; and a summary of invoices and

payments covering the pericd 10/8/86 to 3/18/88. Passenger logs
were not provided for any flights occurring after 3/9/88.

covering

The Audit staff's review of available documentation revealed
20 invoices, totalling $150,847.37 for which payment did not
occur in advance of the cdate of the respective tripsl In the
case of 16 invoices, totalling §116,639.27, addxtxonal costs for
previous flights were billed, the amounts of which materially
exceeded the costs originally invoiced and paid. 1In addition,
the Audit staff noted that invoice records were not provided
relative to 5 invoice numbers (#1050, 87-1031, 88-1006, 88-1008,

*/ Iin several cases, the
the inveoice.

r

-
-

[¥H

© had occurred prior to the cdate of
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88-1010) listed on the summary. Further, the fcllowing invoice
numbers were not listed on the above menticned summary: 1044,
1048, 1081, 1054, 1055, .060, 1061, 1062, .064, 1066, €7-1002,
87-1004, 87-1014, 87-1015, 87-1019, §7-1023, 87-1032, 37-103¢,
87-1045, 88-1021. It is possible that these invoices were deemed
to relate to entities other than the Ccmmittee.,

e

The Audit staff reviewed the aforemen

ticned cassenger flighet
log which contained information 'ecar~'rg the cate oIl :he flight,
£light ::‘nerary, flight hours, names of rassengers and the
respeczive entity to ke billed, znd the purccse cf trip ordered
by tzip number. Although the passenger Ilight lcg cid not
contain information cn ail ::ip numders, cur feview ci the log
revealed several instances where the billings <c nct actpear to be
in accerdance with 11 C.T.R. § 9034.6(%)(2). Tor example, trip
#86-129, according to the log, occurred cn LI/E/E5 and criginated
in Dallas with a desz:inaticn ci Noriclk, including a stopover in
Staunton, Virginia. Total flight time was listed as 2.7 hours; a
notaticn in the passenger flight log stated "AFR 'Americans For
Robertson, Inc] paid .3Z hrs for step in Staunzeon. 3111 C3N 2.2

hrs."

Notwithstanding the fact that the aircraft's actual point of
origin was in all likelihood Norfolk, Virginia nbt‘DaIIas."Téan;
the flight time of 2.7 hours should have teen billed to th
Committee since Staunton was recognized as a campaign s.op.
According to 11 C.F.R. § 9034. 6(b)(2} that portion of the cost of
the trip allocable to campaign activity shal‘ te cdetermined by
calculating what the trip would have cost f:-om the point of
origin of the trzip to the first campaign-r lated stop and f:-om
that stop through each subsequent campaign-related stop, zack to
the point cf origin.

A second trip ori c.uatzﬁg in Norfolk, Virginia with
intermediate stops in Tulsa, Las Vegas, long Reach, Palm Springs,
Detrcit and Manchester, involved campaign related stops in
California and New Hampshire, according to the passenger flight
log. However, according to records made available, the Committee
was billed for 2.70 hours out of a estimated 12.4 hour campaign
related trip. Further, the stop in Detroit was billed (4.0

hours) to "Michigan Ccmm, For Freedom" and the remainder of the
trip cost tilled to C3N.1/

Reccmmendation #22

The Audit staff recommends that the Commisttee within 30 days
of service of this report, show why the above menticned payments,

totalling §150,847.37 relative to flights not paid in advance and
the additicnal payments made on flights that were

*/ See Finding II.A. for additional information concerning
Michigan Committee for Freedom.
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undercharged, totalling S$116,639.27, should not be considered
corporate contributions.

It is also recommended that the Committee provide:
L]

A detailed accounting of all invoices received by the
Committee from CBN Continental, Inc.;

The above menticned missing i{avoices tlus those not

listed cn the summary, as well as all invoices and
payment documentaticn for Ilights after 1/9/88

A ccmplete and accurate gpassencer flight lcg containing
trip informaticon, as described adove, for all flights
during the perxod 7/1/86 tnreough 12/31/38 including
those flights for whicn the Committee was rnot Silled in

4
whole cr :n part:

Documentation including workpapers, etc., ¢
demonstrate the method c¢f calculating the total costs
of the flights and the methcd used to calculate the

. amounts billed to the the Committee and the other
e entities involved;

Information on the cwnership of the aircraft used to
R transport Committee personnel and documentation to show
the inter-relationships of CBN, CBN Continental, CBN
- Continental Inc., and CBN Airplanes, Inc. Such
documentation is to include but not te limited to
photocopies of corporate filings, names of officers and
members of the respective board of directors; and

The Candicdate's schedule for the period 7/1/86 -

e 12/31/88. The schedule or reconstruction thereof is to
include, cn a daily basis, the Candidate's itinerary,

- events attended and the type of event {(i.e., campaign

vs nen-campaign). In the case of events categorized as

non-campaign, provide an explanation as to why said

event was not campaign-related and the name of the
sponsoring entity.

| Additicnal recommendaticns may te made after review of the
} requested documentation.
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XXXI. RECOMMENDATION NO, 22

22.1 The Commission has been shown all c¢f AFR's records

concerning CBN Continental, Inc., or CBN Airplanes, Inc. AFR is

still trying to find scme of the mi1ssing invoices.

22.2 AFR did not use the BAC 1.1 after March 9, .988.

22.3 The FEC has rreviously teen provided the only copy of

- the passenger flight log.

~22.4 AFR does not have records relating ts the method of

) calculating total costs. These recerds may be contained in the
™

naterial submitted to the Commission by CBN Continental.

. 22.5 AFR understands that the B3AC 111 wvas owned by

Alrplanes, Inc., a wholly cwned subsidiary of C3N Continental

Broadcasting Network, Inc. AFR beliaves that this informaticn

has lteen submitted as part of CBN Continental's response to the

FEC's subpoena.

22.6 The Commission has been given %the schedules

candidate which still exist

{or the

in campaign records. Other than

26
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those schedules that have already teen provided to the FEC, AFR

has noc other schedules and no means to recreate then.

22.7

AFR was billed in advance fcor all flights accerding to

-sa

the policy established ty C3N <Continental and telieved that it

paid in advance. Under the FAA 10 point =i1lling fractice, AFR

apparently received bills after flights wnich were for costs

~hat CBN Continental incurred unexpectedly after the submissicn

of a prior kill. In additiocn, AFR received .ater :tillings for

£light deviations after take off due <2

campaign schadule

changes, or weather. AFR paid C3N Continental in cash, in full

for all nondisputed bills. One disputed bLill resulted in a

settlement agreement, a copy <f which has been supplied to the

Commission.
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LEASE

THIS LEASE is entered into by and between AIRPLANES,
INC., a Delaware corporation, hereinafter called the Lessor, and
C8N CONTINENTAL BROADCASTING NETWORK, INC., a Delaware
corporation, hereinafter called the Lessee.

1. Lease. Lessor hereby leases to the Lessee, upon
the terms and conditions herein contained, the following
described aircraft:

One BAC 1-11-201 AL, Serial No, 00S

2. Term. The term of this lease shall be one year,
commencing on May 1, 1987. Lessee shall have exclusive usage of
the aircraft during the term, without limitation as to mileage or
flight hours. Lessee shall have the option to renew this Lease
on the same terms and conditions (including this right of
reneval) for successive one year terms, upon notice to Lessor.

3. Rental. No fixed rental shall be charged. Lessee

shall as rental hereunder perform all maintenance and pay all
expenses, as described hereinbelow.

4. Lessee's covenants. The Lessee covenants and
agrees as follows:
(a) i

Mo ljen or assignment. To keep safely, and
use carefully, the aircraft, and not to sell, or attempt to sell,

or assign or dispose of the aircraft, or of any interest therein,

or suffer or permit any charge, lien, or encumbrance of any
nature upon the aicraft.

(b) Sublease. Lessee shall have the right to
sublease, rent, loan out or otherwise permit others t¢ use the
aircraft, provided, however, such is undertaken in contcrmance
with all applicable rules and regulations of the Federal Aviation

Agency pertaining to the use to which the aizcraft shall be
subjected.

(c) Taxes. To pay all taxes, assessments, and
charges imposed by any national, state, or municipal government,

or public or airport authority on the aircraft or on its use
during the term this lease is in effect.

(d) Maintepance. To maintain and keep the
aircraft and all components thereof in good order and repair, in
accordance with the requirements of the Federal Aviation Agency
or any other governmental authority, and within a reasonable time

replace any and all parts, equipment, appliances, instruments, or
accessories which may be worn out, lost, destroyed, or otherwise

1
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rendered unsatisfactory, or unavailable for use in or on the
aircraft, Lessee shall perform all major overhaul opn the
aircraft, whenever deemed necessary and as may be required by the
Federal Aviation Agency or any other governmental authority
during the term of this lease, and all inspection and maintenance
service.

(e) Indemnification. To be responsible and
liable to the Lessor for, and indemnify the Lessor against, any
and all damage to the aircraft which occurs in any manner from
any cause or causes during the term of

: this lease or until
redelivery of the aircraft to the Lessor.

(£y Insux . At its own expense, to keep the
aircraft insured against hazards, including, but not limited to,
hull damage and liability for personal injuries, death or
property damages, arising from or in any manner occasioned by the
acts or negligence of the Lessee or others in custody, operation
or use of aircraft, with losses under the hull damage policies
payable to the Lessor and with the Lessor named as additional
insured under all policies of insurance.

(g) Licensed pilotage. To permit the aircraft to

be operated only by currently certificated pilots.

(h) Qelivery upon termination. To return, upon
demand, at the expiration of the lease term, the aircraft to the

Lessor, at such place as may be designated by the Lessor, in the
same operating order, repair, and condition as when received,

excepting only for reasonable wear and tear, and damage by any
cause covered by insurance.

S. A&ssigoment of warranty. The Lessor hereby assigns
to the Lessee, for and during the lease term, any warranty of the

manufacturer, express or implied, issued on the aircraft and the
component parts, and hereby authorizes the Lessee to obtain any

customary service furnished by the manufacturer in connectica
therewith, at Lessee's expense,

6. BRisk of loss. All risks of loss or damage of the
aircraft leased, from whatever cause, hereby are assumed by the
Lessee during the entire lease term of the aircraft, and if the
ajrcraft be damaged, and be capable of being repaired, the Lessee

shall have the option of either repairing same or replacing same,
at the Lessee's cost.

7. ¢Cancellation. This Lease may be cancelled by

Lessee at any time upon thirty (30) days prior written notice to
Lessor.

8. No passage of title. This agreement is, and is
intended to be a lease, and the Lessee does not acquire hereby

2
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any right, title, or interest whatsoever, legal or equitable, in
the aircraft except its interest as the Lessee hereunder,

9. HMiscellaneous.

{a)} The Lessor warrants that, if Lessee performs
its obligations under this lease, the Lessee shall peaceably and
guietly hold, possess and use the aircraft during the entire
lease term, free of any interference or hindrance,

(b) The relationship between the Lessor and
Lessee shall always and only be that of Lessor and Lessee., The
Lessee shall never at any time during the term of this lease for
any purpcse whatsoever be or become the agent of the Lessor, and

the Lessor shall not be responsible for the acts or omissions of
the Lessee or its agents.

10. Separability. The invalidity of any portion of
A this lease shall not affect the remaining valid portions thereof.

11. Entire agreement. This lease constitutes the
entire agreement between the parties hereto, and any change or

K modification to this lease must be in writing and signed by the
T T parties hereto. : :

~ IN WITNESS WHEREOF, the parties hereto have duly
executed this lease on May 1, 1987.
. CBN CONTINENTAL BROADCASTING NEIWORK, INC.,
- Lessee
.
By:
7

AIRPLANES, INC., L

-
President
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AGREEMENT OF SETTLEMENT

THIS AGREEMENT entered into between Americans for Robertson,
Inc., CBN Continental, Inc. and its wholly cwned subsidiary,

Airplanes, Inc., hereinafter referred to as AFR, Centinental, and
Airplanes.

WHEREAS, Airplanes, Inc. was the cwner and cperator of a BAC
1-11 aircraft cperated under Federal Aviation Administration rule
F.A.R. Part 91, and

WHEREAS, AFR desired to lease an airplane Irom time to time
under FAA rule F.A.R. Part S1, and

WHEREAS, AFR did in fact lease the BAC 1-11 of 'Airplanes
repeatedly during parts of 1586, 1987 and 1988, and

WHEREAS, on each occasion cf use during this period of
approximately 18 months AFR paid Airplanes in advance of every
trip, calculated under the formula specified in F.A.R. Part 91.
The parties agreed that if actual expenses exceeded the amount
estimated in calculating the advance payment or if the advance
paynent exceeded the amount due that there would be adjusting

payments from one party to the other at the end of each calendar
month, and

WHEREAS, at the end of eighteen nmonths of usage of the BAC
1-11, when AFR was winding down its activities prior to going out

of business, the accounts of the parties for use of the aircrafc
was substantially in balance,and

WHEREAS, in 1988 an independent fuel broker who had been
supplying Airplanes with fuel for the BAC 1-11 presented a bill
to Airplanes for ($130,000) for a fuel surcharge for fuel used in
APR flights for the preceding eighteen mnonths. Without
conferring with AFR on this matter, Airplanes and its parent,
Continental, paid the invoice of ($130,000) in full, doubled the
price as permitted under F.A.R. Part 91, and presented a bill of
($260,000) to AFR for immediate payment, and

WHEREAS, AFR through its attorneys and its president has
vigorously protested this invoice, saying that it was outside the
scope of a pay as you go arrangement; would, if known, have
dramatically altered AFR’s usage of the BAC 1-11l: and in fact was
nothing more than a contrived attempt by Airplanes to charge the
entire operating cost of the BAC 1-11 for the period in questicn
to AFR. Airplanes .and Continental, through its attorneys and
officers, equally strongly insist t‘xat the fuel surcharge was
legitimate, was actually paid, and that reimbursement is

warranted under F.A.R. Part 91 and other federal regulations and
required by its agreement with AFR.

ANE -
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NOW THEREFORE, in an attempt to settle this dispute, the
parties agree as follows:

|
1. AFR has accumulated at substantial expense a mailing

list of some 1,800,000 individuals or families who are supportive|
of religious, moral, and family oriented causes, magazmc1
subscriptions, etc. The rental value of l1ists of this nature is
set by the current marketplace at £ifty dollars (S$S50) tc one
hundred dollars ($100) per =tnhousand names per use. At $50 per!|
thousand a one time rental cf the AFR list :s worth $90,000. At

$100 per thousand, a one time rental would bte wortn $180,000.

2. In full settlement of all claims ty Airplanes cor
Continental against it, AFR 2agrees to supply to Ccntinental a
magnetic tape cr tapes containing the AFR list cf 1,800,000
names, and further grants ¢to Continental, <c<¢r <Continental’s
desicnee, a non-exclusive license for a {lve-year :e.m beginning
with the date c¢f zhis agreement tTc mail three zailings to the
complete list at any time during the term of this license.

1

3. Airplanes and Continental, by this Agreement, agrees to
accept the above described license to wmail three mailings to
AFR’s list in complete settlement of all claims which they now

~hold against AFR.

4. Continental further agrees that at the end ocf the
lJicense period or upon three mailings to the list, whichever
occurs first, it will return to the 1list to AFR or AFR’s
designee. Continental also agrees that in the event its rights
under this lease are sublet to any third party, other than its
Farent or subsidiary companies, it will only furnish to such
taird parties labels of the mailing list not the magnetic tape.
Continental further warrants that it will protect the list, will
tike reasonable steps to prevent its unauthorized use, and will
Cooperate with AFR in any suit brought to prevent unauthori:zed
pissession or use of the list by any individual cr organization

tuat has received the list by any means from Continental or its
alifiliated companies.

S. Continental further agrees that it will supply
docuxzentation to AFR whenever the list is used, shoving the party

trat used the list, for what purpose and the date cr dates cf
ure.

6. The parties acknowledge that AFR is a campaign
cczmittee regulated by the Federal Election Commission. In the
event that the Federal Election Commission rules that =zthis
acreecent will result in excess compensation by AFR to Airplanes
ar.d Continental for use cof the BAC 1-11 and that AFR must reccver
any amount from Cocntinental, then the parties agree to be bound
by the Federal Electicon Commission ruling, and agree to modity
this agreement acccrdingly. Provided, however, that 1f{ another

2
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Federzl Agency chooses to dispute the rullng cf the Federal
Election Commission, then on the advice of ither of ctheir
counsel, the parties agree to seek a Declaratery Judqucnt on this
matter from a Federal District court.

Notices under this contract may be sent for AFR to:

Gordon Robertson !
VANDEVENTER, BLACK, MEREDITH & MARTIN
S00 wWorld Trade Center
Norfolk, Virginia 23510
and for Airplanes and Continental to:
James Reid, Vice President
CBN Continental
CBN Center
Virginia Beach, VA 23463

Disputes arising under this contract shall be decided
according to the laws of the State of Virginia.

I This writing embodies the entire agzeement of -the parties on -
- this matter.

/i
. Given under our hand thzs 9Zy of 52311_ 1989.
.. AMERICANS FOR ROBERTSON, INC.

h By | /f‘[

///@

CBN CONTINENTAL. INC.

1‘ ///24{{ //,&

AIRPLAN
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Contnentat Broaccasting Network, iInc. CBN Center Virgimia Beacn. virginia 23463 (804) 4247777

March 16, 1988

Marc Nuttle

Americans For Robertson
2133 Smith Ave,
Chesapeake, Va. 23320

Dear Mare,

It is the purpose of this letter to review the basis on which the BAC-11l
wvas operated in 1987.

The BAC-111 was to be scld to Richard Browm of Goldecor early in-1987. - The
terms under vhich AFR was to lease the plane were that all direct flight
expenses plus $25,000.00 per wonth for fixed coste would be paid to Goldeor.

The 1987 flight plan for AFR's use called for 40 hours per month or 480 hours

per year, which would have defrayed all operating costs each month until the
sale wvas finalized.

However, the sale vas not finalized in 1987 and AFR flew an average of 16 hours
per month for a total of 196 actual hours for 1987, This is 40.8% of planned

utilization which leaves Continental with a subetantial amount of 1987 expenses
not billed.

Therefore, 1 have prepared an invoice for $260,352.32 for the 1987 costs not
previously billed.

When the 1987 operating budget was prepared, the projected use of 40 hours
per month was the basis upon which a billing rate was established that would
cover all costs until the expected sale of the BAC-1l] was completed.

The total cost incurred dy AFR for the BAC-1lil is $40,000.00 less than would

have been paid to Goldcor which reflects the efficient manner in which the
plane has been maintained and operated.

CC: Col. Pattersom ¥ Sincerely,
C. Simpson ' )
P ZJ-.-(-.. . o

Kevin B. Steacy
Business Manager
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“Ets

Media Bi{llings

The Audit staff was unable to review the Committee's system
]

of billing media personnel for air transporation costs and

; related services because of the lack of adequate documentation.
‘ The Committee provided copies of paid invoices related to

billings of media personnel, a passenger flight log covering
trips billed in whole or in part to the Committee for flights
between 9/16/86 and 3/9/88, and some workpapers which contained
the calculation of the amount charged media personnel for flights
\
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between 2/9/88 and 2/29/88. The Audit staff could not locate
inveices apparently issued to media personnel for 32 flight legs
noted in the passenger log. -In addition, based on a review of
available Committee documentation, it appears that nedia

personnel were billed at a rate equal to first class airfare plus
50 percent.

Reccnmendation #2313

The Audit staff recommends that within 20 days of service of
this report, the Committee provide:

° the missing media invoices fcr the flight legs detailed
at Attachment $20.

° documentation which details all ameounts tilled to media
personnel and re:mbursements received; and
Fo ° documentation to demonstrate that its btilling policy

{i.e., 150% of first class) for media personnel conforms
to the regulations at 11 C.F.R. § 9034.6(b) and that
deductions from the amount of expenditures subject to

L the overall limit of 11 C.F.R. § 9035.1(a) for media
s reimbursements received do not exceed the actual cost
: of transportation and services provided in accordance
o~ with 11 C.F.R. §§ 9034.6(d) (1) and (2).

Additional recommendations may be made after review of the
- requested information.
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23.1 AFR has shown FEC its nmedia billings file. AFR is

still trying to locate the missing media invoices for the flight

legs detailed in Attachment No. 20 but to date has been unable to

do so. AFR believes that media may not have been billed for

these flights. Based on a review of media invoices compared with

the flight log, AFR has discovered instances where the media were
not billed for flight legs.

23.2 AFR has supplied <the Commission with its ©dedia

27
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- billings file. |

23.3 AFR's initial policy was to bill zedia personnel 100%

first class airfare. Attachment 23.3 to this

response is a bill
for wmedia travel showving the first class tilling policy. This
rate is apparently less than the rate allowed by requlations. At
some point in tine, AFR changed its tilling policy when AFR began
to provide ground transportaticn and hotel accommodations for

nmedia personnel, essentially acting as a travel agent. AFR s
attempting 2 contact cast employees T determine exactly when

~ the billing ©policy <changed and exactly what services wvere

provided to media in the way of arranging for hotel reservations
e = ... . .. and providing ground <transportation to campaign stors.
N peint, AFR

‘At this
believes that the services provided in obtaining

_ convenient hotel accommodations, ground transportaticn for all

o campaign stops, and air travel cost more than the amount billed

- to the media. AFR has provided to the Commission a detailed

listing of all invoices from CBN Ccntinental showing comparable
=Ty

first class airfare, number of passengers on the £flight, and

total billed by CBN Continental. This listing shows either that

most media bills were below First Class airfare, that the bills
were within ten percent of First Class airfare, or that the total
cost for all legs of the flight trip exceeded the amount billed

: to the media. For example, the September 18, 1987 bill to NBC
i

News shows the following:

a) flight from Norfolk to Manchester -~ charge

28
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$176.00 - acrual First Class S$293.

b) flight from New Hampshire to Pellston, MI.-

charge $384 - Actual First Class - $638.

c) Pellston to Orlande charge - $591 - Actual
First Class $561 (within ten tercent).
The first class airfares come ZIrom the 3N Continental

printout which has Eteen provided Tz the Ccmmissicn. While the

above flight occurred when AFR was cilling under a First Class

airfare policy, flights in February 1388 snhows the same pattern.

Gary Wills of Time, Inc. <ent cn an extended trip and was billed

$1,142 on February 2, .988. The ctassenger flicht lcg shows he

tock the following trips:

B '1/28/88  Miami to Brunswick, GaA.,

‘First
~ Class $521
. 1/29/88 Brunswick to Asheville, First
: Class $441
™ 1/29/88  Asheville to Kinsten, N.C., First
ﬁ Class $206
- 1/29/88 Kinston, N.C., to Norfolk, rFirst
Class 5167
1/30/88 Norfolk to Grand Rapids, First

3 Class §452

1/30/88 Grand Rapids to Newpcrt lNews, First

Class $452

1/30/88 Newport News to Washington, D.C.,

First Class $159

29
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The total cost of these flight legs far exceeds the anount

billed. This was not an isolated event. On February S5, 1988,

AFR billed the Richmond News Leader ¢$288 for <lights taken by

Andy Petkofsky. Mr. Petkofsky went from Omaha to Sioux City

($218) and from Sioux City to Des Moines ($255), according to the
flight log.

For some peculiar reason, the +Washington Post was

cverbilled. Tom Reid traveled frcm Manchester =2 Greer, South

Carclina (First Class $432, charged $3%98 in :/1/88 invoice);

Greer, S.C., to Orlando (First Class $S236, charged $312); Orlando

©o Miami (First Class 5236, charged $258). While <the amount

~charged ($968) exceeded First Class ($904), the amount was still

within FEC regqulations.

The above examples are samples taken frem the media billing.

tile. AFR did not receive a copy of the flight log until

Saturday, June 23, 1990 and did not have time tc perform a

complete review of all media billings. However, :hese samples

show that regardless of AFR policy, AFR mnmedia transportaticn

billings were at or below First Class airfare in the fall of 1987

and in February and March of 1988.



CANS FOR ROBERTSON, INC. Attachment #12

AMERICANS ! Es
" FINAL AUDIT REFORT Page )1 of 76

. &cn vy

PURCHASE AGREEMENT

THIS PURCHASE AGREEMENT is made and entered into as of

the g? ?ﬁ day of January. 1987, by and among AMERICANS FOR
ROBERTSON,

3\ W

INC., a District of Columbia corporation ("Buyer®),
and G.B. COMPUTER SERVICES, INC., a
(“Seller").

Virginia corporation

WITNESSES:

WHEREAS, Seller is the owner of an I3M System 38 com-

puter and related equipment and the leasehold interest in certain

premises at 2133 Smith Avenue in Chg;apeake, Virginia; and
WHEREAS, Buyer desires to purchase 1511 of Seller's
right, title and interest in and to Seller's computer and mailins
‘”éduipméﬂt”édd the leased premises, together with certain related
contracts and agreements, and certain lists of contributozs, sup-
porters and other entities, and certain other equipment, fr2e and
clear of any of Seller's liabilities or obligatioai not expressly .
assumed herein, as wmore fully descridbed hereinafter.
NOW, THEREFORE, in considegation of the mutual promises
herein contained and éthet good and valuable considcration,‘the

receipt and sufficiency of which-is hercby acknowledged, the par-

ties agree as follows:

. 1. Definitiors. As used herein, the following terms
shall ha:c the meaning descridbed below:
Y ;

AR D /The term "Agreement® shall mean this Purchase

+

Aqreenontt botw-iu‘fa the parties hereto dated January gz v 1987

1
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b. The term "Assets" shall mean collectively the

Computer System, Mailing Egquipment, Lists, Seller's Jleasehold"

interest in the Premises, th

=

I8}

o

Agreements and the Other Equip-
ment, each as hereinafter defined;

c. The term "Closing®™ shall mean the purchase by

Buyer and sale by Seller of Seller's computer system, mailing

equipment, leasehold estate, and related contract rig

rights, as more

specifically descrited in paragraph 2 herescf. The Closing shall

take place at the offices of counsel f£or Buyer, Clark & Stant,

. . P.C., 900 sSovran Bank Building, One. Columbus Center, Virginia

Beach, Virginia 23462, on the Closing Date;

o o d. The term "Closing Date® shall mean the date on

which the Closing shall take place, which date shall be;E;“aﬁaJ;Z Y

/
at _2.30¢, .m., or at such other date and time as the parties
hereto may mutually agree;

e. The term “"Computer System® shall mean the I3M

System 38 computer and all related equipment, modifications,

" additions and accessories thereto owned by Seller;

f. The term "Mailing Equipment® shall mean the

equipment used for sorting, folding, inserting, affixing postage

and other related mail handling equipment and apparatus cwned by
the Seller,

g. The term "IBM Agreements® shall mean the com-

R . posite IBM Maintenance Agreement and Agreement for IBM Licensed

Programs dated October 25, 1985 (Agreement No. G3A0769) between
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Seller and International Business Machines Corporation;

h. The term “"lLeasehold Estate” shall mean Seller's

right, title and interest in and to the Premises pursuant to the

Lease, as hereinafter defined:

i. The term "Lists" shall mean any mailing lists,

lists of contributors, supporters or other persons or lists of

any other persons or entitlies used for mailing, fund raising, or

any'other purposes owned by the Seller.

j. The term "Cther Eguipment® shall mean the item

of equipment more particularly  described on Exhibit A attached

hereto and macde a part hereof.

ke The term "Premises®" shall mean the leased pre-

- mises located at 2133 Smith'Avenue,'Chesapeakeyfvtrqinia'23320.V"

2. Purchase and Sale.

Subject to the representations,

warranties and agreements of Seller and the terms and conditions

herein stated, Seller shall sell, assign, transfer and convey to
Buyer on the Closing Date all the Assets, free and clear of all
liens, encumbrances, clodds, claims, charges, equities and per-

fections of any'nature (except liens and encumbrarces expresssly
assumed by Buyer as provided herein), as follows:

a. The Computer System and Mailing Equipment,

together with all modifications, additions and accessories there-
to:

R. The lease for the Premises, a copy of which is

attached hereto as Exhibit B, and made a part hereof ("Lease®):

-
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c. all of Seller's right, title and interest in

and to its equipment leases, the Other Equipment, equipment

warranties, licenses (including, without limitation, the Lists

and the IBM Agreements), listed on Exhibit €, attached hereto and

made a part hereof,

-

3. Purchase Price.

a. The aggregate purchase price for the Assets

. ¥ v
{the "Purchase Price®) shall be 233 S0 — . The

Purchase Price shall te paid in cash

.. . .
¢ Closing by either (i)

certified check or, (ii) at Buyer's election, by Buyer's assump-

tion of Seller's obligations under the Lease, the I3M Agreenents

and the indebtedness to Sovran Bank, N.A. as of the Closing Date

,. more par-
ticularly described in Sovran Bank, N.A.'s commitment letter to

Seller dated October 3, 1985 ("Sovran Locan"), and the release by

Sovran Bank, N.A. of Seller from all obligations under the Sovran

Loan. Copies of said commitment letter and the lcan documents

pursuant thereto are attached hereto as Exhibit D and made a part
hereof.

Seller will pay all sales, transfer, and documentary

taxes, if any, payable in connecticn with the sales, transfers,

and deliveries to be made to Buyer hereunder.

4. Representations and Warranties of Seller. Seller

and covenants

and enters into the following agreements, each of which are true




fOR ‘ROBERTSON, INC

‘ ‘ Attachment 412
FINAL AUDIT REPORT

Page 5 of 76

as of the date herecof and will be as true as of the Closing, and

all of which shall survive the Closing, and any investigation
g

made at any time by Buyer, and each ¢f which is acknowledged by |

Seller to be material to and relied upon by Buyer: l

a. Seller is a corporation duly organized and

validly existing under the laws of the Ccmmonwealth of Virginia

and in good standing under the laws ¢f the Commonwealth of

Virginia, and all other states in which {t transacts business and

is required to register, with the power and autheority {corporate

(¥

or other) to own its properties and carry on its business as it

is now being conducted, and to enter into and carry out the terms

of this Agreement;

B . S b.. The execution and delivery of this Agreement
(1 and the sale contemplated hereby have been duly authorized by
Seller's Board of Directors, and prior to Closing Seller will

deliver to Buyer certified copies of the minutes of the meetings

of its Board of Directors at which such authority was granted;

¢. There has not been any damage, destruction or

loss, whether or not covered by insurance, materially and adver-

sely affecting the Assets;

d. After Closing, Buyer will be entitled to occupy
and use the Premises to the same extent as Seller presently occu-

pies and uses the Premises;

. €. Seller has good and marketable title to the

Assets, subject to no mortgage, pledge, lien, conditional sales
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agreement, encumbrance, security interest, charge, or claim

{other than Seller's obligations under the Sovran Loan, the Lease

and the IBM Agreements, to be assumed by Buyer hereunder), and

Buyer will obtain good and marketable title thersto when they are

assigned and conveyed to i%t pursuant to this Agreement, free and

clear c¢f any mortgaces, cledgces, liens, <conditicnal sales

contracts, encumbrances, security interest,

cr charges and clains

{other than the Sovran Lcan). The Sovran Loan, the Lease and the

I8M Agreements are assumable and/or assignabdle, respectively, as

provided herein, and no consent of the other parties thereto is

s
required, except as indicated cn Exhibits A, 5, C and D. All

er, or will be
obtained at least one day prior to Closing or such other date as
mutually agreed upon by the parties;

£. There is no litigation or proceeding pending

against or relating %o Seller or the Assets, nor dces Seller know

or have reasonable grounds to know of any basis £for any

threatened action, or of any governmental investigaticn relative

to Seller or the Assets;

g. Seller is not in default under the Sovran Loan,

the Lease or the I3M Agreements and Seller will make a good faith

ffort to obtain any requisite consent to the transfer of the IBM

Agreexzents;

h. Neither the execution and delivery of this

Agreement nor the consummation of the transactions contemplated

" Attachment #12
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hereby will violate any provision of the charter or Bylaws of

Seller, or any mortgage, agreement, order, judgment, decree or

contract to which Seller is a party or by which it is bound;

i. Seller will execute any and all additional

documents of transfer cr assignment td specific a2sseis ts be con-

veyed hereunder upon the regues:t cof Buyer at any time either at

or after the Closing:
j. No informaticn necessary o rake any of the

representations and warranties herein contained not misleading

has been withheld from, or has not- Deen disclcsed to, Buyer.,

5. Renresentations and Warranties cf Buyver.

a, Buyer is a corporation duly organized, validly

existing and in good standing under the laws of the District of

Colunbia, is gqualified to do business in the Commonwealth of

Virginia and has full power and authority to carry on its busi-

ness, enter into this Agreement, and to consummate the transac-

tions contenplated herein.

b. Prior to the Closing Date, the Board of Direc-

tors of Buyer and any other entity whose consent is required will

have @uly authorized or ratified the execution and delivery of

this Agreement, the purchase and sale of the Assets and consum-

mation of the transactions contemplated herein.

"€, Neither the execution and delivery of this

transactions contemplated
heredby will violate any provision of the charter or bylaws, as

nttaement #1 2
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applicable, of Buyer or any rortgage, agreement oOr contract to
which Buyer is a party or by which it is bound.

6. Conditicns to Closinc. All obligations of Buyer

under this Agreement are subject to the fulfillment prior to or

at Closing of each of the follewing condizions:

a. 7The representations and warranties of Seller

contained In this Agreement shall be true az the tize of Clesing

as ‘though such representations and warranties were made at such

5 £s
...... at ellect;

b. Seller shall have perfcrmed and complied with
™ - all agreements and conditicns required by ¢his Agreement to be
. performed cor conplied with by it prior to or at the Clesing;

~;;" T . €. Seller shall have delivered to Buyer an opinion
-~ of its counsel, dated the Closing Date,

acceptable to Buyer,

regarding corporate status of Seller, and its ability to enter

into and perform the transactions contemplated herein;

d. Seller shall execute and deliver Bill(s) of

Sale, and Assignment(s) in form and substance satisfactory to
bl

Buyer, conveying the Assets to Buyer;

e. The Lease and IBM Agreements will be valid,

subsisting and enforceable according to their terms, Seller
shall have timely and fully performed and satisfied all of its
obligations and liabilities (contingent or otherwise) under the
.Lease and the_ IBM Agreements and shall have paid all rent,

security deposits, license fees and maintenance fees due before
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Closing Date. Selle. shall obtain and furnish Buyer at Closing

with a written estoppel certificate in form and content reasc~

nably satisfactory to Buyer's counsel, dated as of the Closing

Date from the lessor of the Premises;

f. All required consents for Buyer's assumption of

the outstanding indebtedness under the Sovran Lsan and the

Seller's assignment of the Lease and I3M Agreements shall have

been obtained.

T rademnitvy by Seller

. Seller agrees to indemnify
Buyer (including its directors, officers and shareholders) and
hold it harmless from all damages, losses and expenses incurred

by Buyer including reasonable attorneys' fees actually incurred

" and based upon or- arising out ofs: - -

a. any obligations, debts or liabilities of Seller

not explicitly assumed by Buyer hereunder;

b. Any breach or warranty or inaccurate or erro-

neous representation of Seller contained in this Agreement, in
any exhibits attached hereto or in any instrument of transfer or

other document delivered pursuant hereto.

8. Agreements of Buver.

Buyer agrees to assume at the
Closing by such appropriate agreements and instruments as may

reasonably be requested by counsel for Seller and then or

thereafter pay or otherwise satisfy and discharge, and hold

officers and Shareholder, harmless with

respect to, the following, to the extent that any such obliga-

-
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tions or liabilities accrue on or after the Closing:

a. All obligations of Seller arising out of

the Lease and the IBM Agreements from and after the Closing; and

b. The ocutstanding indebtedness cf Seller under

. . R |
the Sovran Loan, in the event that Purchase Price is not paid by

certified check at Closing.

9. Adjustments as of =he Closing. "The

to prorate as cf the Closin

(18]

and reimburse each cother as

apprepriate within thirty (30) days £ollowing the Closing with

™~ respect to the following items:

- .

—

a. Rent payable under the Lease and monthly fees

-3 and charges under the I3M Agreements;

b. Interest payable under the Sovran Loan;

o €. All ad valorem taxes on the Assets, if any,
- shall be adjusted on the basis of the fiscal year for which
assessed. If the Closing shall occur before the tax rate is

fixed, the apportionment of taxes shall be upon the basis of the
tax rate for the immediately preceding year applied to the latest

assessed valuation, and adjusted between the parties upon receipt
L4
of tax bills.

10. Seller's Conditions to Closing. The obligations of

Seller to consummate the transactions hereby contemplated shall

be subject to the fulfillment on or prior to the Closing Date of
. the following gonditions:

a. Buyer's representations and warranties con-

«10~
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tained in this Agreemen: shall be true at the time of Closing as

though such representations and warranties were made at suych
time:

b. Buyer shall have performed and complied with

all agreements and conditions required by this Agreement to be

performed or complied with by it prior to cr at the Closing,

including without limitation the assumption of the indebtedness

under the Sovran Loan:

c¢. Buyer shall have delivered to Seller an opinion

of {ts counsel, dated the Closing Date, acceptadble to Seller,
. regarding the corporate status of Buyer and its ability to enter
into and perform the transactions contemplated herein;

MY

No action or proceeding before a court or any
other governmental agency or body shall have been instituted or

threatened to restrain or prohibit the purchase of the Assets

contemplated hereby.

e. Seller shall have received either (i) the duly

cancelled note evidencing the Sovran Loan, together with duly

executed releases of the liens and security interests securing

the same, if the Purchase Price is paid by certified check, or

(i) a release, duly executed by Sovran Bank, N.A., releasing

Seller from all liability and cobligations under the Sovran Loan

if the Purchase Price is paid as set forth in paragraph 3(a)(ii)
+ hereof.

-

11. Indemnitv bv Buver,

Buyer agrees to indemnify

-11-
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Seller and hold it harmless from all damages, losses and expenses

incurred by it including reasonable attorney's fees actually .
- |
incurred, and based upon or arising out of:

a. any obligations, debts or liabilities of Seller

expressly assumed by Buyer hereunder;

b. any breach of warranty cor inaccurate or erro-

neous representation of Buyer ccntained in this Agreement or in

any instrument of transfer or cther document deslivered pursuant

hereto.

12. Right ¢t Insgection. Buyer

thall at all times

during reasonable business hours have the right to enter upon the

. Premises £or the purpose of making such inspections of the
R  Assets, and the Premises.

™ 13. Notices. All notices which may be required or
- given hereunder shall be in writing addressed o the respective
B addresses of the parties hereto as shown below, posted in the
: 0.S. mail by certified or registered mail, or hand delivered.
;ﬁ Such notices shall be deemed given when received by the address
;; thereof,

As to Seller: G. B. Computer Services, Inc.

P.0O. Box 2442
Chesapeake, Virginia 23320

As to Buyer: Americans for Robertson, Inc.

P.0. Box 1988
Chesapeake, Virginia 23320

With a copy to: Thonas R. Frantz, Esquire

‘ Clark & Stant, P.C.
S00 Sovran Bank Building o
) ) One Columbus Center

Virginia Beach, Virginia 23462



ay

VY

5

“AMERICANS FOR ROBERTSON, INC. | ' 1
“PINAL AUDIT REPORT Page 13 of 76

Lt

Attachment #12

14. Binding Fffect. All the terms of this Agreement

shall be binding upon and inure to the benefit of, and be enfor-

ceable by, the respective legal representatives of and th

neé sugs-=

cessors and assigns of Seller and Buyer.

1S. Prior Agreements, This Agreement supersedes all.

rior arrangements, understandinzgs, letters of iatent, conver-
-

sations and negotiations between the parties hereto with respect
to Ehe subject matter of this Agreement and shall, together with
any cother agreement executed Detween the parties contemporan-
eously herewith, constitute the entire agreement between the par-

ties with respect to "the matters mentioned herein.

16. Governing Law. This Agreement shall be inter-

preted, construed and enforced in accordance with the laws of the
Commonwealth of Virginia,

17. WwWaiver of Default,

Any waiver by either party

hereto of a breach of any provision or covenant in this Agreement
shall not operate as or be construed as a waiver of any sub-

sequent breach or of any rights the said party may otherwise

have.

18, Amendment. Neither this Agreement nor any term or

provision herecf may be changed, waived, discharged, or ter-

minated orally, or in any manner other than by an instrument in

writing signed by the party against which the enforcement of the

: change, waiver, discharge or termination is sought.

19. Beadings.

-

The headings used in this Agreement are

-l13-
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used for convenienct unly and do not constitute substantive

matter to be considered in construing the terms of this

o
Agreement.

20. Survivorshio. The

representations, warranties,

terms, conditions and provisions of this Agreement shall survive
the Closing and the execution and delivery of any document
required or permitted hereunder. ‘

IN WITNESS WHEREQF, the undersigcned have caused this

Agreement to be culy executed and delivered Ly them on their

behalf as of the day and year hereinabove first set forth,

—

SELLER: G.B. CCMPUTER SERVICES

14

S ¢ <

BUYER: AMERICANS FOR ROBERTSON, INC.

Byxt&v:u/# LU‘AA&..-/

-14-
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COMMONWEALTH OF VIRGINIA
CITY OF _&,“?‘“_A‘___. to-wit:

The foregoing Purchase
me by 7 as

Services, C. this " /erday of

resment was acknowledged before
Of G. B. Cmputet .
987. .‘,‘.‘ '-~.i‘.k..’

’ e
. Sy w \'\‘-“ 1// )
K3 —— A : ‘-
NStary Public L. .

My Commission Expires: 76 /9

COMMONWEALTH OF VIRGINIA

CITY OF Gl ndoedc .+ to-wit:
4

The foregoing Purchase Acreemen: was acknowledged before
ne by Smer (O leden as e pcaicn el of American for
Robertson, Inc., this @22c¢ Cay ot M__. 1987.

- — ::>€Tf£l;‘,égz. Eél _
Notary Publiic
- My Cemmission Expires: /o247
{,....‘ . - - R . . L
o
o mbh
- 36061/001
' pa.afr.c
. -15-
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Computer tables

Computer file cabinets

Desks

Credenzas

Miscellaneous chitirs

Tables

Storage cabinets

Bunn packing tying machine

6-tray inserter and Pitney Bowes postage meter
Standard register burster

OLM folder

Pitney Bowes spring scale

Pitney Bowes manual postage meter

Pitney Bowes electronic scale

Power postage meter with power stacker (PB)
Assorted tables, chairs, cabinets

Hand truck _
Pallet truck

Letter openers (1 for parts only)

Shredder

97;?46/ H;crowave ) ‘ : ebu)"~

o
PR
=]

[l 7V ]

Vacuum cleaner o

Table and 4 chairs
Pitney Bowes copfer (D500)
Miscellanepus file cabinets

Q? fir,/’n1scelloneous bookcase {misc.)

Telephone system (TCI):
Switchboard
4 Speaker phones
16 Desk sets

‘Attachment #12
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S0 Thurston Avenue s Sunte 201 » Vegrua Beach, VA 2B »
{532) 42 3833 o Peronsum (S04 E774T o . [

T ‘f Inerranonal Buamess Camer -wam-wmse n&uﬂiﬁow h&f%‘wm;‘mw-
e { ~

8&;5 3]‘“‘Tm‘ﬂ .‘m)‘iiaqw st nes

Sep‘:be’ 12, 1585 R

e -

Mr. Gesrge Berder

“he Freesem Comzil -
§25 Greemorier Cirtle o -
Suite 101 T
Chesapeake, VA 2332

3

Re: Cresmbrier Induge—izl Park:
. 2133 Suith Avene
™ Chesapzake, Virginia
ADD2XTM TO LEASE Imted
Aarost 30, 1988

Deas M-, Border:

Thic lester will sesve &S mt&é@s@-— mthehl.se dated Auguse 30 i98s,
N between LOUIS C. GODZARR, T/A VIRSY REALTY COMPANY (Lessor) and G. B.-

g SRVIE, DT, (Lessee), :J.x. ifying the ic.lw:a: eondisions asreed - by all ’
- perties involved.

© 31.0 PAFJ:.\!G Lusezumbefm.swﬁ..ea(lﬂmmfwm )
in, uwriuse.némaﬁznmlwne)w&ingmnmm

i the b.....::.:::'s-.::.hpa-nngspa.es \mbemaaudtommseeh.. ‘
Gesignazes, "‘““”

o 32.0 JANTTESAL. Lessee is rzspc::sib‘u fer a1 3ani:c:-ix.1 fer the referenced
suite. - -

3.0 ?'\ 2 TS, Conditiemed upen ‘the Lessee being in £:21 and coemlete '

cu:- eznmeyer:mccfmofmtmcé:wﬁmefﬁ.sm
_Lessee is hereby granted the right to two (2) comseanive ene (1) yesr optioms

<0 renew the lease ns follons: To exercise the £ivst year optitn which commences

. ce=ber 1, 1888, subjest to lessee providing certified writien notize to lessor

m:xe'y (50) dzys r.o° 0 August 31, 1988 the second option year shall coomence

o e::e' 1, 1529, sudbject to Lessee providing ceriified writien notice to

lesscr 'm'y (s0) davs prioT to August 31, 1983, Duing each of the ce year
reneval pe°m...s. 811 ter=s and conditiens of the Lease dated Aupust 30, 1985

od r..b;m to the terms siated :.n ?mrzph 34.0 lRB»"‘ ADJUSDENT] .

mmﬂwhnwmhdm—ﬂw'uﬁu&wm

- - i
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TANTE OF PrDVICES, Sy

— au:lmea N KRG On Ine.at :.z:.ned ,Ex...bu.'.‘&'.}“ an CASExdsvinp-emndiTion

see_apTees 10 ASCERT_the Jeased premises as o
M

=== except Lesscr will st Lessor's cost.periort the LpTovenents noted i the
—- atmched Exhibit A" et ———

—— LTTm—— T

35.0 EARLY m\?‘&\_,. lessor agTees to provide G. B. Computer Service, Ine.
with Tent sree ozosancy &% 2013 Smith Avenue, Chesapeake, \;'-g.:...x f"m

Septeber 1, 1585 until Decemder 31, 1985, cenditicned upx the terms and
conditions cf this lease dated A..;g-..s' o, 1885 taking ALY ef

v - :-—;, exe Ep.,mg
Paragraph 4 [RENT}. 7 -
Uoon vooo Teview you are request ec 1o sexure the x,.,.,,..x e corperate
sigmawere(s) o this addend= Jetter and lease, f1ling n the p party(ies)
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Vincent A. Campana, Broker

ALCAM Reslty Cormpan

651 Thimbie Shoals Boulevard, Suite 200
Newpore News, Virginia 23606

Re: Greenbrier Inadus:irial Pack |
2133 Smith Avenue - -
Chesapeake, Virginia, Seczond : . R L
Mdendum to Lease Dated August 30, 1985

Dear M-, Cmpana- e e

‘

This letter will serve as a second addendunm to the Ieiu “"-'}_. B
dated August 30, 1985, between louis C. Goodferd, t/as Vizby i3 s
Realty Company (..essor) and G. B. Computer Service, Inc. (Xcmc).

clarifying the following conditions agreed to by all pu:tiu ey T
involved. e e e

~ 3 . .I :__-&":‘»bp."'“ 3 %‘—{:t -
40.0 OPTION. Lessor heredby grants to Lessee mtption £c: - "‘"'3' i

" i -
pe-zod of fsur months from the execution of the aforementiocned °,° .0

-8 -

lease on the spzce outlined in red in Exhibit B, attached hereto, 3.

3.
to be rented upcn the same terms and cundatwns 48 the other space . .
rented in the u‘a'e'nennomd lun. .. R ik LA i

N »""""."*—‘“ -:.,.- - ‘_ A_)‘v—._._.._

“LODISE C. -GOODFARS, I‘/A V:.xby Realty
. Company .. "S-y - SO

-

o"":

[

By: ™ 1
am Goodiarb, attorney-in-facet
For Louis C. Goodfacd

Vikcent A. Cacmpana, Broker
ALCAM Real:y Coxrpany’

xommt&t{ .

G. B. COMPUTER SERVICE, INC. -

SN LR 3
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== Nzt numy mpuv -f::,;; R
N WY §X Thurstor Avcnr & Suie 203 a\:rm&x,}"\l
P i} (B)ﬂMQF(m(mnmk' o ‘R
!ntmhmﬂ Business Canier o Thnbk‘Sbod

Geo*ge Borden. e
. The Freedom Caumcil .
“- - 815 Greenbrier Cn-;le
© Suite 10177 Tt sl
Chesapeake, VA 2331207

S eaml il o Rer Creensrier Iim;r'xal}’ark
A Lol R LRI _ 2133 Smith Avenue; 10,000 Scuare Feet
o e S . . i . C-xcsapeake.,\'irgm Do L. .

& SRR S
: Anzust 30. 1985

. betwem ums;z. mm“‘rmvm REALTY: mm -z{Lessor) “and G- B. _mm

o SEVICE, Bs..,,a.essg-) clar.fymg Xhe fo lw.m; mﬁinm‘agreed:to by all ;- :

- AR parnes mvnlved?_"' RIS \»_;._._i_—‘-« i IR R A _‘v:-"%.‘*::".’fj;:'-**;u--.-;-

- "?-_‘f . ';._’ e ‘ ‘f’*ﬂ'mgl(? @? J _" ,"‘3(‘%"‘&“’-4:.‘._?.@'{ vZ "' :‘,""‘ ‘4‘3 hed "'. R

- 17.0.. FARKD\G. - Lessee wzubemm twelve (120, parking spa:.es in ‘ﬂu L

7 Ry ﬁbut:m, parEmg:lot&* Fuse -&:rmg'th; Tera! o‘*:heduse*mch;parhng e
~ s ‘-: LI ':..1 e a.loami%.o-‘..hé A esses tbut Thdt: ‘E.-.'s"ig: = s‘&\k. A

SRR T e YRRt TR A 20 ST AR L O ?:'?,‘k

‘5‘.';’ T ‘.5475;- e R TSRO IS T4 Gt e R .
.1&15".13“.5 ;ﬂggo:mwgganp %e: by ea:h@zr‘yto
. -begiven ny '-e,,.S'e:‘aa'ar Scertifisd mii) ’-wxdz"renxn erptrequested “and the -
o P *«‘-'-'-nate 0f delivery of Suchnbrice :shal)" be the:date. af-isuch oticels mxe*mlye.;—-_:’i ;"'~".:$'

~ i adzissible evid=ce thtmc‘i:..‘&ushm,gwmmbal;.;@_e  SehET S - PostalService - T 4.,
} i T3 rewurn receip:: excepring ‘however,” that in“thé-event ac:eptmce.c! -t.‘aemu:e L
=il .s‘reﬂ.sed. hen” "z such evens,“the piving:of ‘notice ishallibe-the date of ‘U1 eyl -
"a"te..—,,.ed delivery] 43 "ehat Tetm “of 'the: nstme‘.:o*be.sewe&\'byfthe"u's'rostzl‘i Sray G
~Service shall be canclusive evidence that'notice has beed 'fiven, “provided ‘Sender /.. "
l ) -_ . shall re-czil the notice by ordinary mail¢or.-hand deli\rer said nonce. : Notice o

- . upen lessee sh2ll be addressed and delivered as follows:i:Office of- -General -

Camse.. The Freedm Ccumx., 825 Greenbrier Cirtle, Su:.te 401, C'xesapeakz

¢T2 ania 23320. L. . i »-¢n6‘, ek .
: DonAlRR -

e l

19.0 KT ADJUSTMENT. The menthly base rent for ead\ twelve (12) month period
S‘a./se..lueﬁ. 10 the 1:7st complete twelve (12) month period ocourring during the
term of this Lease or any renewal thereof shall be cozputed by multiplying the .
. base rent, as set forth in Paragraph Four, by one-half .of the fraction whose
- _ " _mmerator shall be the Cansme ‘Price Index. (U S.-_&ty ._Agvenge - (1967 = 100)

. - Ly vty
5e # . a- ‘*',Q;’* r_r_‘_ .m}?# 5 g
;‘-‘ e LY ‘.l ..Jl ’_‘\;.- i mate "%v
R L .,‘ NS I ... . ‘.*".‘. L b _’
. - - g
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SITTII LD Lf2%e [@Uer eumaes 1T tuT . :,_';, R 10 Il I i AR
A ".‘M“'-.'.‘.‘ "'v:-:‘.\-'l;}%".;:‘é!a‘im%é;.v ;?é;—' . Ky : ? '.:' > ;:;M'J"".,;'.‘" ot kg D Smsey, .
.:,;‘;-,:&J}’-'i.‘f,.?:"‘ﬁ’y?,.;; ﬁ—\;""‘.‘_‘.‘v‘. B *‘R“‘é%—f‘é}’ Py wgm'am, At o L :
st . I St S -~ L= :'_:': r?..!.&...-—.\ - b :t.—:ﬁ"?"\"l. ':ffﬁi“"”‘- e ..;':;{’;:‘fg:_‘:‘_}
TR - e tems, ‘Bureau of labor Statistizs oi.x.nel‘-x..ted Sr.atcs Dep.rment ok h’oo:}"-r*
T for the thrrd month prior to the respective anniversary date*snd vhose' demu-.x..au'fé -
. -1, shall be said Consumer Price index Revised- Consumet Price index for Urban wage:.." RN &
- Zamers and {lerical Workers < (OP1-W) (Al) Itcns) for the mnth cf the - w5 }7‘?:;
comencement date of this Lease, provided that in no event.shall such base rent ~=..., o
be less than an increase of 21 or more t.han an m;rease of S%. nor less ﬂun..f " Tie .
. the rental for t.ne previous year. R R PRI E5
- The Lessor shall notify the Lessee of the admsted mr«-n y base rmf .m_u o
"7 writing, prior to the respective anniversary date if ‘such rent adjustment occurs: .
: The L essee agrees to pay the adjusted monthly base rent, -together with any - .-
s applicable taxes as set fcrth in Paragraph 7, on the first day of.each and every
menth for the following twelve {12) month ,-.10‘ or fer those menths rera;rmg in
said pericd a:'er netification by lessor, however, the lesses shall not be .. .
l.a‘*xc for vent 3..3'453’2."1»5 ot any peortien ¢t ay twelve (1:) mnth ‘period "' ’
- prior to notificzatian by Lesscr. . - S
w2 - 20.0 RENEWAL OPTIONS. Conditicned upon the Lessee being in full and’ cu;lete-.
_ o corpliance in the periormance of a.l cf the terms and conditions of this agreenent,
=~ - Lessee is hereby granted the ng‘xt of two (2) consecutive one (1) year options o
— KT rensw the lease as fellows: To exercise the £irst year option which cosmences®".
s« i. ' Seprember 1, 1988, subject to Lessee providing certified written notice to Lessar
< N ninety (50) davs prior to August 31, 1988; the second option year shall commence
;. ¢ on Septexber 1, 1989, subject to Lessee providing certified written notice to0 -
™ L. - Lessor ninety (90) days prior to August 31, 1689, During each of the mv&r .
+’* ° periods, all tems and conditicns of the Lease dated August 30, 1985 and i s
e ’.x': ~subject to t.he terss suted in Paragraph 1s. 0 IR:\T Wbmn.r T
B-ligs R D RO i e
” Vo 71,0 ACCEPTANTE OF PRIMISES. Lessee agrees to accept the leased premisesias.i s
. ~~.;,;.-“ -outlined 1n Red on the attached Exhidbit "A", in an "As Existing” conditien \m.h”w
™ . N, m\'\-.:“f-' -y..... P .. - -
.?':5‘: . -no mm by Lessor‘ ""‘:‘ -'4- -':.z-"‘."&""f'? ;\.:.":w."w’:: .lfﬂ:ﬂ‘f’;‘:a '?'
Rty 22,0 TARLY OCCRANCDY.  Lessor agrees to ‘provide G.:B.-meter TCehvice, LIne e L
o 3L ¥ iyith rent frvee ocapancy at 2133 Smith Avenuey Oesapeabce '—\'im"frg-}zp'_t.@';:t’;ﬁi
T _};\_‘-_-:i 1, 1985 wntil Ccicber 31, 1985, cmdnzmed.m the}em and- candanmsmf%_. ‘ e
. AN “this lease dated August 30, 1985 taking - full'effect]>excentings gzph.,,, _? e
S5 Itis further conditioned upon Lessee-placing :allmlaua..m g ssee)s; ST —-‘.-,

-and/or agreeing to the pro-rata share o‘ z:x;: uﬂz‘lity b1113u~gs ‘recezvac “by The -’3‘: -

. Lessor fcr tbe Teat. ‘ree penod S a UITENGS I T lexy °--‘- «-'”*r -

s S DTSR K LR E S “"-:,

Ny '\‘b'&‘: "
Upen your 'n':ew you are requested to secure the appmpm e-torporate ~‘.; -?‘» S
szgxa've(s) on this addmdm letzer and lease, Tilling in the party(ies)’ -
signing the Lease and their title(s), the date signed, and the location “Exem’ed
Az on page four (4) of ea.h Lease. Please return the original and three copies
of the Lease Agreement and three c*p:es cf the Exhibit "A" properly initialed,

for the execution by the Lessor. A fully executed copy of the Lease and .
addendizmm will be provided to ycu for vour files. > :

{1y.

& T .
A'ﬁ,'c. - X' - i - -
Xee U T L
P PTI - Vo .?‘ T v T be. - ~ v
z"'“':~' S e lWT T R
- S S D T .
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Attachment #12

. of FNE THOUSAND DOLLARS AND 00/100 ($5,000. made payable to Virby Rulty

*” Company, which represents the security denosit, and one in the amaunt of TWO *

" THOUSSND SEVEN HUNDRED EIGHT DGLLARS AD 33/100 ($2,708. 33) rade payable to
--Virby Realty Ccamny which’ represents your first mth's mtal paymenx

(chember 1...1935). e T ; SRR
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o« LEGAL NAME CHANGE —

T |

{insert 1 or 2 In the appraprizte blank)

{Old Name) — - —

{(New Name)
Dear : — —

We have been advised that your company
name under which ail agreements between
T made. You wish this change 1o be effective on

wishes 10 change_the_custome:
and IBM have treviously beer

incorparated uncer the laws of the state of -—
Piease indicate Seiow the reason for name thange:
__j:] Simpie Name Change
IZ1 Purcnase of Asseis
+ : l:l Change in Legal Status
‘ | Tr;nsfer between/among Subsidiaries/Parent =

You agrez that will assume all of the obligations of

i
under all of th
subject agreements,

Plesse indicate your cancurrence by signing and returning the original and tw
copies of this ietter 3o that we may make the necessary changes 10 our records

Very truly yours,

)

Agminisiralicn Operations Manager
South-west Marketing Division

Acceptled and Agreed to:

By:

Title:

. ‘ _ - :
Date:
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Wr. Steve Davis, Controller

. . G. B. Computer_Services, Inc.

2133 Szith Avenue
Chesapeake, VA 23320

Dear Mz, Davis:

Thig lester will cezfirz our telephode

of our Agreeseni.

tooversstion siating the terms

Upon scceptaace of the erder by IB: (sigming of the coptratts), ve must
receive 3 theck iz the amouct of $50,000.00. Upoz pbysical isstallaties,
ope-balf (&) of the balasce is due. No later thas 30 days from the date
of ipstallation, the entire balance will thenm be due.

Ve 1ook forvard to vorkiag vith G. B. Computer Servites and appreciate your

business. :

1£ you should héu any guestions or prodless vwith these terms, please

contact me.

Sincerely,

S. D. Eags

Harketing Manager

Katiopal Mazketing Division _ __
SDE:std

ce: ¥. J. lapgasn

AMENDED: As agreed upon with
M. S. D. Eaga ©n
10/14/85 .#he $50,000
will apply towards
the firss nelf of the -—
balance due.

Initiel Selles

Initi2l M purcheser -

1 CONCUR WITE TEE ABOVE TaRS:

{Sagnature)

o i /5

o

01G3A.2675.2.1

Date o /7 /
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ESge s Accrenn o Lsiomer s T T = - T T e T
e T =TT :.:..—:Z‘ — SRR g ge—
ey Smith Avenus = == =AW BN SMICE ND = cn T ——= =
:O\esapuxc- VA -23320 7= e Cusiomer No__ 3582316~ ————
1B\ Branch Office Address: e
2 Commerecial Place
Norfolk, VA 23530 - .
~ . -
;. T - e N
— {nternationa! Business Machines Corporation {1BM) ang the Customer soree tha! ISM wili provioe ang the Customer will —
sccept the Drogucts and sevices oraeres by the Cusiomer in 22corcance wiin the te-ms ans 207 3:u0ns staled in the ap-
plicable Agreements. Ues:gnated below dy the Customer s mninials, which the Customer azrees 13 inciuge here:n. The
insluced Agreements are aliached nereto ant are Incorporaied in this Agreement. o
This Composite S 3nature Agreemen:, when signed by 181! ans the Cusiomer has tne satie e¥estas signins e2zh of the
Agteements gesignated Dy the Cusiomer s iniLals, anc 1s elieclive UBon aczesiance by 1BM
i .
1
e initisls Title of Agreement or Amengment IBM Form Numbet
- . D All of the foliowing, uniess selectively designated ’
B , intialing beiow for momdual documents
Tp v 4 Agreement for Purchase of IBM Machines 120-283200 iy
o ~ ¥7¥ 1BM Maintenance Agreement 2125-3275-00 :
} - Agreement for IBM Licensed Programs 2725335800 ‘
Agreement for Lease or Rental of 1BM Mactunes 2125-3320-00
Agreement for 1BM Hourty Machune Service 2120-2826-00
o -
s -
S~

THE CUSTOMER ACKNOWLEDGES THAT THE CUSTOMER MAS READ EACH OF THE AGREEMENTS DESIG-

NATED BY THE CUSTOMER'S INITIALS, UNDERSTANDS THEM, AND AGREES TO BE BOUND BY THEIR TERMS
AND CONDITIONS.

Accepred dy: -

internationg! Buzness Machines Corporaton e 5043. -Cotputar Servicss, -Inc.—

._ o+ B 4 o  agd
= '/j”% ../.l“ /43(/7%3- 10/25 [

...... $Gars£F Bopo e o238

Narwe (Type or Prm)

PRESS FIRMLY WITH BALL POINT PEN ON A HARD SURFACE FOR MAXIMUM LEGIBILITY.
nm (a1} ~ )]
LN -

MNovmma *°
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€ - N LN :or

- - ~ - te . T
machine MOJe LDZ A 27C 18510t B30~ o the ENect-ve

——— R —— CI—
Fo o

21338 830

- e

YT oGNS W Y

i EErmam——
1BM wiil speCity in the &pDncabie Suppiement 11 Temoved Dany d
T==bezome me proparty of IBM TheCustome wi-prondedBM ——yn . aa ypcrades 270 10307 2221008 1N O restore them 10 0oad —

T A R e T e - . L e
TETTL S AT et L TN R T SR v R e e T e

“enntied “Travel Expense “watranty serice 10 heeD the macnines,

— 4 -

. scCess 1C.1Ne AlaZiune 10 COMMENnce INSIATNG &' SuCh le3iures——y aremg Crosr—I is—war anty senviCe JNciuces SCHesues ore-_

Ans rroe! CONVErsIOnS BT S00N AT [OINIDIE BheT 1T e shipmeat
gy RS Dol 1N ND SN 12107 IRAN CNe MON 1D Lw G the Jate
of such shupmen: y~iess & $NONeE:r PenRC 18 $D2T.Led N the
Soooiament Linless oinerw:se agreed 1t Dy IBMV ir the event ot
taiiure by the Cusio—er 1o provice 18% aocess 1o the Macnine
within the spec:hie? penigs the Cusidmer srall return the tesiure
or moce’ convers o 10 1A w P SRS Thatzer Dredad

1 tne Cusiome: #1821 10 £€'avansiaaton ol ateziure 21 mooe:
Conversion (GINe’ 17an Gne whiIn 1M Onves the removal of pans
whuieh bersme the gropenty of IBAMY ang srstatiation Ras not
commenced one Manth (olIowng As £ate of ghupmen: from 18M,
the Date o1 ins1aitat.or Of suC™ f€2'UTE Or MOSE! COWE'S ' ON Wil D
cons.cerel 10 De the gay (M2NSay througn Fricav; one month
stiowing Suth Cate o' shpTent

IBA w.b Aoty the Customer o the Date 0! instattiation 0 each
ON-CrSer MAs=ne fgatute 373 MIJe (IMERon

Customer Set-Up

Eaczm rmazmine fe2iyte §nC MOCe CONversion icentthes in the
Sunprerment 23 3 Cusiomer Set-Uo (ITSUY Maznme angaiacces-
sories 3nC masThine eemenis wi be set up Dy the Cusiomer in
BCoOIS27CE wilh tne instruluisns futnished Oy BN

A CSU machine will be cons:oeseC 1o Densiatied on the lasi day
(Moncay through Fricay) of the CSU aliowanTe pence stated i
the Supdiement for such machine The CSU aliowance penad
commences On the cay {Moncay through Fricay) (oliowsng the
Gate of recept of e macrune &t the Cusiomers premses.
However. when 3 CSU macrune s geinered m CONUNCLION wilh,
anc 1or g=achmen 13, 3 non-CSU mathine Setvered from IBM,
such CSU mactune will be consiaered 1O be insiaiied On the ater
of 1) the ms:attauon date of such non-CSU mactune. or 2) the
inswtation aste of the CSU mactune 83 cetermined adove. The
Date of instziiancn will be the g3y (Monday through Friday)
{pilowing the gate the Machine S Consicered 10 be MSBlleC.

A CSU feature Of MOJ@: CONVErSION Of 37 §CCLSSOTY O MEching
eiemen. wiil D2 toRSIoeres 10 De nstalied one Mmontn 1oliowing

—thp-4zier Of 1t eSUmated c21e of ShuDMeN OF 13 actusi Cate of

shipme=t from 1BM. Tne Date of instatiaion wil be the gay
(Moncav throuRn Fricay) foliowing the cate the iesture. moce!
CONVETS:IoN 8IIESSOTy O MACTUNE eement § Conndered 10 De
nstaiez CSU teatures ans mede: CONvErsiONS wiil be mnstatied on
the ser3~numMmbere MACNne cesignates In he Susdiement.

PURCHASE OF INSTALLED MACHINES

The pnaces siates in ne SuoDwement are extiusive of any
charses whicr: are Oue Of M3y Decome Que from the Cusiomer
unge- gy IBM lease Of renta’ 2greement relating 10 the Macnmes.
The Strectve Date of Pursnzse 107 insa g Macrunes shall be the
lzter ¢ the firs: Cay ©f 1ne Quciation Month o7 the Oay On which
me Succiement. signec by the Cusiomer, ang the payment
requires uncer tne Sesuon enutiec “Prices anc Payment” are
recewved Dy IBM 8t ns Brancn Ofice acgress shown in the
Suspiement. proviced tha!l SyCh recedl i3 NOL Wate’ than the last
Cay of the Ouowation Month. The Machines wiil be terninatec
unoe- the ASSuCADE W2se Of re~1a’ agreement detween IBM ang
the Cusiomer as of the Cay immesiaiely prececing the Eftecuve
Cate of Purchase. .

WARRANTIES

Machines purchased unger this Agreement will be 1) newly
manutasisres Oy BV trom new and serviceadie useC Dans which
8¢ esunaient 1S Rew 10 DETOMance i these Mashines 2) as-
sempiec by (BM (1o se-viceadie Usec Dans 3 Machunes wnich
rave Deen previOousty INsialies Or 4) Machines whiuCh are presently
nstatec with the Cusiomer.

1BM warrsmts tnat on 1he Date of instalishion each on-orcer
Machine will De in QOOS working oraer and will conform to iBM s
ottiCiat pubiisned $DECILICAUONS whiCh Are $vaadie uDONrequest.

Tne warcanly peniod s One yesr tor Warranty Categosy A
Machmes ang three MONINS 1or Warranty Category B Machines

venlive MAIMIENAnCe DTS UDOT the speT 0L neeas of iIndivitus!
maztiveL MICE LTTU2TON 310 1e3tire 872 L,ONS Bt CelarTInes
by 1BM BAC unsInezuel OM-C2F femedal manenance Such
WwarrZnty SETVICE wei MCWUZE 1UDNCaNON #7 usiments $ng ree
p.azemeni Of D3NN ZeeTeT necessany by 18M Pans will be tur-

riSNES ON 3N Ealhange 255 and the repiased pans decome the
geooeny O 130

Wwarranty sevite

CroviZes unger the Adreement 0oes NO! 85-
sure uninierrucien

Coes2:0n 0! the MarZtuines 1BM may ai nis
coudn storeonthr Cosizmer s Dre™uses Maintenance equioment
410°0” DeNs tha' {EM geems necessary 1o tulfill this warranty.

Juring 1Ne wa’rariy DeTOT BNC Neenng Changes getermired
a0 zanie Dy 1B witi De CONI‘ONET ANT iRsiatied by IBM on the
Machines The Tosic—er may Dy DrOV:0.ng nouce sudies! 10
weili@n CO™hirmana~ oy Bt eie2t 10 Nave Only manaaiony
%2728 3S Jetermmes oL BN Irsialel on Mathines

I8 sral Rave tul a~C "ee 3II853 10 the Mazhuines Io provice
service thereon Tne Cus'zmer snal promdily inform 184 of any
change in the Matnings 10021.00 Ouning the warranty penog.

1 ine warrantv per oS erores on & Fndav or Saturosy 1t will be
exie~ses Dy ene’ twd avs O° ONe S3y resDesiively. 30 tha! the
Llast Cay O Sush warran\ pesos vt be on a2 Sungdav -

WiTH RESPECT TO WARRANTY CATEGORY A MACHINES
WHICH HAVE BEEN INSTALLED WITH THE CUSTOMER FOR
MORE THAN ONE YEAR AND WARRANTY CATEGORY B
MACHINES WHICH MAVE BEEN INSTALLED WITH THE CUS-
TOMER FOR MORE THAKN THREE MONTHS. THE CUSTOMER

AGREES TO PURCHASE THE MACHINES WITHOUT WAR.
RANTY.

Additions! Provisions o7 Programmmng

IBM further warrants that programmmsg desrgnsted by IBM for
use with § Machuine anc {0F wnish programming semces are
svadable will conform to I1BM's othcia! pudlished soecricatons
(availadie uoOn request) when sninnes to the Customer o
property used on such Wathine Thereatier {BM wili provioe
prIgramming services. suD:ieC! 1C the Drovisions stated in the”
Secuon entitied “Frogramming ©

181 ©oes Nt WErTEN: N3l the funzhic=s contained in he
Programming will ODergle m the COTNLLONS WAICh may e
seieciel for use Dy the Customer. of will meet the Cusiomers
reguiremens

ALL PROGRAMMING FOR WHICH ND PROGRAMMING

SERVICES ARE AVAILABLE IS DiSTRIBUTED ON AN *AS 1S°
BASIS WITHOUT WARRANIY. .

Additiona! Provisions for Redair Center Service Machines

Warmanty service On Matrunes 0es:grnates in tne Suddiement as
Resair Center Sennce Mazhunas will be peormec 3! IBM Rezarr
Cemeris) cesignates by IBM. iIBM witl nCct pertorm preventive
mainiensnce on the Maztunes The Cusiomer wili 1) getermune
when remesial maintenance 8 recuired Ut ING the Drocedures
furrushed Dy IBM. 2) remove the Matnines reawnfing remecisl
MaINIENENCE YoM Ineir ODE 2LONA! 10C31:0N. 31 sNip the Machines
10 the gesignater {BM Rezar Center &) se1 un the Maznines in
therr 0oerationst I0CINON UDOR th.eir reiutn frOom the IBM Reosarr
Center ano 8) chesk perlormance Cf the Machines whiie they are
NS1aie D IN ther operationa! losation The Cusiomer agrees 10 Lse
SNDDING CONtainers oesignec Dv IBM ang in the manner pre=
scnoed by 1ISM The iozauons of 1BV Resawr Centers sre sudiest
10 change oy IBM upsh thiree moring prior wntien nohice 10 the
Cosiomer.

Additiona! Provisions for Festures ang Model Conversions

IBM s warranty tha: eacn teature or moce: CONversion wmili be N
9000 working orces on me Dale of insiatation requires that the
machine Of which it 1§ iNsialied 1s B! the current engineening.
cnange level 15 the soettic seriai-numderec machune 107 which
{he tealure Of MOOE CONVEISION w2$ Orsered 3nC has been

Bece % «t 9
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TS0a01¢€s 10 51 ani THE LUSIOMET 3 TES. 107 TRraTre 3 WeaTuiws E3 —ons o Fo s ot shal ol R e R e Uy R
~ = pepreciale The Gedreciation shal D ameaudt BMOUN! DT year  with, Any Mashune under ihis Agreement. s

- e —_—

———= pver the e o! the Macrnes &5 estadhsned by 1B T T GENERAL — —— —— 1 St ST

“TSTT8M et N0 sadiity {01 afy M DARg wDONIRA LOMMApn. BPERETIAN. ~ —
CORBNON OF USC ' 3y MAINDLS O [o33taMWT suft.en - ACTERTEAT § AO1 ESIICAINE WS The pricT weRan

RErBUNCE’ W.IN «QuIDMENR! 07 0313 RO 3uDDHeS Dy BN =t Daseo
uDON ANEIBLON 0! the MaIines O MOMLIILON Ot any Program-
rene suDahes heregncer 1B has no Lapdy 10 7y Lidsm Dased
UDON the COMDINALoN. CIerauon of use o' any MaZhines or
proctammung suonie s Nereunaer with any nroQ7am other thanor
I 30T0O" 10 PrOSTAMTING SUDDLES Dy 1B M SuC™ LM woud
Rave been avoioes Dy wse Of andife:r program wnelher or noy
ca=goie of ashieving 1NE 3ame resuity

The toregoing iales the entire 0Sugation of IBM withrespestio

Tinlrmgement o! patents and CODYIIGNS

LIMITATION OF REMEDIES

IBM s ennre nasuity ans ine Customer s excivsive remedy shail
be 83 10IOwsS

= A1 $1MUALDCS mvehnmg DelDTMENTE O NON-DErormance of
tlazhures ©° Deozcpmang lurishel gr et 1 Agrgeent tte
C.osiomer s remesy is 1} 1he 32:081me~ o7 resar £ Ihe Maznine
o resiazeen: oF its pans by S ¢ 3t 18N s oZuOR. re:ce-
ment 0! 1he AR~ g Of SO1TeTHON O S SIrIM™uNg errors Or 21,
guer redepies e¥ons 1SV 15 un2owe 10 insi2t the Mattune O° 8
reciacemen: Mathine in G2I° worung orser. ©° 10 resiore i 1o
003 worung Craer. Of 1C Maxe Pro7ammmy operste. all gs
warramies. the Cusiamer shall De enttied 10 recover asiual
oamages 12 tne liens set 1oaN I s Sesuon For gnv otner claim
concerning periormance or non-periormance oy IBM pursuant
10, O 1N ANy O"er way relaled 1o ™he 3utrelt maner 0!, ths

Agreemen: Or any 0r0e” LnSe” NS Agreement. tne Customer shait’

De entries 1O reCOver RCIUS! CAM2SES 10 tNe bmits &t fonth nthis

on.

1BM's lizhity for camages 1 the Customer 107 any Cause what-
soever, ang recargiess of IN 1O CI3ZUDN. WHRINET I CONTASI OF
in tort InSluding neshgence, shall be hmned 10 the gresier of
$100.030 or the purcnase prge stated m the 3odhcadie Supdie-
ment 107 the so2c+hz Mastrunes thi: Causes the Camages Or Nt
sre 1he suDiest Matier ¢ OF Bre Girestly regies 12 the cause of

CONEN O IEM ARV 1T 1L 245:37 ARV ¢ the o3 3.1 OF
T 2N CF TS AQTEETMEN W MO’ SUSH CAgeAl 18 i

BN May UDOR whllen NOYLE MO Ty INg termg and CONTIIONS
C' s Agreement Anv §uZh mo3.hCALON wit apDly OR e
ettelive o2te SDEZIME0 1N the NotLCe 10 8t SupDdiements whueh are
s'ne By 1he Cusiome: an3 182 or pF a'1er the ga'e of Aatice
Cinemmaise s Agreement g3 oniy D MmISLed Yy 3 whillen
2278ETEN DUV :57T Dy DESINS AUTNONIEC 16 50N 23 eemEnts
©n DeN3 0T 1ne T siomer 3nz 54 1SN ANt vanance 1107 Of 300
HON 1 1he 1M IS C2nC 1ons 0 NS AQreeentin any or3er of __
CIne” Wrillen ATuLI2Lan fro~ e CUsiome wii' e of ne eMect

I anv DIOVIS.ON O D'Ovis.ons O 1S AQreement snall be heg1d
De 1MVALC dIBT! Of yneniorleadie tNe vaiCily legaity ang
e~ID CRAT:Hly C! Ihe fe™ma ming BroviS:ONS SNat notin l.ﬁy wiy De
3TETIET O DR mprpny

SNt g mItoresnont e 120t yTe 12 UGt i Rl gatians ynger
TS AZreaTent ZUg 1l 23 883 DO\ NS IS SU s towice any
teniC2s hereunger 1of MaITunes OF DI0GTammung I0Ca1eS outsiae
tne Urates States or Pueno Rice

N2 201%™ re3ardiess GLIS ™ 35ing OUL O Mg Ajreement may
Be DIOLTTI Dy £ INE° 223y MO'e 12" twD ye2's 272r Ine Zause of
aluon hes prisen Of n the tase of ar asuon 107 AON-2aymeny,
mcre 1han 1w veass rom the aa'e the 1as! Sayment was Oue.

Trus Agreement is governes Dy ihe tavs ¢! the State of New
York.

THE CUSTOMER ACXNOWLEDGES THAT THE CUSTOMER
WAS READ TMiS AGRIEMENT. UNDERSTANDS IT. AND -
AGREES TO BE BOUND BY ITS TERMS AND CONDITIONS.
FURTHKER. THE CUSTOMER AGREES THAT TH!S AGREE-
WENT. TOGEZTHER WITH ANY OTHER APPLICABLE .IBM
AGREEMENTS. CERTIFICATIONS. AMENDMENTS AND SUR
PLEMENTS AND ANY EXHIBITS OR ATTACHMENTS THERE-
TO.REFERENCING THIS ASREEMENT OR EXPRESSLY MADE
A PART HEREOQOF THAT ARE DULY SIGNED BY THE PARTIES
WILL BE THE COMPLETE AND EXCLUSIVE STATEMENT OF

2zuon. The {0°e30ing pMmaiSn SHmedmity-wi-nt R2OA0-INe —THE-AGREIMENT-BETWEEN TrZ PARTIES. SUPERSEDING

gayment Df COS'S CIMATLS INS FIOMEVS tees reiereC 10 1R e
Sezusn entizz “Prients ang Coovng=is” O 1d.ctums for
pe-SONAl ury 07 CET2Te 10 Tedi DISDRMy Of MANF:iSie Personat
Property caJses oy i3L's negtigense

ALL PROPOSALS OR PRIOR AGREEVMENTS. ORAL OR
WRITTEN AND ALL CTHER COMMUNICATIONS BETWEEN

THE PARTIES RELATING TC THE SUBJETT MATTER OF THIS
AGREEMENT.

BM Maintenance Agreemant

{2125-3275-00) —
Internauonal Susmess Mazhines Coeooraton (13M) and the Cusiomer aoree tha! the 1211owing terms angd conSiions will 229ty 10 ¥

Custome: o-2e" azzestes

ze2'es oy 1BV 1L 27avioe mantenance service 107 IBM MazZrines Icsates withun tne Unitez S:ates ang Pueno Rica.
SMachine )™ RS uSES NETEIN R1RrS 1D MEZNUNES ANS:Or therr 1ealures. MOJe! CONVErsONS ANG MATNINE EieMents uniess the context

reguires I3z a: reference This Asresment is effest
termingies Dy the Cusiomer or 1BN €
Cusiomer it 33
signes by iBM

MAINTENANCE SERVICE

IBM agress 10 provioe Ine svaradidoy of ma:menance serice to
keep the Maznines in, 0 restdre The Mashines 1o §S0C working
oroes. Maintensante Se7ViCe INCIUZES Dfgventve mantenance
Based on the spesiic needs 01 iNIviZLe! Masnines as Oelermined
Dy BN anc on-call remedidl manienanse Manienance sernce
230 INCIUCES IUDNCRLON. ICISIMEN'S aNC repiasemen! Ot ma:n-
tenance Dans atl as ceemec necessaty by IBM. Mainienznce
£81S. WHICh may De USES DENS wiii DR tuiMishes On an excNENoe
SAS1S. A1C the reDiaced Dans bezome the prepeny of IBM IBM
may. 8t 118 ODUON, $10Te MAINIENANCE LQUIDMENT ANG/O! DaMS ON
tne Customers premises

The Cusiomer 3g7ees 10 DrOvioe § suttadie enwironment for the
Machines gs speciied Dy IBM ang 1e provige IBM {ull. free ana
s8ie access 19 tne Machings 10 Drovice mantenance sefvice The

from the C2ie On whith i 18 §2sesies Dy 1SN ang smali reain in torce yniil
Soenilic Mactunes D2COMeE SUDIET: IC NS Agreement On tne EXesive Dale cesignates by ing
sreec IC Dy IBM. anZ suzn INOMTELOT will be SHOWn 1N 2 SusHiemen: 12 12V Nantenante Aj-eeme= [Suosiement)

Custome- 13 respons:die 10 1Mmdlement a5oroonse s3'aguacds lor
Customers cala The Cusiomer s resdors.ie 107 removing,
CONTOING B3NS rediacing Of reioaging funas CONINES In the
Machines IBM wii service Machunes containung tungs dntv when
the Cash cOntainer CINNO: e Coenes Dno” 10 723 Dv IBM m
whith case the Cusiomer wil, remove 1ne funcs as 5000 as \ne
cOoNta:ner has deen opened. s

PERIODS OF MAINTENANCE SERVICE

The Base Penod 0! Maintenance Service s irom7s m to6p.m,,
Moncay through Friday. uniess otherwise oesignates by IBMn
the Supoiement The Cusiomer may seiest Oouiona! Penoos of
Maintenance Service shown in tne Sucpiement The Opuional
Perioc 10r MONCay tNrOUgh Fiday must ing!ude the Base Penod

Dema & me 2V
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Tr.s
g 0.508 el Oy O 29500 A0S mel” any LlAINTE U w18 TN el 37w De O B3 RICLL
¥ CHBAY R 12Dty 10 tne TuSiome’ 107 GRS from 8y Cause | The Customer relresents inatthe Cusiomer o euner Ihp.owner
B e i St e S R e ey e N T T
J - T . i LA s - - - - s - . M : . - - . v Sra ————
e e e e e e T
TT=tnarges 101 1ne SDEZIC MACTINES UNCET INIS AQIEEMEAT=NAT=~MEy~0E—0 OUDAEDY S IerDIny-MOTe-han<woyeats 8Nl iNe ~=
e CgUSE0 the CaMICEs OF thal a7e the Subiecl.rmalier O DL are—.Cause DI _AZLONNAS AnSen .of, sn_the Lase D! an achon 1of —
T goestiy reatel 0 tne cause Of 83USR Suth ChatsEsWin be those T ononoayMENL MCTE AN tw yeas IOM. N Cale ihe st payment
T etect or the spesitic Machunes when the cayuse D £T1.00 BrosE T was T —
Tap 1P ONC RICAALON O HAD LN W ADT BR0N 10 LIaTes tor TN AQTEETMES wu. DE S0/8"NRed Dy N l2ws €1 0Ne Sizte o New
PErSOnEt U™ O CAMAZE 10 1A DIODENy O 1aNG:ie Personar YOrk
aoeny - . ]
proveny causes By IBMS negigence = ““THETUSTOMER ACKNOWLEDGES THAT THE CUSTOMER
GENERAL HAS READ THIS AGREEMENT, UNDERSTANDS IT, AND___
Serice provides unger this Agreement goes no' assure wrin-  AGREES TO BE BOUND BY 175 TERMS AND CONDITIONS.
rerruDied CLE’E 0N Of the Mastmines ans BN s~ resdonsinie FURTHER THE CUSTOMIR LGRELS THAT TwIS AGREE-
10° tariure 10 reN387 $efVITe TUB 10 CIUSeS DeVTIC WS TONIOi T MENT, AND SUPPLENMENTS REFERENCING TH!S AGREE-
This Agresment 15 MOt 2SS.Sradie winout the Dror weften  MENT, Will BE THE COMFPLETE AND E£XCLUSIVE STATE.
consent &t IBM Any gltemol 1C A5G anv ot the ngnts gutes ot MENT OF THE ASREEMENT BETWEEN THE PARTIES.,
£24:0anons 0! 1h:S AgTeement wilnoul SuSh CONsenl s vord ~ SUPERSEDING BLU PRTPOSALS OR PRIOR AGREEMENTS,
IBM may. uZon 2 MmOomins wrdien nouce 1o he Customer  ORAL OR WRITTEN AND ALL OTHER COMLUNICATIONS
moasdy (NP 18°MS 272 SoNZLSTs Of 1S Agreemes! erzexttnat BETWEEN THE PARTIES RELATING YO THE SUBJECTY
LBM may, upon thrge moning writen nouce 1o 1he Customer.  MATTER OF THIS AGREEMENT.
b Agyreement for |1BM Licensed Programs
- {Z2125-3358-00)
. tntermgtions’ Bosimess Mastimes Torporanes (180 ang the Cusismer 327ee that when t™is Agreement s sicnhe s Dy the Customer ang
e sccesies Dy IBM. ine 10fiowing 18MS BNS LORCIISTS will 4D0Y 10 BNy 1814 icenses DrOgTa™ matenais OftereS unce: his Agreement
- when Droeres oy the Customer §1C 1he Drer 15 JTTESTET &3 Droviced herein. Unge” these termg gng conenons. (BW wit 1) furnsh
boenses 570373 10 the Cusiomer. 2) lurnish itenses COUONA! MAlENnais in SUDSON Of SuCh Licensed Drograms. 3) grantne Customer s
nomrans‘eceie Bas AdNexciUSve htense 1 the Unned Siates and Puento RiTo 10 use the htenses prog-em matenalt =2 &ipre -«
i

pregram seevices. ail as 0escnises herern The Cusiomer a5rees wilh respec! 10 the hCenses Bregrams 1o acset ine res S sty 1
heir gee=tion 10 acheve tne Cusiomer § intented resuits. 2} thew msiatanon. 3) thair use. anc 4) the results £5.aiNes theretrom. T ne
Cus:omer g13S Nes Ihe resoonsDility 107 the sereTuON N0 use Of, antl results ODIANES trom, BNy Otner PrOgrams, Programmins.
eQuID™eN: O $2TViCes uSeS wWith the hienses programs. -

Spesiis kCenses DIC3TaM Malenals M3y de OIoerel under this Agreement Dy 1) 8 Sutdlement to this Agreenent (Suppiement)
signes Sy the Cusicmer. 2] 3 wnlien Drges. SDRCHYINg the htensel Drogram materia's Gnc (he Jesignales matnne i3 es dv 1he
- Cosiomer, €7 2! s.2n 2iner 07Ienmg DrOCeIUTe 43S SN3I DE Oesignates Dy (BM 107 the soecihic icenses Drogram materas 18M wall

- 212020 ANy SLSN SUTeT LnTeT Tus AZresment Dy DOVIGING the Cusiomer g Suppiemen: SDEZITVING the SUDTIEMENIA' 18-S 1ZDHCEDe 1D
) $420 ulENSEs S°UF

2T maeras USSR rezet of the Supprement b ine Cusiomer, 186 sna' theresy Grant a N2trans eradie gna

Poeers.o3.E LIET5E I the Unes SUtes a2 Fuens RIS 157 HCeSeS DrO3 M MRtenas §.5:ec 10 the teTms 312 €32 s BT Ny

Agreemen: L'se oY 1ne hoensel 2733

2 2°E7am matene's Or e first DRyment ©f Charges Cue ReteunDer whiCheve” 1St CIT.73 191Dwing
reces o ne Suosement wir ConsitUle the Cusiomer s acCeIance Of Ihe SUDDIEMENIa! 1e'Ms sDecies n the Supsiement

Any 1o whSh TS AgreeTenl Slles 8¢ 10 D2 sDeCrhel by 1BM for 8 iCenses Program anc/of related hoensed ODLUONAI MatenAtY

wnti De SIReS I the Susoemen: {Of that icenses Drogram.

DEFINITIONS

The 1g== “nzeNses ST it s Ajreemen! shall mein 3
boeases €232 DroESsIng DUOCTA™ CONISuNG O & seres of
pRgeenang DF §I2IeMemIS 1N MRTAING fEaTEDie 10 a3/ 3y
Hoensel Cal2 Dase CONSISLNG S 2 SvStemaTel coiesuon 01 Cats
SR MEZNE fERS20 2 (DT NS AT TR dles iCenses malenals sush
83 D NCt hirmaes 12 Hidw CT27S. 1T C.2073™S NS hslngs
DroVIoES 107 USe 1N CONNECLON wilh NE htenses £33 Processing
pogram. .

The 1o “hzenses SDLONA! MRtenEisT 1A Thig ACTeement shall
mesn any Macning reacadie Cf DaNies Maensi N iNCiuGeT INING
Hoeqses DIOS'A™ 3NC WNhiCh IS DesiGrated By IBV as svaiadwe
unze’ hcense 1o Cusiomers who have uCenses the program to
WwNCh SUCh OSLIONS! METRTiIS reiate.

The te’m “ucensed DFOQrAM Matenials” in thig Agreement shall
mean DCth the LZenses DIOFAM 31C Ihe hcensec Optional
maienas as oe'ines adbove «

The lerm “resincles Matenais” an thig Agreement srafl mean
83y hcenses DrograMm Malenais which gre wadered “Restricied
Matenars of IBM°

The term “use” 0 thrs Agreement gshall mesn COOYING 8Ny
POMION 0! the hKeenses Drojra™M Mmatenals inlo § Maching angd/or
transmuung them 1C 3 Maltnine 10r processing O the Machine
INSIUCLIONS $:31EMENLS Of 0313 CONANES 1N SUCh MAtENA!S.

21700

.

TERM o

Tris Agreement 1s eftestve from the Sate ONwAICh s goce e s
by IBV ang wnii remain in eMect ynlil lemunates bv ine Cusiamer
uDOn DNe MONth S writien nACuce. Of by IBM as 3¢’ 1o2n m tha
section This Ajreement may be termindtes By tne Custome- onty
when 311 htenses Drogram mMatenidls ulenses nereunaer are
o'scontinued and Al keenseo program malenas Nave deen
reiurnes Or oestroyed.

Licenses C-antes under this Agreemeat may be SIontinued by
the Cusiomer upon ONe MENINS wrmen ADLICE extedt thas.
cunng ne testing pencd. the Cusiomes mav 0:sL0%tnue any
hcanse 8 &NV ime UDON WNITIER NOLCE eMeZlive iIMmmeduptely

IBM mav gisZontinue g1y hcense o le-munate thig Agreement
UDON wriien nolice etiesive immedidiery ff the Customer tais 10
compty with any Of the 1es 370 CONT:HIONS Of Ihig Agreement

Nouce ©f Giscontiruante 0f 2ny O gl Licenses §=3li not e
consigeres nouce Of temminanon of this Ajreement uniess
spenticatiy statec. 7/

Notice of giscontinuante ©f any hcenseZ program s=all be
rOLICe O 0:3SONLINUANCE O INE iCense anC O dll kicenses program
malerials ODlaineC I cONNEZLON therewitn
LICENSE

Eacn License prantec under this Agreement authorzes the
Cusiomer 10.
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UraNSI3L0NS OF COMD 810N O7 D23 CIZESwW.INIMADSLIZLONS peardinl INUN O GAMACH 10 1£2. 0" 1AY.e DE-IONA PrODEMy
TompenI g v e 8T TS L efht weethertrmareone gt saoner nBliE o Seempe oo T o
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. TBUTRONZZUON 1710M 1IBM, \ne CubToMel MayaRia il TOPY SO S Ul kel el o Mo S ae

e BIERVE! DUTDOSES ONIY.

- e il S I R Y
the Customer s ta:lure 1o penorm ne

The reQuiremen; 10 ety

- Customer s respors:dnmes —
O BRETTY WD 10 WIS O I RNy - 108! £U0Ms H0si TSawn

0

L e o o 2SO other congesuentigi ™
T B Dase i will nnt g 2diy 1D INGRUTE DRITS TN TS SRS Sy 02 neoel evensHBM hasdecn atvises of 1ne Dot DUty DI U

the Susiomer o 500 Gald DAat INC whiCh EDASTNE B MinDF
pOTION O SuCh £ base

Waen the Cusipmer nas hicensed 8 new version of 3 heensed
PIOZTaM. whuIh Carnes 3 O:flerent program numder. and
orecontinues the pnor version, the Susiomer may teiain the onoe
ve'5 37 OF the nZeseT PIOD AT 10 8 DENCE N 10 ealeen three
moning toHow.AY 113 $3tE OF JnlORLNLANCE. 12 D LIeS O 11 )

Ca™330s O 10n 37 g2 2tz e Custames B, 2wy OINet

P37y ExlED” &y DrOV.I8L 1N 1Nk seIlon gtz “Fatean 2nz
Cooyrgns.”

IBM EDUCATION COURSES
Tme Cus omer asrees 1731 Al' ©f ™he tetmg ang camcnnag

ORIBZE 1N INE NEw veTSIBR DrEVERS I Lse DoTng this peroT-The —2TSHC3DIR 10 f2sinlies maiera s CININCD I thiy Asreeme

Cusiomer wiil T2y Cnly the aDDICaD e Charges 107 INE New ve'3:0Nn
o! the licenseC DrOgTaMm Within onie Mmontn 1010wing 11us three-
month DenoC uniess Ihe reguirtement 1s waved Dy TBAT the
Customer wiil fyrmisn IBLY a compieies {orm enutieg "B
Licenses Program Cen:hizate of Relurn or Destrutuon tor the
POt version as set torh adove

PATENTS AND COPYRIGHTS

IS wiit, 31118 expense oetenc the Cusiome” asamsiany fia =
1h3 Lcenses program maiena's tusTnel hereunoer ntnnge 2
patent or cTovngnlinine Unnes Siates or Pueno Ricoang subiest
o the bmuauon of haduaiy se! torh an the selisn eniued
TLIES3LON Of Remedes.” IBM will Day ali COSIS Camages ang
sOMey s fees tNAT 3 COU finally awargs 3S & result ol suehcimim.
To auanty for susn celense 2n¢ payment. the Customer must
1) gve BV prompt writien notce of any such clam: angd
2) allow ISM 10 control. ang fully £o0Derate with IBM i the

cefense ana 31 reiated sertpment negoLBUSNS. However dihe
camages 2inSutadie 10 3 Ciam of intnngement of 2 patent n

e Linnes Siates or Fuentd R.2o may excees sush mnguon of

Ladirty, the Cusiomer may ei22t 12 Celens azangt the clam

provices 1ng: 13M may tully pariis:cate n the gefente ans/of

agress 15 3%y settiement of suth clawm,

Tne Cusiomer sgrees to sliow (BM. st 1BV's odton snd
exoense. ff sush clan has occurres or in IBM'S uSgrnent § bkely
10 OCZuT. 1S Drosure the gt 1of tne Cusidmer 10 CONtMUe using
the Laenses 270573 N maten's Or 1 resiase Of 10 Moty them 80

I ey DESSTIE ADN-AINNSING 872, i nedner O the foregding
aNerratives & 5.3.35'¢ ON 1€°™S Whish Bre reasongdie n 13N'g
JUCSMENL LTSN wrinien recuest Ine Tusiomer will el the
hcenses peosTE ™ myiends 10 1M anc. 107 htensec DrognA™s
wnose 112 CRBr3es 2re tuliy £3.2. the Lusidmer may resenve 8
crest B3 esialusnes oy 18N :

1351 shait nave NG ODUZRNCH with respect 10 any suth cam
basec uoon ihe Cusiomers mos:hicatsn of the hcenses orogam
metenes Of N COMTINALOT. ODRrRLON Of Use with T3l of
progreTs no! furmishes 2y I3M or In oiner 1Aan the Soecttes
Ooersing S-vironmen:. This seziion sizies ISWM's enure
COngaLon 10 tne Cusiome’ regarsing minngement of tne hke.

LIMITATION OF REMEDIES

13N 3 enure uadiny ang the Cusiomers exciusive remely shalt
De as 1oliows

Ir 2l snuanons nvolving pedormance Or Aonperiormante of
lizenses programs furnisneC unser thig Agreement. the
Cusiome’s remesy 1§ 1) the comresion dy I3M of bcensed
program gelesis. Or 2) if. ater redested etons. IBM 8 unade 10
Masg INE LCENSES DrOS M ODE Rl A3 warmanied. the Customer
R8Il De enlies 10 recOver 8CIuA SAMAZES IO Ihe Lioruts set fonhin
thes section,

For sy other claim concerming pe~ormance Of nonpers
for=an~ce bv 1BV pursuant 10 07 10 3Ny O1NEr wav retated 10, the
suDest matier of this Agreement anc 3nv Supdiement herglo. the
Cusiome snali be entitiel 10 reCOver 8Ciudi AMages 10 the wnas
$e! 107N 1 (s seslion,

1IBM g haduty 1Or cameges 1o the Customer (or any Cause
whaisoever, 3nC fegargiess of the form of action. whether n
conizact 0 1N 10N INCIUTING Nepugence shall be umuted 10 the
greater o' $25.000 of the one-time cnarge paiC 101, Of any charges

bot.¥ . ¥ '

— 0 e e+ ——————

373" be NCOIpOTales nlD the Ag eement Detween the Customer
an2 1B\ entited “Terms anc Constions 10r IBM Classes and
—Esulalon Matensis _ang asniy 10 matena's tenargiess of torm.
lave 80 Resiniziez Materia's of 1SL7 when gistributes 10 the
Customer i ConunTLon with an 1858 £¢uzanon Course.

ATDITIONAL PRODUCTS AND SERVICE

= 3TI.LI™ 0 ihe nLensen TTSIteT malenatsy o pregtem
teniies DriniCel unler 1ms Asreement, it clte's plner
*TILIS 3NC sewices B! separale CRarges unTer gooucadie
wrnien IBA agrpements 1B anc the Cusiomer s3ree nat sush

memat  oms
>

TTLLIBANS SeVICes S3NN0I DE Ne SLTieD 1 O AN Ol g e menL

GENERAL

Ths Agreement 13 not assrgnable. none of the heenses gramed

hereunder nOT any 0! the hTenses pragram Matensls o° topes
theredt may be sudhcenses. assignel Of tra=sterres by the

Customer withoul The pridr writter consent of |BM Any sttemptto

sudicense. 233:gn Of (ransier any of the ngnhis, Suies OF

OSHPALONS unde” this Agreement i voil.

LizenseS Drogram matensts furnished under this Agreement
278 10 DR USED ONly ON MACNes I0Cated 1n the United Siates ang
Pueno Reo.

The terms of this Agreement may be modiled by IBM upon;
three months’ wrimen notice 10 the Cusiomer, except hat sny
mOGications Of the terms ang congitions whiCh relate spesiisslly
1o termmnation of this Agteement Or Ci5CoONLNURNCE Of Lsanses
£ 2M1eC uncer this Agreement g3 Drovices It the SeSLON entiies
TTerm” shall De eftective bnly as 10 kcese? Drogram maerass
cesi3n2122 11 a Susoiement issues Dy 1B 3Ner tne gale Of sush
notte MOGICINONS SNa! Detome eltestve uniess the Susiomer
fermmaies ths Agreement Of GSICRUNUES BNy RS3LIZEDR
kcenses betore the e“eztve c2't theredt. Othenmise. the
Agresment Of ANy SuDSIETMENT CaN ONlv De MOGieS Dy 3 wren
agreement tluty $1pned Dy DeTSONS AUThOnZeC 1D SION §3TeeMenty
or. benatt of the Customer ang IBM. snc vanance romatasaion
10 the terms ang congmons of ths Agreement ang sny
Sutowment n any Customer purthase Oroer Or Other wrrten
noiMhcaton will be of no ettect

1BM 8 not responsidie for tadure 10 fulfifl its odligations ynoes
this Agreement cue 10 C2uses Deyong s comMrol.

NO sCuOn, regarciess Of form. snsing out O N Agreement
be dbrougni by enner party 1) n the case of BN AZHON 3TSING O D
reach of 1he provisions Of Ine sesuon entitied “Protecuion ang
Sezunty of Licensed Program Maienais™ more than 3 years s
Such Cause Of sCuON Nas grisen. 2} the case Of 8N 410N 10
NORORYMENt. MOore INEN TwO years irom the gate the las: Daymen
was oue. 0f J) i the case 1 3Ny OIhe’ BCHLON, MOTe thar two yean
aner ihe cause of acuon has ansen.

Y;:e Agreement will be governed by the iaws of the State of Nev

THE CUSTOMER ACKMOWLEDGES THAT THE CUSTOME!
HAS READ TWIS AGREEMENY. UNDERSTANDS IT ANI
AGREES TO BE BOUND BY ITS TERMS AND CONDITIONS
FURTHER., THE CUSTOMER AGREES THAT THiIS AGREE
MENT AND ITS APPLICABLE SUPPLEMENTS ARE THE COW
PLETE AND EXCLUSIVE STATEMENT OF THE AGREEMEN
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nge

Aezmangt Momrey Riaintengece Thirge hased on he Mat
crone Geoun 102 Oerminel by MuiPyins 1he AGSheeg!
Montnty Mg Atengnce Crarpe Rate 100 the macthne oy the

—-wgonncadie Perceniapes tor the Opltionat Pencas of
‘g nange Senvice snown in the ExtiDd ASSuOn Mpnirsy
Ma:atenanze Charges wili commence upen the exmrat.on of
tne 1nig Fendr o hantenanie Senace oror theetipttive C2%e
ot the Uptonat Penpds Of MAINENENZ2 Service. wmchever s
iater The tniat Penos of Manienance Service commentes on

1~e Zay (MOnZay tnT o g0 Frisay 1olowing the Say INaT the P.an

{3 macrune s ansialieg as spesiied in the Section eattied
“InglaiAUOA.T 37T N2S 2 0U3LON 35 eSI2D)'Shel M writing By

1BM I the tnihai Feniog of Mainterance Senice expires o a
Foizay O SAIUrO3y 1 wiil De extenges Oy WS Cavs OF One Cav.
ressectively. §5 183 1he 12s? Oav Of suih indal Penoc of
pa:miemance Seevioe will De or 2 Suncay
1o Cusinmer recpeslt mANeNante senate tor 3 P2~ D
mas=nne 10 De De-s-mes 2l @ hme 2.'s:S¢ ne Pencas cf
Baaieaance Senze the service will be Drovides 191 3CSinongt
gharge BS OosInped in 1he SeIhon enuliRd Maintenance
Se~ice” .
Moninty charses 10r eath machung wil begn on ine Com.-
mencement Date 0! ns Lease Conract Penee of Extension or
Rentat Contrast Penos, uniess dinerwise soecHieg nihs Sezuon.

Meter Rezcmgs

BM will msiall g=g mamian s metery for Pan Aand Pan C
macnnes Foreasr Pian A masthing where regured ansforeasn

B

Pian C macrune. the Cusiomer agrees 10 furnisn 3 manthly repon

1= iIBM show:ng the mele re23ing as Of 1he close O 1he 'ast work
gay of each catensar maontn. The Tustamer agrees notto miertere
win e Proper COTALON Of INe Mmeters.

tncresses in Lesse Contract Penvod Monthly Charges

For eacn year of & Lease Comract Per:og for s mactune, begm-
nng win the Commenzeme=: Daie ges:gnetes m ine Susowe-
™ers. 172 IhereRe’ with e2sr Anniversaty Cile there wal de
maxmum Mty Lezse Crage (Upder Limn) St tatvear. The
Ucoer Lims 107 1ng firsT year of tne Lease Contrast Penos s

:sulzies Dy INSTeEs NG the ntat MomnivLease Srarge metient
19° 8 macnune 00 1ne Commancement Date sdesried in e Sup-
D:emeal Dy BN 3TOUNI wAIDT S Jerves Ty Munidiving 1he wata!
Momniy Lease Chasge Sy tne UToer Limn Percem soetiiedinine
Supoiement Tne Lizger Lt 107 eash sutteeding yes' 8
CA:2L:218T DV INSTR2SINS The USDer Limit 107 the Dreses:ng yes” Oy
87 ™MOuN: whish 18 Zgnves Dy mUTTTying ihe mmig Monthry
Lease Charge ov ine Usoer Limn Percent steciied mthe Sussie-
menl FOrthess CR'TUIZUDONS WNen § MBTTING DRSIMEs Sudiect1d
e Drovis:ons ©F 3 Lease Sontrast PencZ on of afier announce-
ment DUt Detore the etfestive Cate Of an INCTRRSE M Ihe Montnty
Lease Cha-ge suzh increzses Cnarge will be used a3 the mnial
Montniy Lease Chatge

For s maznine not ve: inssaties it the Cusiomer's wrnen oroer
for @ maznine N2s Seen receves Oy 18A IBMmaynotincrease ine
Morinty Lease Charge or Usoer Lirmit Percent uniess wnnen
nouce snall Rave deen grven 10 the Cusiome” 3t «east three montng
Detore the Cale 0! shipment in the event O! gush merease. the
Cusiomer may eiest 10 voiC the Oroer 107 Ihe §7elle0 Masnne
wifur GNe MOnth O ASNLCALOr Of SUCh ncrease by IBM.

For s maching which s insiaties (BM may increase the Monthty
Lerse Crasge uzon three MONINS Drior wrmien aotice Such
rcreases Mortiv Lezse Chasse wiil be ihe towes: of 1) the
Moniniy Rénta' Crarge generatly inefteCt 10r sush macrune onine
etlesiive Gate SDBCIHLEC 1N INE NOLice 2) the Montntly Lease Charge
genecatiy in gt1est 107 SUCH MAEZNINE ON ihe etleC ve Cate sDEChed
o the nouice 1or Cusiomers commencing 8 new Lease Contract
Perog with the same 8ase Term or 3) the Uoper Limitmn gtiect tOr
1hat year. anZ 10 the exient that gny increase exceeds the
aopucasie Upoer Lime the excess wiil auldomatically be etfestve
or ensuing Annversary Dates

21200

1FETD0S O MIMIENINCE SeT=— - Service. Or IBM M3y LAANQE N K3TRINE WIOUD O
ey @ UDON 15 QBVE DHNOT WHTHEN AOUCE 1O iBM_:-_-__.__..._:_qne Optiona! Peripas of Matenance Service -at 8
-Onuonal Eenoas of Mamntenance Servite are Sudest tc 2n

a fevture

$13TAL0N

ny {ume
__INTeE MOAINS DRID” wHllen D1 281D

Do wonen aouce 10 180 tRE Cutie
Croone »ensls 0 M'a. " enanll S, L8 GNEDeT Lot AUl e
O e SESTVE OBIE N’ INE MITEAS: 7 CRANAE (I netwase (Ne New
e Percentaaes Vaztmine Grour 0es 9nzhon ance Onnonat
Fe oy 0 Ma nenanie Senv-ze wia DEZOMS S 1eT Ve 2s SR ITied
Excen! 25 DrOvVied 1M this SeChOn ans in the Secuon entrtes
“Le2se COonract Peans Extensitn 31 INZUeRes in the Rtantouy
(ease Cnarge MTAm, Use Lma'38 R L8 Unie Lo P
cent will bezame etfective On ine Cale sDeCihes in the natice of
SuCh ingcrease

. t S e an

Increases in Rental Contract Penod Monthly Charges

For a macrune unler a3 Remial Contrazt Penos 134 =3y in-
cre2te the Mon™iy Rea's' Crarge AZamionai Use CTharge Rate or
Norirty Use Chasge Rale's) golr three mOmIng DHD whinen
nouze Trme Cusiomer ma. 2:5I00Rm0e a7y mat™ine g iuses in
g.InmCule TR nE gesuve 228 0 e 1

ngtes

C-22:8LSONONE T oniR s
or ot wunen Astze Otetwese e new Cherge 372 Rates wai
DeIsmie e'lellive 3% SDes1iel

N may inZrease tne AT2:ona MO~ hiv Maintenance Charge
Rzi2 or the Ferceniases ‘> Donucma Feioss o' Ma ~engnze
Service of 1SN mav change ne Mathine Group ces.znaton o
the Oouona: Pences ©f Manienanze Service. at any tme upoan
inree MONING Dridr writien AOLCE G tNe Customer U 15 Cays
D10t wr.ien nonce 10 (SN tne Cusiomer mav 0:1sI0nTALe any
Obouona! Ferogs o Mamenanze Service atiecies by sush nouce
on the elfective gate 01 the mcreae or change Otherwise. the new
Rata Percentages. Mactune Groud ses:gnaudn ane Opuonal
Per0Cs 0f Maintenance Service wil: Detome etiestive s specshied.
Mourty Service Charges

1BM 3 hourly sefvice fales anS minimurm Charges are sudjest 1o
change dy IBM without noucs. .

Destinstion Charges

All destinauOn CRaryes 107 €33N MATA:Ne MOTe' CONVETSION B
D2th oM ans T ces 3mates (BN 12208 anT vy
Tif3ng Sharpes wili Dé 22.2 By IV TLsidmer in 3220:5a~2e wiih
1Bl 1nen cuten: snizomg aRS Mg prattices Tne cos: of
12207 0r Cratmg NS uT ki3 s 2 Cusiomer exdesss ex:
wnen periormes &' an i3 icsaton.
Apphzadle Tazes

IN 20CHION 1O e CNA-ZES Cue unOe s Agreemen e Cyusio-
V7 R2°0eS IC S8V AIMOUCLS 2UR! 1T ANV 121€5 TeSLILNE oM g
Azreement. ©° any BIuviles DereunCeE” exlius.ve §' DODey
waes A0 taxes Dases on iEM s net income.

LEASE CONTRACT PERIOCD EXTENSION

Uniess Oing-wise soesihies in ine Sgadiement tne Cusiomer
rmav extend g Lease Comras: 2enoc 1o 3 masnine any numoe’ of
ey 1O ONe vear 3N0 ONE UMe 107 3 DeNnca o 1ess 1han One ver!.
Tne Commencement Date 0! 37 Extension wiil De 1ne Cav 1010w~
ing tne Exorration Date 0l tne Lease Coniract Penoc or Enension
then in eftest.

The charges ang te°ms 31C Cansiigns for the easuing
Extens:on may be changes Oy IBM DUl wih nO! De Eranges Dy
IBM trom the cate tNree MONINS 2ior 1o ine Commencement Date
o' such Extension througn s Exoiration Date. exces! as oo
szr:bes in tng Seston a~g exzedt inat i such Exirat.on Date s
sciusies as gescnoed in the Sesuion eninied “Macnine Moditics-
nzas T the cnarges gunng the a2 _si=ent Dends may be
nsreases Sy 1B i 222273aCe wilh 1ng USDe® Limit 27Ovisi0~s
cescrioes in the Seclons enities Tincreases in Lease Conirast
Penioc Montnty Charges™ ang “Purcnase Option ™ Prior to the
Expiration Cate ot 8 Lease Contrasi Fenoc or one-year Extens:on.,
1BM will provige the Cusiumer with writien notice of 3fl $uch
Charges anc lerms ang CONSIONS 107 Ihe ensuing Exiension

Cuning the Extension there will be an Upder Limnt The Uoper
Limi 1o the Extens:on 1§ C3ICUtaleC Dy ngreas.nC 1he niLial
Montniy Lease Charge in 2!1ect 10r amactune ontne Commence-
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%2 ment 127 INE MATNE TS T2AY MO UNgacT: ANg 1ea res NOY-ZE IC IBM o
T fRMNS 1S ST PIINCANE vt Ut SeLhiCA 19SS B0V ATDuCalve The Custome: g3°2es 1C sicep” ‘he TeI0OPE Dty 101 rmeRing
e e T N e St S L e e P T i s o ige-saiy s
~ o S === ;i%—ﬁ&%jm* c "' =i mslomasenesd
-~ peneratly .n entelt {Or the MBZRINE. NCIUOING NS MOOE! UDHTEIES AT SNIONI CHMGE=1NE CASIOMEr4uing $dees: oy om—

T Lfmmraan T

O, % OMOve &Ny
ANC fRTIUTES 1SS BNy FOONTADIE DUTCNASE ODUON-CTRGHE NO! 10 ——aTerILON-OF-SIACAMONI 313 10 res10re the mchm;o 1o its nam' L
———22CEeC AN ATOUNLDelE MG Dy MuiliDiyng Sulh DUICHESE — a1 /€0 CONBILIOR.BNOT 3T 115 1 .

g By INe M pmimyum Bucchase ATITUST Fecient ThRs Ranmygm
BLograss ACCrLd Peezem wai' D2 $0e2 000 ip 112 Sonmiemeny
Tne purgnise SILON Credits Are DeleTMINGS Dy MU.Diving
a) tne anouzane Mominy Lease Charpes paie unger ths
Agreement &y she Purchase Oplion Percent specitvec in the
atcucadie Suroiemen ana
L) asonzalie cmirget i a™v paT under otnes 1BAY pocea
ments Ty 1Ne DurCTase OCudh peICenis ARDUCADIE LNCe!
tn2se apreements
For purposes Of IMS £2°Cu1at0N the Deriod Sunng which monthly

charges mre ergrs'e 107 purChase OCLOR Cresns 1§ the penog____ CUSiS™er 15 restonsiple 101 remOving  CONtrowng

guting whiCh 1he malnune has Deen Contnulusly msiaites
£ig:01e moninily Charoes will DE ADDheZ N Ine orge’ I whiththiey
are Girs: nzurtes 3-Z S0 NOU INZwude ASZSmiona: Use Crarges,
Montniv Lise Charges Or AzI:iigna' Monihly Mantenanie
Charces

VWihe= g macshine cedces 10 De 1mtlalieg under his AQreemen:
2'1 purc=2se COUSN CTeSTS ATIT U NETRUNCE’ wilh 1RSI0 INa!
machne stal exsire.

For 3 machune whuth B mswited. IBM may incresse the
Purcrase Price siziec m the Sucoemen ImMmeliately unon
writien nouse. suo:est 10 Usoer Limns getermines mn the same
manner g3 10" NMonMty (ezse Cha 83 oesended o the
Seztions entities Tincrezse o Leass Comrast Pencs Momtmy
Charpes e~c “Lezse Comrazt Penss Extens:on.” The Purcrase

Ditin= Sermgm: 2m2 Maxrnym Pursmase AZSrus Percemiar g wa.

Cune win NSt De Cetreises ounng 2 uLeise Contract Penss.
Tne Coro=er mave-a21 12 SU7T2382 2 MRSUNE INSIALES UnIer
8 Rentzr Tomiwzs! Pense Sy exezuting 8 Sudpiement 1t Agree

ment to° Purcmzse o i3M! Mazunes Uoon redyes: from the-

Cusiz™e- 1EM wiii Qe e tNEN A2DHIEE DUCHASE DIise 17
SUCH rAsTune MECiyc:NG 8 MSIei USSTE3ES INC fedtlures. 25 0 8
Soesris moNIN N2 8 N0 MOre tNan three MONIMS irom the Cate of
the reJuest

SHIPMENT

1BM azrees 12 s2hecuie €22 mpzame for shioment n a2cors-
aNCe wrin ISV § 2ZDuTITIe STIDMEN! SECUENCE N2 wili SORirMIN
wnlng §ns BTens §s necessary tne Cusiomer s schegule. Prioe
12sn2menl (SN wils Maxe reasdNadie SCSOMMOCILONIC & O2iay
requesies oy tne Cusiomer.

PROGRAMMING ’

Tne term. "2 o3 amming” 2S uses in thig Agreement shall mean
sUCh DroFraTMMns S (BN mav maxe generailv avaiadie irom
Lme 10 Lime witnOJt SeS8131e CRaTJe. 10f MAshINes Of the tyDes
oroeres Dy 1ne Cusisme’ unge’ tis Agreement IBM wall furmign
S$UCh D105 BMMING 25 M3y De recuesies Dy the Cusiomer.

The 1erm “prog amming services sha'l Mean such sevices as
1I2M mav penerdiy Mave B uadie without separaie charge n
CONNEIHSA wilh D723 aming (SN wili gelermune the program-
ming servizes avaad:e 3NC thewr QUTALON.

The terms "procramming” 3AC TPrORrAMMING services” 00 not
inciuce 1IEM DrO3"ams 31C services thal are svadadie 107 a
seD8rae Cha‘ge Df whiCh are offerel under separate wrnten
sgreements

ALTERATIONS AND ATTACHMENTS

Ar guergnor 15 OeNeT 83 gny change 1o an IBM machune
which oeviaies from iB'2 S PNysiCal, MmeChanica! Of qiectrical
P 3t W Lo P

— . oo

AL A 13 1e1wrRlc 18N o0 upon nonze rom
184 1Ry Ihe BTPTANOR CF AT Ament cresies BTOTRATNS o
TenJers MaMendale 0 1 mashune iMp RCL.zg! !
MAINTENANCE SERVICE

I8N Wil £rIvIOe MIINIETRNTE S2VICE 10 KEP~ #32h Ma=hine in
Of TE31078 N 10 GOOS WOIAING O70CT KRG witi Mane ah nezessary
8diusiments. reDaIrS Anc Da7s reniazemenis Tne Customer
A2TEES 1L DO BRUILN tree ANC 3dte 32Tetsp e mashines 10

TTTTTOVCSE marietance service The Cusiomer iy ressonsinte 10

IMDeTent ALptoonale salejsarcas tor Cusiomers caa The
'3 BNC repuasing
07 Te:VAC"E TUNESTOTA MY T-ITeThachines 4BM will gervice
MITHINES TONIBINING 'UNEY ONlv when tNe cash Lontginer carnot
be coener OnoT o "ena r Oy IEM in wrigh case tne Cusiomer wiil
femove e funcs a3 SZ3N as the C2-1a:ne’ Nas Deen goenes
Tre Ocsudnal Periozs of Mairte~ance Se~vice for 8 Pan D
Taihine o Moncav tnroucnh FrZav must ncigge the Base
Pessz o' Maintena~ce Sesvice 23 mus! De the same
Conselutive Nours e3arn cav. ar: the Opusna. Penoz on

Purcr2se oohion cresns otrue ndwvidua'ly for sach methine, 1Jraay of Suncay muJst e ine same conseculive Nours on all
. monel uas-ate 3~ 102t re PurChase 0SuONCreSNs 2le notttans.  D2IUTIaNS or Sungavs.
feradie 10 ciner Cusicmers 57 Delween masrunes, Of among a It the Cusicmer rezues! ma-nienance se~vice for a Plian D
machune s mose's s lealures. mathine 10 be performec B! 3 LmMe oOulside the Penoss of
For a mazhine not ye: mstalies. if the Cusiomers wrnenproer  3Wnienance Service. the sece. nclucing trave! ang waiting
1or the mzzmune Nas Deen receves by IS Dricr 10 Ihe Bnnpunce- e Wil De furnrshed uncer this Agreement at 1BM's then
ment of 3 Purchzse Pnce increase of 3 gecrease in Purchase  2DPhCadie hourly servile rales anc minimym, Sharges, ans vave!
o Option Percent or Maxsmum Purchase Acerug! Percent, IBMmgy  ExDense. Nowever, there wiil De RO 330iILONB! Charge Tor main-
v not INCTE2SE SUSh Price NCY aecrezse sush Peccents uniess wrr.  ENANCE Dans.
¢ ten nouce shall have Deen grven 10 the Cusiomer 8l leas: three ' TRAVEL EXPENSE
— montns D£:Ore the cate of shpment.

Excest 23 provises 100 Plan O machunes m the Secion gminied
Mantenance Service.” there will be no cnarge 1of iravel ex-
pense 233002e0 with mantengnce sermce Of programming
sevice under this Agreement excest that astual iravei exdense
will De Charged when the 3¢ 8t which the mactune s iocsied 1) s ¢
within the Contguous Siates ang 18 normally mascessidie bv doin
Frvale 3UOMAdue 31T SSheduied DUDKS 1r3NS22M1aLoN, O 2) 18
outsiCe the LONUZUdUY Sizies ant 5 NOMMally INBCTESNIDIE Dy —
Drivaie Um0,

SZRVICES FOR ADDITIONAL CHARSE

Tre Caxtsmer agtees 1T D2y, 4t 1BV 3 then anpheadie hourly
SEAVITE 7228 ANT MINiIMurr CNETPES Da~s 873 MAtena! pnces ans
rave: exdense. alt Charges 107 serwces a3 1 Day tor 1083 of of
camaae 1 8 Masrune Causes Dy 1) use of Ihe Mmashune for
PUTSTseS Oiner than 10r which gesigned 2) slieratons and
ABINMENTI Of 31 vansalism Of DuTGiary 0! MASNINES 0eSICNe0L0—
coman fungs. The Cusiomer a's> s3rees 1C Day. 81 IBM's then
25DuZADIe NOUrly SerVICE F8ieS ANG MuMIMUmM CRATHES. DAns 3N
maenai pnces gnd travel exdense. 3!l chasQes for service 1or
aczessonies. ang for recair of Camage. rediasemen 01 Das (Cue
10 Siher than NOMAa! wear) Of repeltve service CBNS Caused Dy
the use of sudpiwes.

All services (including dut not limned to services relatng 1o
Pre-ingialiaucn pigning INsDestons. fe'oCauON Of macnines.
engineerning changes ans afteres programmmg) which may de
m3ge avauadie by iBM 10 the Cusiomer with Or without sesarate
Charge. i CconnecHOn with any mashines Of Drogramming
$UOD IS under this AGreement sNati de sudyes! 10 the 1ermg ang
CONCILONS Of 1hig Agreement uniess Such services are droviged

Ug&ﬂ another wnnien ajreement signed dy the Customer anz
1 .

+ ADDITIONAL PRODUCTS AND SERVICES

In agoion 10 the macnines HroQramming and sewces
proviced yrcer thus Agreement, 1BV oters Oiner procuc's a~3
services 81 separale charges under adpucadie writen 1BM
agreements 1BM gng tne Cusiomer agree 1R3! SUSH Progusis angd
services cannotl be the subiect O an Cral aGreement The
Customer may contract witn {BM 1or any $uCh Drosucls o
sennces as avaiadle DUl Only yngerine 1grms aNC CONCILONS Of &
writien sgreement signed by the Cusiomer ang IBM.
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v S DU I ASRILAT RN N RET T o om L lair et T T R o R P
: e ROLZe 37027 37 EX1END~ NI M {OMMEnZe w Hor tRrpe YD Lo
== CECETSNE L L AL L il A i 0ok i AL S S INECUS ITNERATUNAR EDGE THAT.TWNE CUSTOMER
— I il A S
QI e AQTEETICT O 8Ny SuDPHMIINS LT

- AL IRC Oy T GRITFER TR CEE 107 Ao RS TRt R s arces
~—=g-wrilien agreement duly 3:9ne0 Dy Persons authorzed 10 sign __MENT AND ITS APPLICABLE SUPPLEMENTS AND EXMIBITS ~™
T esreamenis. or behail ol ing C.5iomer §nc 188 973 vatante —ARE THE COMPLETE 4150 EXCLUSIVE STATEMENT OF THE ——

e the terms 30D CONGAONS O 1S Agreement and anv Sundie-——ASREEMENT-BETWEEN THE PARTIES. SUBERSEDING ALl ——
weaty it any CuS10met 0700 Of 210€° wLIEAASLICE e €8 PROSISAL ‘

AT AROR- L X

(el

L€
1D etelt

1BM 18 ASY rRIDONSIDie 1Or tariure 10 tuthll s CTihgatons unoer
s AQreement Cue 10 CaUSES DeyONnd s CONUO!

S OB PEIDR AGRITIENTSE GEAL OB WOITTEN
END ALl TOTHER CONMULICATIONS DITWEEN TNE

PARTIES RELATING TO Tnt SUBJECT WATTER OF THIS
ASREEMENT.

Agreement for Hourty IBM Machine Service

internauiora’ Susiness Mazhines Cop

1%

(2125-2626-00) .

o-anor BN Dy ils asresiance o' thig Agree et asrees iz ‘e st 3ngc the Cusicmer a3rees 10
2TIED! ON Ihe tONOWING teTrs ARS COND.LONS MUty BV Matnine Servize a0 an 1BY Fazuty tor 202273 tesung ang

-

S Ciaer alivities,
INCIUGING SONvers:on Sellty te 3'e0 1T Brogram tesurg HMoutty 18R Nazhne Seevice 1§ o= 2052l O 1NE 3vanaditty a~e use of

masmnes 20z prozeams (asouzaze Svsie™ o0 Pregzramming anIcena notenses Prosp= O

oy the Cusiomer gnz 134 i ine 8 Faguilv,

TERM

This Agreement s e'fective from the Gate 1118 astedte by IBM
27 shal remain 0 torse gt e Mungles Sy the TusioTer upon
OnNe MOAIN S DNO! wntien notle ©F By IEM uZon inree moning’
orior wnitten notice The avauadiity 01 machunes ans Drograms
may de mo2:iies or wrminates Dy |BM ubcn one montn s nouce.
USE
- The serwice furnished under this Agreement shalt be used
extiusvery Dy the Customer for program lesufnig 8ng Tiner
sctvires. inciuding  CoNvermion. CireClly reiated 1o program
testng. Trus MIiuces IESLNG BItviies 2550C:81eC with enher 1BM
furtushes or Cusiomer furnishes programs. The Customer
redresents 1o ISM that he s currently Or DrosDectively & user of
1BM Droousts. 878 wili not use the sermce Deng furmishet unser
Mus Agreement exCED! IN EONUNCHON with the Lusiomers use Of
prospeciive use of susn 18M prosutts.

CHARGES

The Cusiomer 237¢es 10 Dav Crarges for Hourly 1BM MaZfing P erses:

Sernce i 822330 witn 181 § esiaDusnes rates in etlell when
he service ¢ rengeres. All Charpes gre sudiett 10 Chlnge ¥pon
hree MennNs nelice.

Charges accrue wnen the sesvice is svadadble for tnhe
Customers use 2s 23ree2 uTon Dy the Cusiomer ans BV athe
1IBM Faciity, Charges wiii De mMvOiCed monthly for semtes
rengeTes ANC 37e DAYADIE ON resedt 0! voKe.

There snall De aSces 1C any CNI“ges under Wi Ajreenent
SMOounts eCus! 1IC any ASDLIEIDIE tazes however Cesgaaied.
Ievies O D2tes ON SUST S8 Fes Or Oon thig Agreement Of the
services renderel NEteUNCe’ Of ON e MaCtungs ans DrosrAMms
Of therr yse. MCIUSING $1ate NS 10A1 Drivilege Of exCise Wixes
DASEC ON Gross revenue NS anvi2xes Of AMOUNIS In heu theredt
£a:C Or pavadie Dy IBM. in ressect 0° the foregoing. exciusive of
persona: propeny 12xes 833€358C ON the Masnunes oF Oj7aMS
310 121835 Dasel ON Net income

STORAGE MEDIA AND SUPPLIES

Excent 107 $107age Meca NESESSary 107 the avasladility and use
of IBM furnishes Drograms anc incigentdt consumpnton of pader
formg gng £arss yuihized Bi SUDDLES. MAIENAlS ang Sther sIorage
media recuired Dy the Cusiomer 10 use the mazhines must dDe
furnishec by the Cusiomer 812 Must meet 1BM sdecications

MAINTENANCE 7
IBM s=ai nave full ang free pccess 1o the mashunes ang
DYOQVth for mainienance purposeEs. Chllgts {or any

- geeey

SUTISI A3 MUiLatiy agTees LSON

B2usiTEens  CoMoonent redi2iements Or renairs cue 10 the

necagence ! ine Cusic™e v D2 Sorne by ine Cusinmer,
Wnen matnines Of 20237278 3t ynavauatie gunng the

Cusiomer s scheduies NOUTS Sue 10 require3 Mamntenance sucn

ume wiil be resznesues as Mutuatly ajTeed udOn by the
Custiomer snc 18M.

GENERAL

Tne Customer is solety responsibie for the satunaty and
sdecuacy O! all programming used in conneson with the
macshnes N SDRrANON 0! 1he MaZNes whE 1he MaShunes are
stneguted 107 the Cusiomer s exsiusve use. ang the resuftant out-
put thereot. (BM stsumes no resoons:Dality tor 0SS OF sesunty of
Customer cai:a or recorcs. Programs tumnished by I2M are
prowwoed for the Custiomers use st the 1BM Facity. The
Customer a3rees not 10 CO2y BNy SUCH BrOZTRMS fOr USe DutsICe
of the 1B Fatuty ot remove any sush Drograms from IBMs

B MAKES ND WARRANTIES EXPRISS OR IMPLIED,
INCLUDING 8UT NOT LIUTED TO. THE IMPLIED WAR.
RANTIES OF MERCHMANTABILITY AND FITNESS FOR A
PARTICULAR PURPDSE. 15! wiilt nOt De uaDie 10 10%: droins.
for sy ciam ganst e Cusismer By 37y 01 P21y, Of tor
consecuential camazes even if IEM has deen jOwvises of the
poss:Duity Of suSh Gamages. IBM snal no! De hadie tor taiiure 10
maxe moutly 1BM Mathine Service 3vs.adie Cue 1D Causes
deyons 18BM s control. No acudn. regardiess of form. arsing ot
of the ransasuons unoer this Agreement. may De Brouzht Dy
eher Ca7y more than one yedr 3fter the cause of acucn has
accrued. excep! that an achon {Or NONDEY™ENt May De drougnt
wilfun ONe yed’ Bfter the Ca'e of last payment.

The terms of thig Agreement may be mocitie? by IBM uson
three MONINS’ writien nouce 10 the Cusiomer. The Cusiome: may
exercise the Cusiomers ngnt 10 terringle. otherwise, Susn
mogiLicaton shall Desome enestive.

This Agreement snall be povernes v the laws of the Siate of
New YOrs ang consinytes the enlre §3reement Detween he
Customer angd IBM with respect 10 Houtly 13M Mashune Service.

The foregoing terms snG CONSILONS $18i Drevas AOIwItASIANING |

the terms O! 3nv oroe’ SUDMINes Dy the Customer with respect 1o
Hourly iBM Machine Service.

THE CUSTOMER ACKNOWLEDGES THAT WKE KAS READ
THIS AGREEMENT UNDERSTANDSIT AND AGREES TO ALL
TERMS AND CONDITIONS STATED HEREIN.

Pewe o™ s o™
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Mr, Georpe Berder, Presiden:t
5.B. Lo=ovier Services, Inc. -
® O. Huﬂ R,

we £Te T.empsed t> sivise vou thet we have munuuan( vour
zoplizetion fzr & 5<80,000 lcen subjezt 2o ell cf the terss
gnd gonfitiong which fcliliow herein, For osimziizicty, Sovren
Zank, N.&. will be referred tz as the "Tank', vev &s "Izcrower”
- and the mnunmuwum lcen &s nwn,:vumn: end the hereinzizer men-
” cicned sezurity &s the "Security Prioperzy'i.
=on receipt c¢f your aczepiance of our zommitment, we will
. "thexn undwmn <he ctlosing aticIney 1o TTepere the itan inmstTumenzs.

¢ we appreciate the copporiunity to serve you.  If vou have
&ny guesticns Telating 1o this coamitment, plezse contact us.

—_ TZRMS

- BOEROWEIR
5.8, Computer Servizes, Inc.

AMOTET CF 1LOAN -
i §.82,000 ez 33% ¢f the purchase price, whichever is less
- ~PURICS .
- Purchase 2a I.B.M. Syste=-38 cozputer end relasted eguipment

TXDORSIRS CR GUARARTORS-
None

M’\-ad'-‘(‘

|((nu’ - &

- Purchase money nnnruwnw interest in the I.B.¥. System 3B
notu:.oq gnd Telated onrwvgnn'.

- 15T Securicy interest in 81l cother corporate assets including
but not wvnnnua to accounsts reseivadle, inventory, fu
£ixzures, eguipment, coniraz:s, coniract Tighis, and general
inzangidles.

- Assignmant cf leese,

Sovorun s NA. ¢ Luse Lo
-’l’ppg s tanac. Vorreae 2030
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36 Menthly pavments to-$rinzipal cf ST I3TTEITE ezery AWinteresft::::l
- = - : 2 A e e LT
beg. ninf 30 Cévs froT the dete cl ihe note, e

‘ngOu-v

N oA - .

3 Years frem 2he dste ©f the note. i
x -v-—‘y\* cT C?'S e e e,

None without pricr Benk spprove..

@ g - F - T e
Jto‘o-

-t .--...-. . e e
Sovran Zank's prime rvete es it Is snncunced from tize to time
pivs L. Interest shall be charged &l ceicuizted on & 350-
¢ay vecr fazicr ecpliied to actual Savs, &nd sha.l te pavalie
monthiy.

B PAYTI AND PLACI CF FaYMINT
Sovrern tank, K.A., Revicik, Virginis

N » C'..u ¢I\u ‘..avl‘J\-‘

e J. Raandy Ferbes, Esq.

o i - -

’ BIOUIZIMENTS - :

SN :

. Pricr 2o the disbursenens ¢f any.portion of <he Lsan

sroceeds, Borcower shall have satisfiied cozmpletely ihe follovw-
- ing documenzazion Tequirenents 2nd cther conditions 2s liszed:

“ ROTT
The Lzan is T3 be evidenced by 2 note cf <he Borrowver &nd sezured
by & fizst sesurtity interest on the Security Property, the sib-
. stsnze o each e which Is subiect o approvel by the Zank.

N DIMAND DIZPOSIT BALANCE R.QU:R: vy
G.E. Cozputer Services, Inc., anéd its 25fil2azes will peint Tain,
in the ag;*g;::e,.dtt;ng the dureticn ¢f <he loan, averzge monthl
net free collezted balances of S¢> 020 {n their none interes:
bearing check-ug accounts &< Sevran Fink, N.,A. Any deficiency
wiil zesult &n the requ rement ¢f a céizect pavme". ty the Cozpany
o the Bank s&nnuaily cf an amount esuel 0 205 ¢f the deficiency
in the everage net ITee collested balnnces. A montinly statement
cf{ dezand depcesit analysis and se-v e charges will be provided
by Sovraa Bsnk, N.A.
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Vee s -~ - .S N
Sztoder 3, 1385

- -
antentetl 3 San

o T

e : ST

s

“he Eor
covengais’ te

1. The
8) The Company is duly crganized ent exisling undey i
T ~he laws cf the S:ate ¢l Virg:inia.
%) No lizizztion is now pencing, ¢T so far es known
+» any cf =ne Compeny cifizers, tnreatensd against
~=e CoTDanY.
c) The executicn cf this azgreesment anct i the ncte
. evicencing ihe Lcan have deen culy euihtrized by
crescluticns ¢uly adoptesd by the Boazc ol Direzicrs
of he Company.
!
o~ ¢) There is no provision of the Company charier o
~ I o “bylaws or cf any sgreement entered into by the
b Company which will be contravened by the execution,
~ delivery, or perforzance by the Compeny of this
agTreement.
e¢) Ko msrcgage, tledge, lien or ciher encuzbrancze of
T gny kind now exists against any cf the essets of
the Cozpeny other than ey sestrity<or-s—ioens
~

S> long es any part cf the loan remains unpais,
she Cozpsny covengnts and agrees that it will:
1. Furrn

sh the Bank with finanzial szatements
within

i

15 davs—Scilowing the end cf each month

and wiskin 120 cays afier the close cof each fiscal
vear whizh shall be certified es o their asccuTacy

by the Chief Finmancial Cificer ¢f the Berrower.

—he fimancisl statements shall contain a balance
sheet, intcme s:atement and ctiher financiel infor-
cetion veasonadbly required by the Bank.

; 2. TFurnish o the Bank any other information
| respecting the business and operations ¢t the
| Company es

the Bank may reasonadly request.

(R
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e = Someeas o ‘:.‘“u-m.*.iw = ————
- A .aintz‘n -adeguate 4ﬂsn:;qce_pimzhe Types custond““““"
bfinu
rrilycerried-in-the business of ihe ~‘.£f13~ ity —
::;r::r;s:t Jees sevaeble clrvse in feve T the
Bank; 1f a1 any 1ime the Ebann deens s:;h LNSUTENS
inasecuate erther &8s T2 a~ount or types cof caverage““
: in such vesgezts &s the bank may recuire, &nd furihers
uson the Eenki's Tezuest. five the Eznmk osuch in.b'-
maTisn or certifizetes me the -DEnx MmEY CESLTe in
respecs of &ny cf such insurance.
. A ——
4. tav and discherge vhen €ue 2., tIzxes, tnaTges
&nd cleims imposed upon ¢ assessed afeinst Lt of
avy ¢f iis properiy erviett LT lnstenges where ine
rz.ifi=y or the smounmt therezd s being contested
2 A £ mnem mee pemmmameszen “gr2" ceacpacina
- ED"“‘ - Be wis -0 E—r-----é-e .éﬁc. r.v—----;.bs.
T, Mzimtzin a positive net woTin.
g) So leng es any pert of the Loan remains unpaid,
d the Company ctoven "-s end agrees that they will
- . net, without p:ic: wTitten tonsent ¢ the banicg

1. Purchese o7 redeen any cf their

own swotk,

declizre cr pey &ny cividend, or mzke &nyY cther
distridution of property in respect ¢ the Company

stocks

2. Fleige, moripage, enzuzder,

tease ¢ sell

{exze2% in the ecrdiinaTy :*“‘:: cZ business &n

- -

tnier this ag*eewent) ey cf ir sssets withe

‘ -
cus censent ¢f ¢

st be ynreseson ::.

o _ 3, Ccesze, incur
except in the o*ﬁ.u;‘y ceurse cf b

V:::ht&&;

4, Be a _pesty o any me*gg* ez X3

sell er ans‘e' 211 cr sudbstantis

Preperty :o ary percssn, firm e corT

o"’ the consent f the Bank, which
T be uu.ensonl Ay wicthheld;

3. Hakg any lo2a to any perscn, fi
excest 4n the ordinary course ¢f h
20 thei° mplovees, cffizers, cive
holicers;

he Bank, whizh consens

©T assume any cther

snhall

"dz cedness

w e
“

ine

o=

Ta
cenisen

es coTporation,
business, ©T
s, ocr siock=~ .
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 CONTINGEINCY -
Inis commitment is ::n:i:ge:: (3-1-4 :he Eank s Teze
of the forz and u“s Tanse c- 2il consracts between

L 2

seme

- - T
— = S gt
- - PR - -“&»w‘
€. Acsute, furTEntee—endorse—or-othervise become — T
Jigtie on tne czligeiicne of eny prrscn, finnoev
~~COTDOTEIION: EXTEDI TY enicrsement, ¥ the puTpDse
of ¢iszount o czilesticn, cf netes oo ciher imsiTu-
ments veceivesd by the Letpany from customers (n
" e The CTSineIy TOUISE CI IntLlT Tusinets
e — 2. LCeuse or perzit &ny m&jitT thange In the (ompany
management;
B, Mzke expendicures f:r fixed gssets Turshases
where trafics gné non-zesn cutlavs ere wnsuifizient
1o seTrviie exisTing EnZ cT-oyectel Zed:i,
L UTEORITY T2 BIRROK
Sorcower shz.l furnish 1o the Zenk Its Corococrete Zorrowing reso-
ivzien (zhe sanx stancaré form oo ciner resciutien in ferm and
substance accestatle o the EBank) and sicepletie evidence that
Borsower is a corpsraticn in good staaling.

.-: 2nd 2pproval
the Barrower

and any ovgenizaticn providing 2% cr mere cf the projected revenue
2o <he Cozpany é"'lﬁ; the tern of the lean. 1f, in i:s scle detecs-

n-ua..-:, he Zank finds gny aspect i these conz
and the uvnzseptetie zspest is not corrected o ih
cf the Zank, the Zank snail have the right 1o tecc

o eofhiin ww

coczitoent and shalli have no Justher ciligatica he

oo

oD e A - oy "-
C.t-:’. D\I\-bg— -

Berrover sh2ll furnish such other inssruments, do:

.. W

sinions ané/ct sssurances 25 the Eink may Teascn

laa

ragts unacceptable
e satisfectien
ingte this
Teunier,

umeﬂ s,
Teguire.

APPROVAL CF LOAN DTIUMINT ATZS& AKD TIZIS AND TYPINSZS )

The lean shell de made without 225t to the Bank.

U.’ - -

pay 2.1 costs and ex:e:ses ia:ur:ed in cennesti

ves

lcan whether o2 nct the Lcan is clesed, including,

Bocrrover shall

n wizh this

bue nos

lizized 0 legel fees. ALl Teguisite Lcan doctunments and relate
{inszruments shell, n' <he O;ti:ﬂ c‘ whe Bank, be subcitced 0

the Bank's aticrney fcr veview and arpre

e e

cproval, 2nd by the azceptance
cf this comzitment as hereinafier se: fcrih, Borrower shall be
deemed 20 have expressiy agTeed to pay a.l legal fees i{nzurved

by the Eenk ir ccnnection thervevizh,
2

-
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T FIPRESENTATIONS TFBOFROWER

Y

be in writing

EXPIBATION OF
e T0 cause thi
—— . __be cticsed and
~ Novemder 30,
writing &nd si
st

Tne Eank mzy

B

e)

nny cother

the Secusi
Tepayzent cs

: TIRMINATION COF

The veiidity ef thir sommitment ls subiers o the scszusceoy
cf 81l information, represcniEtions &nC nateriel sucziiied
with, &nd in suppert ci, borrower's &pplicaiicn for che Loah s
In the event the Benk determines thzt any i{nfcrmaticn eor -
repTesentaiicns contianed in the Loan sTolizziicn rre art
nccurate or correct, the E:ﬁk“}hali“heve"the-r;;ht e
terminate this commitment, whereupsn the Eank shall have
rno fuszher cbligeticons hereunder., — - e
ASSIGNMINT TR MITZITICATICR
Neizher this commitment nor the Loan zéen be mofillel cor
essizned without pricr written geonsent ol the fank.

A

. CCITTANCT CF TEIS JOMMITMIRT

In order fer this comTitment o remein effective, the cep-

~ ~ tance copy of this commitment must De exezuted by Escrower

~— - ... snd returned 0 the Bank 2t P.0. Box 13231, Chesapeske, Virginia
. - 23320 onor befcre-the ex;:.:v..mn c‘ _ten (10) days f:o:: the
k ¢ate hereof. Any extensicn of such time Icr acceptanze must

and signed by zhe Eaz . i}

L1 .

COMMITMINT

coazitment o remsin in effecz, the loan zus:
<he Bank wust isdurse Loan proceed
9.:. &nd enyextensicn ¢
gned by the Bank.

el me ®
Poeawe -

ush daze muss De

< -
- e

COMMITMINT

terzinate this commitment

hY

Any material a2dverse change shall ocscur with respecs
<o the Se*;"'i Proper

Ty, Bsrrover, coT wit
person or entity connected with the icgn cf
Property for the Lecan er cther source ¢f
the lLoan &t eny time pricr 0 the cliesing

Tespes: 12

.O .HE Uu‘n:

T e — t——— g~ ———. . oo,

X
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ZnzicsueTe

~he uniecsignes

- snd the tecss, zﬁc ':quzremea-s hevein se
20 be bounc theredy.

scesss the foregoi
ce

D —————— D S
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WHIDLD, wie Borrower is aesirous of malun: 8 wersain oan

fram bie Lemdr erd has alisd tr the Landsr for mndy 8 loan, -0

o me— - T - T T sy

- \ _ —
WITIAT, the Lenaer is azremile 1D maxe FiE Todn BBR the

1, T EBorrower atrees L) ke and the Lender a_c:e'es w
~ i rake, (subject zuchg other wnings, t© thic Agrestess) a lcan .o
© the princigal momt of the lesser o S480,000.00 or 60k cf tht
purctiase price a~ estatlished ty mid imvoioes ;xeqe.z:eé to the

. . Lender of ejuipmert to be purchzsed by the Borrower to to an Pl

Sysver li (mpxeer 2o reiated enuiprent, This loan saaii be
hereinaf:cc referred to 2s the "Luen", The loan g2 e

o advancet oy Lic LendEr &3 zaz.':zs:ed Oy the Borrower on

~ _— verification to the Lender hy the Borrower o the mid ivoices ™
descrized atove. ‘:ht.-—;an shall bear irterest Iram the @=c oo
each cdvance at the rate of the Borrower's wine rate plus o

. half percent, Interest shall be charged and claletes on tne

360 dxy yec- facier 2pplied to actuzl days and ghall be pevable
monthly. The Loan shall be evidenced by a certain pramissory

mote in te form satisfactor; o the lender pevalie 0 the Lender

.

or order, and shall be aea.red v a security agw eeme':t and
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T AVentony st ey TIXCTres R U INENT, ontrastsyTontracy

Ay

e
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rights, and Quersl TmangSI ol el |
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5. porrower and its afiiliates wili maimma
aggregete, GuIing e qiratisn CL T LN, Fveredr muniiay i

e cclleced delances cf S,d,xl, 33 L WhElr rereinters

hearirg checkiny atomnt &t sovran Bank, NAG A celicienty

. Y . - N ~ S -

Wil reswlt i wne reguire ent ol o2 LieXT TEent O e

- - b - AR s - - - -
srrower t© the Lender amuilly ©f 2n @t epial L0 Do

Gsficie.y in e averide e lree ccllemes ianoes. A aacnuLy
satenem o Gemand epsit amalyels & d service haress will L

orovided by iender,

3, Tue Borrower hereyr makes the Itllowing covenanis o 2

Lender a=d the Borrower reyresents ant warrants as falloms:

a. ™he Borrower is duly crianizec and exdisting Pale 14

the

1ave ¢ e State of Virginia. T
s

s, :'o lizigazion is row pending CI ls Known oy of i
Borrower's cfficers, threazencd axminst the 3orrower.
c. T™e exe=w=ion ¢f this Acreenerxdti-the rcoe

evidencing the lcan have been duy awthorized by resclutions oo
adocted by the Boarc of Directors of the Borzower,

4. mere is no provision of the Borrower's darzer or oy-idas
or & a7, ouher agreement emered {mo Iy the Bocrowss which vi'l

be contravened by the exection, delivery, or performance ty the

Borrower c£ this -AzToement.
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S amy part o0 .8 AORL TEalns nzaid, _the 5

Borrower coverants and ajiees thol it wiil:

i, uradct the Boarrower wivh fimansizl statenen

*»-‘

within tifteen cevs fciiowine the end ©f each month and withye

LA e ————

120 davs adter tre Ziose of axzh fiscal vear whum

~ -t - -

ceified 28 o2 their accuragy b the Shief il ancial cffir ~
- - = -
=@ Borrawps. e flmangial satatent e m

ii, Duornish to the Lender ey cther i~formatian

respecting the business and operztians of the Ecrrower as the

-

lender may reascmably reguest,

—y

iii, Maintain adequaie insuwrance of the tyzes

c._;::r..-_ﬂ\ carzied in the “uciness of the borrower, wi

agororoiate icss peratle clause in favor of the lendger, If at
zny time the lender G Such insuwrance iracdajuate, either ar ¢
anount or types of SCcverage borrower shall provide u..u.ma in
;u&~ respec:s &s the Lorder may reasonahly [quire' and ‘"”hex
upon the Lender's reguest, give the Lender such irformation or
wrtificates as the Lendr may desire of aw sach insurance.

ive Ty and discar when die all taxes, charges, and
clairs impesed 1oon or assessed aqinst (% or ay of its premerty
except in instances where the validity of the amount therect ‘5
being contested in good f2ith by appropriate legl proceedings! :

v. Maimtain & positive net worth,
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a::nsenr.g“ e — =~ —_— g |
S TS R e e e =
- - = o3 - purcacest—reaematOf-its own moov, dare 12 T =
oy aw c..\'ux'xc, or MiAe an; Cunel WSITIiXtiwn Ll piCpeIT, u
raspect o t:;e Bcr.':ue:'s ey STOTK WiTRDUL the writien
—pemmission of the Lender;
————— 4] Slekee, LTLA0e,  ENATXI, eS8 of sel loxsers
{1 tre wrdirery course of Mutimers 3.6 Sther Uis agreenent) i
o, their agfess witt oot STRSETT ¢l w.e lender, whoon oohsenn
gna)l not be mressrail: w.thneld:
:NT\ - ]
1ii, Cre2te, incur, €I &E5ae any Ciner Lnletlews.ls
1 e ca=x in the ordrary Sourst o viness:

T T e . ' iy, Be 2 party to L7y merger, cocnsclidaticn, cr sal:

N j ¢ toansier all or sutstarsiaily 211, cf its property, o o

— puscn, fimm or ccooration without the consent o the Lender,

wich cinsest shall not be mreasomally w withheld;

o . Vake &w loen to ry Ferscn, {imm or crpraui, .
: eicepx in the crdirary cousse X Dusiress, ¢ W0 the esplovisl,

[

o c.€icers, directors of s.oskholders:

A

. wi. Assuve, guarantee, enccise, oherwise be==.2

liatle in the oxlizaticn ¢ 2 poIsOn, fimm, o7 corpraticn;
ezcex by endrsemant, for the purpose of disount o clieTicr,
¢ roctes oI cuer inFImeTs received by the Borrower frun
. ’ cissomess in the ordinany course of their tusiress.
vii. Cause or permit a7y mejor change in the

.

Borrower's nanagele.; ?




.

_wiere  prulils

B Tr————

Attachment #12
‘page 61 of 76

L.a

= sasens st - [eyergyey —— - “— P —— e —_— - e
[y RS - — T e i o+ o st
S At o et . - - - -
= Em T P e
ot L S
o bp————in. .
- pr——

T e e i S T

\

Z.—1In the we"' of pry dcfailt by the Berrowe’r“z’ﬁ‘the

|
o perioTTanw o an of W temms el ondiiioan I ISP TE e -
cne Lender shal) love mo ehligsiion to mare ary furiner avenw:
c the T.orower if oozt of e leen 23:anced 1o e
Poriower o hal boome (8 ani mEale 3t the rion of e
Cesders Drovidka, newver, et in the evert of s eefamt,
lencer ©2s make advinlys U € BoITOWEr wiLNIST Lolng clliuslo.
t0 fak2 a7, CInfT ENANTL.
NS S, Tu2 meruiss EXoTEEly 23Tst W 2. o2l o oW werms
asd oondotiony of noocursmin setter oo cotmicrernt deted Octoker I,
N ! 1985, Sxoween the borrwwer end wne Lender, atiadhed herels as
7 'f' - Byhikit A and herenv incororated herein by relerence. I
o WIDISS the following signatzes and scals as of the @y i
N - : vear firss above written.
- - m——- ——— 5 B-OOWUER FVISSE, DG .
- p .
h . e A /‘Z ,/ZI - /,’-";’ * -
@ ——— - .
Srce Botaer, Presixns
e

SOVPAL BA4°%," ILA

—r o SO

."\'W\ﬁ"\'-u.r\l

Fredericx J. Puveres,
Vioe Presidem

By
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BlLL OF SALE

R et
ettt o n e L T L -

w s S T =
g, e e, et e

'I‘LHS ﬂlwl’xm.z...aas.z,_.mu-aq ‘T‘P*r“—m*r‘-wﬁ—v%-—-—_‘:‘,m, - -
r———  -COMPUTER. SERV!C;S.ﬁJNC*‘.A:}ng}nia‘carporacion~1here na{tepmmwﬂ
———vceferred to as the "Selier™};-and AMERIZANS FOR RIBLRTSON

Hn a.,«u. I "‘C.‘ T T mm—!
a District cf CLlunb.a zoiporeticon {rerninglter refer;ed ‘ST ag————

the "Ruyer™).

WITNESSLETHR:
— —— == =~ THAT POR AND IN CONSIDEMHATION Ul Tu€ bulh CL luae ... ...
Sl:vu and cinher gs0d and vaiuav.e consideraticn paid Ly the -
Duyer to the Seller, the receipt of wnich 18 nereby sininow.edged,
tne 3eller, -y these presents, Joes heredy bdargain, sell, assign,
tzansfer, convey and set over :IO-the Buver al. lteas ai veraonal
properiy constituting a part of tne ',emp-.er Systen,” *Mailing
Tguipment,® "lLists and "Ctner tgoigTent® (nere.nafter
collezzively referres T2 32 tne "wsset:z®' 25 definea o the
Purcnase Ajreement tetween tne Selivet and tne buyer Jattuw a8 of
— Jenuvazy 27, 1337, lhere:nafter roferred > as the "Purcnase
! Agreement),

TO BAVE AND TO BOLD the Assets unto the Buyer, it successors
and assigns, forever.

R Y

"The Seller heredy warrants and agrees that {t had good and ;F
valid title to the Assets and further, that it has the right to
transfer the same hereunder; the Assets are free from all claimse

end encundrances; -and that the Seller will warzant and defend

that title to the Assets against the claics of any and all other
persons, fizms or corporations whatsoever.

I

IN WITNESS WHEREOP, the Seller has caused this Bill of Saile
to be duly executed as of the Gay and year first adpove written.

-~

G. B. COMPUTER SERVICES, INC.

By: é/m% /\

Presicent

P

i

01285,/523/30M

— o - _
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Ceortificate-ofAuthority
— BT ST TSN S B L) 1‘
1
i hercby certily that 1 owl the 1'lesident a.o s0ie vizeltor
of G.b. Jomputur fervices, Inc. aud Liat &S Sulh I am asthorized
10 execute all SOCUMENRIS 1n CONNESLION wilh the sale of the
assets of the Corpcration lodzted ot 2133 Smith Avenue, Chesapeake,
Virgiria, t> Amer:icans For Robertson, 1aZ.. as mora fully ser
{oreh and described 1n thal Ceriain fuithase horewrment ["ithe
Agreement”) between Amcricans For Robertson, -nc. and C.80. Computer
Services, Inc., dazed Januezv 27, 1387, |

-this certificate.

< fuciner cerrtify thet
all the representations and warranties cf the Corporation set

forth i1n the Agreement are true and correct as of the date of

&eorge F. N
President
G.B. Computer Services, Inc.
[ 4
- LY

b . ——— s == -
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DASEL M RLOMOND Th ey, st AT U

FACSDMILE 3o T e il

.o

o
¢4}
~4

Sanvary I7,

G. B. Computer Serviges, Inc.

Box 24427
. Cheszpeake, Virginia 23229
N ' Re: GB to AFR
T __ Purchase Agreement B
~ z Computer and Other Assets
AN :

Gentlemen:
. Pursuant %o that certain Purchase Asreexent _*o__bpa enterasd

into as c¢f Januvary 27, 1987 by &and bletween Americans Sfor
-~ Robertson, Inc., a Distriet cf <Columbia corporation (°®Ar’%),
- and G. 3. Computer Services, Inc., a Virginia corporatien
- ("G3°), and -more particularly €i0c thereof, the undersigned, as
~ : Counsel for AFR, offers the following opinion.

A S

AFR is a corpcration organized and existing pursuant to the
laws o©of the--District of Columbia, incorporated July 21, 1986,

and in good standing in the District of Columbia wupon the date
hereof.

AFR has authority to enter into, and %o perform

, the trans-
| actions contemplated in said Purchase Agreement,

(9]
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/ér

ce:

We have reviewed eBai u
ments im
mentation of sa:d Purcnase Ag

,,grk,

ICThase a3lvehent anda DL atiagt.-
mped:ment to the erecution and imple-
reement, :

and find no legal

S:ncerely,

N -
x'" A’/'ﬂ ) /\./ .
Ck e
\

MARION EDWYN ERARRISON

Thomas R. Prantz, Esgquire -

R4
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CERTITICATE CF -ACTION TP BUNRD-OF BIRECIORS—

. borrow from Sovran Bank the sum of $233,480.00,

i Tatladey Cortaty That . S (N

(AL S TR TR . H 1 . LU B4
Americans For koberison, inc.; t.oal 1 SLara ool Titviters  of
Americans For Robertson, Ine. met on 2:00 PM on Friday, January

23, 1987 at law Offices Marion Idwyn Harrison, -300. Potomac

Street, N.W., Third Floor, washinaeicn, 3.C. (20007, a quorum

resent, and authori:ced tlertere . TZllinzwood, ssguire,

Secretary, or Mr. GEIdward . wheijan, Treasurer, <C execute all

instruments necessary for Americans TFor Robertson, Inc. 0

more cr liess,
+he assets Jocated at 2133
Smith Avenue, Cnesapeake: virginia of G. B.

in connection with the€ purchase of <!

Computer Services,

“Inc., and fully authorized Mr. Ellingwood or Mr. Whelan in the
T rTremises. -
MARION EOWYN HARRISON
President
Americans For Robertson, Inc.
- -3 _._._?)
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BILL OP SALR (:::>

THIS BILL OF SALR, dated January 27, 1987, by and betweesn G,
B. COMPUTER SERVICES, INC., a Virginia corporation (hereinafter
referred to as the "Seller"), and AMERICANS FOR ROBERTSON, INC.,

a District of Columbla corporation (hereinafter referred to as_—
the *Buyer®).

P

WITREBSSBTRBH: -7

—— ot ——— — —— — e ‘cm——

TEAT POR AND IN CONSIDBRATION of the sum of One Dollar
($1.00) and other good and valuable conajderation paid by the
Buyer to the Seller, the receipt of which {8 hereby acknowledged,
the Seller, by these presents, does hereby bargain, sell, assign,
transfer, convey and set over to.the Buyer all {tems of personal
property constituting a part of the *Computer System,” °*Mailing
Equipment,” "Lists and "Other Bquipment®" (hereinafter
collectively referred to as the "Assets®) as defined in the
Purchase Agreement between the Seller and the Buyer dated as of
January 27, 1987, (hereinafter referred to as the "Purchase
Agreement).

L]

TO BAVE AND TO HOLD the Assets unto the Buyer,

and assigns, forever.

it successors

The Seller hereby warrants and agrees that it had good and ui
valid title to the Assets and further, that it has the right to
transfer the same hereunder; the Assets are free from all claims
and encumbrances; -and that the Seller will warzrant and defend

that title to the Assets against the claims of any and all other
persons, firms or corporations whatsoever.

IN WITNRBSS WHEREOP, the Seller has caused this Bill of Sale
to be duly executed as of the day and year first above written.

G' B. mma SBRVXQS. Im.

' By: /@M%v /\v.

President 7/

.

01285/9md/COM

pre’ol” 913 §5 sl
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G.B. COMPUTER SERVICES, INC.

Certificate of Authority
January 28, 1987

I hereby certify that I am the President and sole Director

of G.B. Computer Services, Inc. and that as such I am authorized

to execute all documents in connection with the sale of the

assets of the Corporation locdated at 2133 Smith Avenue, Chesapeake,
Virginia, to Americans For Robertson, Inc., as more fully set

forth and described in that certain Purchase Agreement (“the

Agreement”™) between Americans For Robertson, Inc. and G.B. Computer

Services, Inc., dated January 27, 1987. I further certify that

all the representations and warranties of the Corporation set
forth in the Agreement are true and correct as of the date of

« 7 this certificate.
— . - eorde F. Bbrder

President
o~ G.B. Computer Services, Inc.
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“T
LAW OFFCES <£2/
MARION EDWYN HARRISON
1000 POTOMAGC STREET, N.W.
THIRD FLOOR
WASHINGTON, D.C. 20007 |
(0D 965830 |
JOHN . BAKER. JR. CABLE MEHLAW FALKENSTRASSE 14 |
MARION EDWYN HARRISON TELEX 89492 8008 ZURICH, SWITZERLAND |
DANEL M. REDMOND FAGSDMLE Q0n 3374632 TELEX {845) 813878 PVP CH

Januvary 27, 1987

G. B. Computer Services, Inc.
Box 2442
Chesapeake, Virginia 23320

Re: GB to AFR
777 Purchase Agreement
Computer and Other Assets

Gentlemen:

Pursuant to that certain Purchase Agreement to be entered
into as of Januvary 27, 1987 by and between Americans For
Robertson, Inc., a District of Columbia corporation (®"AFR"),
and G. B. Computer Services, 1Inc., a Virginia corporation
({"GB®"), and more particularly 410c thereof, the undersigned, as
Counsel for AFR, offers the following opinion.

AFR is a corporation organized and existing pursuant to the
laws of ¢the District of Columbia, incorporated July 21, 1986,
and in good standing in the District of Columbia wupon the date
hereof.

AFR has authority to enter into, and to perform, the trans-
actions contemplated in said Purchase Agreement.



T

S FOR ROBERTSON, T

~ FINAL AU

LAY OFFICES

MARION EDWYN HARRISON

Fage 2

We have reviewed said Purchase Agreement and its attach-
ments and find no legal impediment to the execution and imple-
mentation of said Purchase Agreement.

Sincerely,

-

[ ]
w:(_\

MARICN EDWYN HARRISON

1.

ce: AFR e
~ Thomas R. Prantz, Esquire

N
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TO: Gecrge Border

Sub3: Purchase oI IEM System 38

The Zcllowing 15 & detailed acreement we rnave reacned with
IBM 15 purcnasing the Svstem 3B2.

A. COST - HARDWARE

axrec: access storage 19.8MB I3%,480.7°

7™wo additional direct access storage $%93,200.0C

650 line per minute stand-a-ione printer 215,226.00
1

™wo remote contrcl units (1 for NPI &
Twelve display szation £20,700.00
Main tape unit and contr. $33,400.CC -

th

or FC) 58,200.00

-~ TOTAL -HARDWARE COST $365,804.00

SOFTWARE COSTS

General Ledger $2,550.00

Accounts Payable $2,550.00

Payroll $3,250.00

System 38 Cont. Program Facility $22,000.00
System 38 RPG Package $2,800.00
System 38 COBOL $7,200.00

Office/38 Text Management $1,800.00
Language Dictionary $195.00
Interactive Data Base Unit §3,000.00
Display Info Facility §3,250.00

Perf Mes Tools $1,000.00

TOTAL SOFTWARE CCST $48,595.00

- c—

The following is the agteement we have reached with IBM. Total

praice of $415,399.00

Upon signing of the contract we will deposit with IBM $50,000.00
of good £faith money . Upon delivery, IBM will receive 50%
of the $415,399.00 minus $50,000 deposit which is $182,699.50.

In 'order to: finance with the bank, our agreement is we pay
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40% down and spread the balance over three vears; 40% of $207,699

= $83,079.80 minus the $50,000 deposit. Upon delivery I have

vo have additional cash of $33,079.80 in order £{or me to meet
that obligation. As you know, Novemper 1, 1985 I will receive
€30,(00.00 per our agreement with Freedom Council and Freedom
Foundation. The $30,000.00 plus the $3,079.80 whaich will be
taken from working capital will cover the first half payment.
Thirty days fromdelivery I will have tCc come up with an additional
$83,079.60 (40% of second $207,629.0C) and the bank wi:il finance
the balance over three vears.)

Cn November 15, 1985, : will invoice Freedom Counc.:l, Freedom
Foundaticn and Naticnal Perspectives Institute for cur services
which will be about $100,000.00. ©On Decemper ., 1985, Freedom
Council and Freedom Founcdation will cive me the nexxt $30,000.00
up~front money which added- <o the £20,000.00 will give me

$50,000 to apply towaré my December 1% funcds needed cf $83,079.60.

As vou can see, I will have a short £fall cf approximately
$33,000.00. To cover this, I have made twd tentative agreements:

(1) I have <old Dave Jackman about my problem and he said
he could possibly advance us (througn Freedom Counci:l and the
Freedom Foundation directly to us) $60,000.00. (2) Fred Turvey,
vice President, Sovran 3Bank, has agreed <to perhaps £dnd me
the short fall of $33,000.00 for 30 days. However, we still
need to purchase the scfrware from California which will be
done as follows: Cost §35,000.00, $5,000.00 up £front money
applied to §$35,000.00, leaving balance due $30,000.00. Forty
percent (408) of §35,000.00 = $14,000.00 minus the $5,000.00
front money leaves GB needing $9,000.00 additional cash which
will come f£rom operating capital (which can be dcne).

Summary c£ GB Cash £from November
1986:

1, 1985 through January 1,
Balance Novemper 1, 1985 s 3,000.00
Funés Owed GB from 10/15 Bal.

{$97,307.40 - $50,000.00 (IBM 38) §30,000.00
recexved 10/17/8%)

17,307.40

20,307,40

Front Money l11/1/8%S 30,000.00

Moneyv available 1./1/85 £0,307.40

P/R 1./1/85 & Quarterly Repor: (10,000.00)

GB Bi1lling Due to> Vendor (1%,000.00)
11/15/85

( 9,000.00)

Funés Available 11/15/8% 16,307.40

T — T ———
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8i1ing FC, FF, NPI $100,000.00
‘hegs zo get $50,000 when 38 arraivesi

Funés\ Available 11/22/85

IBM Delivery
palance After Delivery

Mailing For Novemper
P/R 11/29/85

Balance 12/1/85

Billing 12/1/85
Balance Due from 11/15/83

funds available 12/1/8%

Bills GB, NPI, FC. :F

P/R 12/13 o
Mailing

12720785 $83,079.60 due IBM
($30,000.00 from GB Balance and
$50,000.00 from FC, FF or CBN
advancel2/15 Billing)

Funds available 12/20/8%
Miscellaneous expense

Ffunés Available 1/1/86

Front Money

Balance due from-12/15/85 Billing
funcs Available 12/1/85%

T™=e $85,000.00 should be enough to operate for

. ANER Ol SON, INC. Ce e ] .nchment Q13
FINAL AUDIT REPORT o T "~ page 3 of 4

50.000.00

A —— .

66,307.40

({33.079.60,

33,227.80

(20,000.00)
{10.000.00

T —————TRsS——

3,000.00

|

30,000.00
50.000.00

£3.000.00

(20,000.00)
(10,000.00)
(10,000.00

(30,000.00

13,000.00
2: VUV,

8,000.00
30,000.00
50.000.00

88,000.00

<he month of

January and as the month passes our working capital will increase
monthly by $30,000.00 plus 208 ¢of our billing what will be

approximately $20,000.00 monthly.

As you can see the success of our meeting IEM paymenzs depends
on FC, FF meeting ocur needs. They must know our problem and
be willing to make adjustments in the cash flow for 60 days.

STEVE DAVIS
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Freeagom Report/gift card mailing, 115,000 pieces.

jﬁttaahnont 413
‘Page 4 of 4

"The Full Service Company”™

@

‘:w
To: George Border ce ST Ak

SR

Date: October 17, 1985

From: Steve Raiford

The following is a lis
+mz=e we have con the s

in Produccion Mail.

t ¢ major mailings {cver 2,000 copies)
checdule £for <he remainder c¢f <he vyear

Qcteber
Freegom Report/gift card mailing,
bulk rate. Postage cost - $13,350.

Va. Voters bulk mailing, 37,000 pieces. Postage cost - 54,625.
Freedom Alerzs, 60,000 pieces. cost - §13,200.

206,000 pieces sent out via

Novesber
Postage cost
- $14,37S.

Prospect package, 60,000 pieces. cost - $13,200.

December

Freeacon :epoxtiqitt card mailing, 115,000 pieces. Postage cost
- 51‘937 - :

Propect package, 10,000 pieces, cost - §1,250.
Tenative nev membership premiums announcement, $140,000 pieces.

postage cost S17,500.
Freedom Alerts, 60,000 pieces. cost - $13,200.

This list does not include receipt mailings, radio tape mailings,
or mailings to the state coordinators: these mailings usually

run under 5,000 pieces and are handled by our Mail Processing
deparctment.

P

(¥ X AT - (7.27

Post Offics Bz 2442 & Chesapssta, Virgres 23320 ¢ Phons (804) 424-11538
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MERY $ FOR RODERTSON,

Schedule of Billings from
GB Computer Services to
Freedom Council and Leadership Foundation
prior to final pay=ant on 1BM Computer Systenm

Charged to income ot:if

Billing, , Billing Freedom Leadership
Date — Amount Council Foeundation
8/01/85 $ 30,000.00 $ 25,000.00 $ 5,000.00
8/16-9/15/85 15,039.99 15,039.99
9,01,/85 30,000.00 25,000.00 5,000.00
9/16-10/15/85 93,187.10 93,187.10. .
Special Billing
in Oct. 180,000.00 150,000.00 30,000.00
10/01/85 30,000.00 25,000.00 5,000.00
10/16-11/15/85 98,293.27 98,293.27
11/01/85 30,000.003/
11/16-12/15/85  103,317.01  103,317.01
12/01/85 30,000.00
12/15/85-1/15/86 99,547.26 99,547.26
1/01/86 30,000.00
Total Billed $769,384.63

1/ Per GBCSI postings to income accounts in GBCSI general
Yedger unless otherwise noted.

2/ Billing Date and amounts are in records provided by GB
Computer Services, Inc.

k¥4 Last three $30,000 payments are assumed to be the monthly
$25,000 charge to Freedom Council and the monthly $5,000 charge
to the National Leadership Foundation per the service

agreements. A $30,000 charge to income from National
Perspective Institute does appear in the books on 10/31/85. The
records relative to National Perspectives Institute are not
sufficient to determine the billings to them.
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Nonth
Aug. 1985
Sept. 1985
Oct. 1985
Nov. 19852/
Dec. 1985
Jan. 1986
Feb. 1986

" 'Attachment #15
Page 1 of 1

Income Statement Amounts fo:l
" GB Computer Services, Inc. i/

Revenues
$ 30,000.00
50,147.27
342,584.21
107,723.35
140,539.08
110,073.60

93,924.27

$

Expenses
5,818.13

25,566.93
85,870.86
85,284.81
72,320.59
73,090.27
384,935.89

Profit
$ 24,181.87
24,580.34
256,713.35
22,438.54
68,218.49
36,983.33

(291,011.62)

1/ Income Statements were only provided from the outset of
business operations through the end of February, 1986.

2/ No income statement in the records for November, 198S.

amounts were derived from the year-to-date totals at the end of

December less the amounts for December less the year-to-date

totals at the end of October.

The
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Attachmént 16
"page 1 of 3

Non-binding Draft

Settlement terms between

The ?—eeg om Coune:l, Ceorge Border, and

CB Computer Services, Inc.

and

‘Parties)

2arties recognize that

a. A contract orniginaily cated

August ., 1985 and amended as of
Apru !, 1986, was enterec :nto Detween The freedom Council
("TFC") ane G3 Computer Services. (n¢. "GB") regarcing certain
services 1c be rendered and the fee ior such services based

on expenses incurred for providing the services.

ZFC has ceased operations and desires t0 wrap-up and terminate

- its -aifairs. nopeiully within a 90 day period.

GB and TFC intend to cease contractual reiationshis as of August
P gu

1, 1986 pursuant to the term and conditions of this agreement.

C is to deliver a scheduie of services requred from C3. Upon

receipt GB is tc promptly provide TFC a proposed transitional plan

for the terminauon of all personnel and the salary, severance and

other costs dumng the tranmsitionai period.

GB empiovees except
for George Border, will be given the same termination benefits as

TFC employees plus any accrued unused vacauon. George Border

will be compensated as set forth in paragrapns 5 and b of this agreement

in lieu of any and all other benefits.

GB is to promptly list all their known or contempiated obligations,

contracis, and commitments.
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5B will cocperate promptly and provide access to ail financial data

of 32 and ITC.

George Border will continue to be compensated a: $84,000 per annum
on a monthiy basis up to June 30, 1987. <CB wiil continue to provide

services, The fees for services charged to TTC from August |,

1985 through the end of the tramsitionai peried shall be recomputed

to egual the cost incurred by GB ner cf anv revenues received.

The objective being tnat G3 wul, on a cumuiative basis {rom August
1, 1986, i:tave operated on a break even Tasis.
Notwithstanding the foregoing:

a. TFC to aoid George Border and G3 Computer Services., Inc.

harmiess from any and all liability arising from CB's contract

 with TFC.

TFC agrees to hold George Border harmiess from any loss on
sale of his house as follows:

a) At any time up to and including January 31, 1987 TFrC will

at George Border's sole option and reguest., reimburse George

Border for all equity in house.

b) In the event GB sells house on or before Januwary 31. 1987

TFC retains the right to purchase the house by matching a2 purchase
offer TFC deemed to low.

c. Equity is defined, f{or the purpose ci this draft agreement as
all monies expended or obligations incurred in the building of
said house at the time of the proposed sale or request for reimburse=-
ment.

d.

TFC acknowiedges that George Border has advanced $65,000 to



— 8.

Attachment #16
Page 3 of 3

e

GB as a lean o {acilitate business cperation

| =3
-

tions. -FC agrees to

the reimbursement to George Border of the $65,000 loan.

»¥

In reiationsmup to IBM 3

4

and reiated ecupment owned by GB,

GB has the option to reguest that

ad

T7C assume fuill responsibility

for Sovran note and reiated ecwpment on or before December

31, 1986. TFC wouid then own ail ol the egwpment covered

by the note. In that event, TFC shall hcid G3 harmiess from

any and all liabilities for the computer , all reiated equipment,

fixtures, and furmiture covered by the note, as well as any

--other -notes or obligations on said equipment which may exist. -

GB and TTC reieases each party from any and all future ciaims.

The parties to this non-binding draft agree that this agreement represents

the intent of the parties to settle the contract between GB and TFC.

This agreement shall not bind either party in any manner whatsoever,

and the partes

intend the terms hereof to become the basis for

a formal agreement to be executed by the parties upon final draft.
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FEDERAL ELECTION COMMISSION CoUiEY Foob g
WASHINGTON. DC 23463

June 22, 1992

TO: The Commission

THROUGH: John C. Suri
Staff Direc

FROM - Lawrence M, Nople

General Couns /Vm bﬁ(
Kim L. Bright-Coleman k(fé{‘/

Associate Gendral Counsel
Carmen R. Johnsoniggzg
Assistant General sel

Lorenzo Holloway .
Attorney a'/J

SUBJECT: Americans for Robertson, Inc. -

Second Extension of Time to Respond
to the Final Audit Report (LRA #335)

The Commission approved the Final Audit Report on Americans
for Robertson, Inc. ("the Committee™) on March 26, 1992.
Accordingly, the Committee’s written response to the Final Audit
Report was due on May 11, 1992. See 11 C.F.R. § 9038.2(c)(2).
In a letter dated June 16, 1992, the Committee requested an
additional 60 days to respond to the Final Audit Report.
Attachment #1. In this second request for an extension of time,
the Committee contends that the additional time is necessary
because it is attempting to obtain affidavits from its regional
directors and it has not been able to contact its New England
regional director. Attachment #3. The Committee also argues
that it needs time to review the Audit Division’s workpapers.
Id. On June 16, 1992, the Committee also requested certain

documentation supporting the media billing calculations in the
Final Audit Report. Attachment #2.

The Committee also requested an additional 45 days to respond
to the Final Audit Report on April 30, 1992. Attachment #3.
The Committee argqued that that extension was necessary because
it was attempting to obtain affidavits from its regional
directors regarding the operation of its regional offices. 1d.
In a separate letter dated April 30, 1992, the Committee




 ‘Memorandum to The Commission ,
~ BExtension of Time to Respond to Final Audit Report

Americans for Robertson
(LRA $335)
Page 2

requested supporting documentation concerning the allocation of
certain expenditures to the state limitations in the Final Audit
Report. Attachment #4. On May 14, 1992, the Commission
approved the Committee’s request for a 45 day extension until
June 25, 1992. The Audit Division forwarded the supporting

documentation to the Committee in two batches on May 15, 1992
anﬂ pg.. a0 1892

LN ) ST

The Qffice of General Counsel recommends that the
Commission deny the Committee’s request for an additional 60
days to respond to the Final Audit Report. We note that it is
the policy of the Commission not to routinely grant extensions
of time to respond to the final audit report. See 11 C.F.R.

§ 9038.4(a). The Committee is now asking for an additional 60
days to essentially complete the same tasks for which the
original extension was granted. Both extension requests use
almost identical justifications. Compare Attachment #1 with
Attachment #3. 1In this case as well as in the first request for
an extension of time, the Committee did not make an advance
request for the supporting documentation. See Attachments #2
and #4. Rather, the Committee delayed until a few days prior to
the due date of its response to request the supporting
documentation. 1In fact, each request for supporting
documentation was made on the same date as the request for an
extension of time. Finally, we note that this request for an _
additional 60 days to respond to the Final Audit Report comes
very late in the audit process.l/

RECOMMENDATIONS

The Office of General Counsel recommends that the
Commission:

1. Deny the Committee’s request for an additional 60 days
to respond to the Final Audit Report; and

2. Approve the appropriate letter notifying the Committee
of the Commission’s decision.

Attachments

1. Letter from Americans for Robertson, Inc., Re: Request for
Extension of Time to Respond to the Final Audit Report
{June 16, 1992).

2. Letter from Americans for Robertson, Inc. Re: Request for
Supporting Documentation (June 16, 1992)

1/ The Committee was granted 3 extensions of time totaling 150
days to respond to the Interim Audit Report.




" Americans for Robecrtson

on: o T
Extens ond to Final Audit Report

{LRA #335)
Page 3

~ 3. Letter from Americans for Robertson, Inc. Re: Request for

Extension of Time to Respond to the Final Audit Report
(April 30, 1992).

4. Letter from Americans for Robertson, Inc. Re: Request for
Supporting Documentation (April 30, 1992)
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June 16, 1992
YIA TALEFAX 203-319-3923
Kin L. Bright-Coleman
Office of General Counsel
Washington, D.C. 20463
RE; Americans for Robertson, Inc.

Dear Ms. Brighte-Coleman:

| NOr 26

Americans for Robertson, INC. respectfully requests a so-dayﬂ‘
extension in order to submit a response to thc f£inal audit report>

of the audit division. The Committes is attempting to obtaim=

affidavits from regional directors and has not besan able to contacts
the Nev England regional director. The Committee also neesds tin"
to reviev the work papers of the audit division and has roeontly
requested additional documentation regarding the c¢alculations for

nedia billings.

Sincerely,

VANDEVENTER, CK, MEREDITH & MARTIN

GPR/m1t
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m. 163 1992 * Asmereenp 10 XL owsw

Audit Division

FPeder Elections Commission
999 Streaet, N.W.
wasliington, D.C. 20463

RE: Americans for Robsrtson, Inc.
Dear Rick:

If at all possible, I vould 1ike to reviev the work pepers for
the calculations related to the media billings. In partioular, I

am interested if there is a dreakdown of the amount owed to oach
media organization.

GPR/mlt
c: Kim Bright-Coleman, EBaq.

RALTER.LTR

ATTACEMGENT &
Page. 1 of L —
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Kerey Hawn, N.O. 57840

April 30, 1992

Me. Kim L. Bright-Coclaman VIA TELECOPIER
office of General Council NO. (202) 219-3923
Federal Blection Commission AND RECULAR MAiL

washington, DC 20463
Re: Americans for Robertson, Inc.

Amaricans for Robertson, Inc. respectively re:
extension in order to submit a response to the final audit report
of the Audit Division. I am attempting to obtain arfidavits from
the Regional Directors of Americans for Robertson, Inc. regarding
the operation of the regional offices.

€incerely,
VANDEVENTER, y REREDITH & MARTIM

GPR/tc]

anroen/ool smen, | L7

ATTACEENT 3

Page_{ ot d _
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April 30, 1992

Ms. Kim L. Bright-Coleman
Office of Ganeral Council
Federal Election Commission

i

Re: Americans for Robertson, Inc. =~ =~~~
Dear Ms. Bright-Coleman:

If at all possible, I would like to receive the detail pages
accompanying the schedules concerning the state limitations. 1In
particular, I would like the detail pages for the following:

1. Amounts allocated per committees disbursement journal;

2. Disbursement froa state account;

3. Payroll froam committee payroll journal;

4. Payroll taxes paid;

5. Payables;

6. Media;

vy bl

7. Disbursements allocated incorrectly; i

. -
]

8. Direct mail;

9. Expense reimbursement for Waldman, Ellingwood and Elwell.

saurservcolsmang. i tr
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VANDEVENTER, Bracx, MEREDITE & MamTIN

Ms. Kim L. Bright-Coleman

April 30, 1992
Page 2

Please let me know as scon as possible if this material can be

made available.

GPR/tc]

msureen/coleman. L tr

Sincerely,

VANDEVENTER, BLACK, MEREDITH & MARTIN

,, /7
J \T‘Q/CN_QN

Gordon P. RcSertson
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FEDERAL ELECTION COMMISSION R

WASHINGTON DC X046}

June 30, 1992

MEMORANDUM
TO: The Commission
FROM: Lawrence M. Noble

General Counsel

BY: Kim L. Bright-Coleman‘]g:

Associate General Counsel
SUBJECT: Withdrawal of Americans for Robertson, 1Inc. -
Second Extension of Time to Respond to the
Final Audit Report (LRA $#335)

This Office is withdrawing the Second Extension of Time in
LRA #335 which was circulated erroneously for tally vote on
June 26, 1992. On June 25, 1992, the Committee submitted their
response to the Final Audit Report via facsimile in order to
comply with the deadline imposed by the Commission.
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FEDERAL ELECTION COMMISSION STTrT A
SVASHINGTON T4 Jridbj
October 8, 1992
MEMORANDUM
TO: Marjorie Emmons
FROM: FPabrae Brunson :
SUBJECT: Incorrect Circulation

The attached memorandum was inadvertently

circulated on an informational basis. Please re-circulate it

on a 72 hour non-sensitive basis. Thank you.




FELU-"RAL ELECTION COMMISSION LS e

.} ‘A‘AS.‘!ON DC 20463

MEMORANDUNM

October 8, 1892

TO: The Commissiqgif

THROUGH: John C. Suri
Staff Directo

General Counsel 2

Kim L. B:ighj—Coleman uﬁsz -

Associate Gerieral Counsel

N/ _.
FRONM: Lawrence M. N;ble

Carmen R. Johnsonf?
'Assistant Genegg;;z 1
Lorenzo Holloway ;
Attorney 7"/*’?

SUBJECT: Americans for Robertson, Inc.

Request to Postpone Oral Presentation
(LRA #335)

I. INTRODUCTION

Attached are two letters, submitted by Americans for
Robertson, Inc. ("the Committee") on September 29, 1992 and
October 5, 1992, requesting that the Comamission postpone the
Committee’s oral presentation that is scheduled for Octcber 21,
1992. Attachments 1 and 2. On March 26, 1992, the Commission
approved the Final Audit Report and made an initial
determination that the Committee repay $388,543.78 to the United
States Treasury. The Committee submitted its written response
to the Final Audit Report on June 25, 1992.1/ As a part of its
written response, the Committee requested an oral presentation.
On August 8, 1992, the Commission granted the Committee’'s

request and set the date for the oral presentation as
October 21, 1992.

1/ The Committee requested and was granted a 45 day extension
to submit its written response to the Final Audit Report. The
Commission, however, denied the Committee’'s second request for

an extension of an additional 60 days to respond to the Final
Audit Report.
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”Request'to Poatgane
'~ Gephardt for President c nmittee, Inc.

(LRA #338)
Page 2

The Committee contends that postponement is necessary
because it has attempted to meet with the Audit Division to
discuss findings in the Final Audit Report, but it has been
unsuccessful in getting a date set for the meet;ng 2/
Attachment 1 at 1. The Committee asserts that in order to
adequately prepare for the oral presentation it expected to have
the meeting a month prior to the cral presentation. 1Id.
Further, the Committee notes that it anticipates that there will
be substantial follow-up work by its accountants in order to
prepare its case for hearing. Attachment 2 at 1. The Committee
contends that a meeting with the Audit Division just prior to
the oral presentation "would substantially prejudice Americans
for Robertson and impede [its] opportunity to adequately prepare
for the oral presentation." Attachment 1 at 1. Therefore, the

Committee regquests that the oral presentation be held no earlier
than November 18, 1992.

The Office of General Counsel recommends that the
Commission grant the Committee’s request to postpone the oral
presentation and set the date as December 2, 1992. Rescheduling
of the meeting would afford the Commission and the Committee

the opportunity to fully discuss the findings in the Final Audit
Report.

Attachments e

1. Letter from Committee’s Counsel Requesting Postponement
of Oral Presentation. (September 29, 1992).

2. Letter from Committee’s Counsel Requesting Postponement
of Oral Presentation (October 5, 1992).

2/ On October 7, 1992, the Committee and the Audit Division
agreed that the meeting would take place on October 13, 1992.

S nne s e i b i s e . e e e o g e o by
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Carmen Johnson,, Esquire =
Assistant General Counsel .
Federal Elegfions Commission N
999 E Streéet, N.W. -
Washingtdn, D.C. 20463 =
&
Dea s. Johnson: s &

This letter is written to make a formal request that the

‘Federal Election Commission postpone the Americans for Robertson

Oral Presentation currently scheduled on October 21, 1992.

This postponement is necessitated because Americans for
Robertson has sought to meet with the Audit Division regarding the
findings contained in the Fifial Audit Report. Americans for
Robertson contacted the Audit Division on September 17, 1992, in
order to seek this meeting. It was our expectation that we would
have a full month after this meeting, and prior to the Oral
Presentation, in order to adequately prepare. However, we did not
receive an affirmative response from the General Counsel’s Office
until September 22, and vere told at that time that a meeting could
not be held until September 28, 1992. After further discussions
with the Audit Division regarding the precise area of our inquiry,
we were informed that a meeting could not be held until October 5,
1992 due to scheduling conflicts. While the General Counsel’s
Office has indicated that Americans for Robertson presentation
would not be held until twelve business days after the meeting, we
believe this delay would substantially prejudice Americans for
Robertson and impede our opportunity to adequately prepare for the
Oral Presentation.

Americans for Robertson therefore respectfully requests that
the Commission postpone this Oral Presentation to no earlier than
November 18, or to a mutually convenient time, to account for this
unexpected delay in our ability to meet with the Audit Division.

GORDOM / JNNSNFEC.LTR



VANDEVENTER, BLACK, MeREDITH & MARTIN

September 29, 1992
Page 2

In addition, in the Commission’s notification that the Oral
Presentation was scheduled, Americans for Robertson was informed
that the Commission would prepare a response to the Americans for
Robertson response to the Final Audit Report. Upcn inquiry, wve
were informed that these materials would not be available until two
to three days prior to the hearing, at the same time they would be
available to the public. We respectfully request that the
Commission make every attempt to forward this document to Americans
for Robertson prior to that time so that we have adequate
opportunity to examine the document and respond to it at the Oral

Presentation.
We appreciate your consideration of our request.
Sincerely,

VANDEVENTER, CK, MEREDITH & MARTIN

R/alt
¢ Joan D. Aikens, Chairman --
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Dear Ms. Johnson:

As a follow up to my lettar of Septamber 29, 1992, and in
connection with recent conversations vith your offics, this letter
will further explain the need for a postponement of the October 21,
1992 Oral Presentation of Americans for Rechertson.

Since the issuance of ths Final Audit resport, Americans for
Robertson has retained the services of accountants in order to
reviev its records. These individuals have been preparing for the
Oral Preaentation. Howsver, they have reached a peoint vhere
consultation vith the Commission’s Audit Staff has Decone necessary
in order to confirm certain facts and details which will be the
subject of the Oral Presentation. While Americans for Robertson
expected this mesting to take place today, the mesting was canceled
by the Audit staff because the individuals necessary for the
Reeting vere not available. Aas of the writing of this lettsr, the
meating has not been rescheduled. Once the meeting does take
place, however, Americans for Robsrtson anticipates that there will
be substantial follow-up work by {ts accountants in order to
prepare its case for hearing. It is for this reason that Amexicans

for Robertson had requested a meeting well in advanca of tha Oral
Presantation.

Purther, your office has proposed a nev hearing date of
October 28, 1992 on the basis that this would be the last time that

SORDOM/ JOMIIoN . LTR
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all Commissioners would be available for a hearing date in 1993.°
This datée is unsatizfsctory for the remscns set forth ahova,
Noraover, it is our undsrstanding that ths Commiesion has set a
hearing on December 9, 1992 with regard to a Notice of Propossd
Rulemaking. Assusing that a mesting is scheduled with the Audit
pivision in the near future, Americans for Robertson would

certainly be willing to make its Oral Presentation on that date.

In sum, Americans for Robertson is operating in complete go.
faith in requesting this poetponement. Thus, we renew our reques
that the Commission postpone this presentation to no earlier than

four weeks from the dats of our meeting with representatives of the
Audit Division.

Thank you for your consideration of our request.

8incarely,

- GPR/mlt

cct Joan D. Alkens, Chairman
Scott Thomas, Vice Chairmsan
Lee Ann Elliott

We note that the Oral Presentation for the Jackson Committse
scheduled for Ssptember 130, 1992 wvas postponed. It is our
understanding that the General Counsel’s Office has proposed
rescheduling that hearing for Ootober 28, four full weeks after the
initial date. Americans for Robertson balieves that it should be

accorded the sams courtesy given to the Jackson Committee regarding
the rescheduling of its Oral Presentation.

CORSOM/ JOMRE0N . L T2
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Kim arigh'—ColemanJ
Associate General Counsel

John C. 8§
staff Dir

Lorcnzofnolloway 7L40
Acting Assistant General Counsel )

Peter G. Biunbéigvrwr
Attorney ?é$

Americans for Robertson, Inc. --
Final Repayment Determination and
Statement of Reasons (LRA $335)

Attached for your information is the Final Repayment

Determination and Statement of Reasons approved by the
Commission on September 23, 1993, subject to certain

amendments agreed upon pursuant to the meeting discussion.

The Office of General Counsel has made the revisions to

comport with the Commission’s determinations.

are marked in the attached copy accordingly. However,

should be noted that due to the length of the document when
all attachments are included, we are only circulating the
Statement of Reasons and not the attachments.

was sent by cvernight delivery service to counsel for

Americans for

Robertson, Inc., on September 28, 1993,

copy was also mailed to the Treasurer of Americans for

Robertson,

The revisions

This document



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

Marion G. ("Pat"”) Robertscn
and Americans for Robertson, Iinc.

S an?

STATEMENT OF REASONS
On September 23, 1993, the Commission made a final
determination that Marion G. ("Pat") Robertson and Americans for

Robertson, Inc. ("Committee") must repay $290,793.66 to the

United States Treasury. The Commission’s final repayment

determination was based on the Committee using public funésréo
defray nongqualified campaign expenses and exceeding the Iowa and
New Hampshire expenditure limitations. 26 U.S.C. § 9038(b)(2);
11 C.P.R. §§ 9038.2(b)(2)(i)(A) and (ii)(A). Therefore, the
Committee is ordered to repay $290,793.66 to the United States
Treasury within 30 days of receipt of this determination. 11
C.F.R. § 9038.2(d)(2). The Committee is also ordered to refund
§105,634.56 to press organizations. The refund order is based
on the Committee receiving reimbursements from press
organizations for air trave. :n excess of the maximum billable

-~

amount. 11 C.F.R. § 9C34.2 2

[

This Statement sets forth
the legal and factual rases Icr the Commission’s repayment

determination and the refund order. 11 C.F.R. § 9038.2(c)(4)




I. BACKGROUND

Americans for Robertson, Inc. is the principal campaign
committee of Pat Robertson, a cand:idate for the Republican
presidential nomination in 1988. Mr. Robertson and the
Committee received $10,410,984.83 in public financing under the
Matching Payment Act for his 1988 presidential campaign.l/ The
Commission determined that Mr. Robertson’'s date of ineligibility
was April 28, 1988. Pursuant to 26 U.S.C. § 9038(a) and 11
C.F.R. § 9038.1(a){l}, the Commission conducted an audit and
examination of the Committee’s receipts, disbursements, and
qualified campaign expenses.

The audit revealed that the Committee failed to kegp
certain records related to its transactions with vendors and
jndividuals. 1In addition, the Committee did not maintain
records on the source of $377,240.97 that were deposited into
its state bank accounts.2/ Therefore, on December 19, 1989, the
Commission approved subpoenas and letters requesting information

and documents necessary to complete the audit.3/ These subpoenas

1/ Throughout the Statement of Reasons, "Matching Payment Act"
Tefers to the Presidential Primary Matching Payment Account Act,
26 U.S.C. §§ 9031-9042, and "FECA"™ refers to the Federal

Eleczion Campaign Act of 1971, as amended, 2 U.S.C. §§ 431-45%5,

2 As a conditiocn precedent T2 receiving public financing under
the Matching Payment Act, both the candidate and the Committee
agreed to "keep and furnish to the Commissicn all documentation
relating to disbursements and receipts including any books,
records {including bank reccrds £cr all accecunts)...." 11

C.F.R. § 9033.1(b:{5}.

3/ These records should have been made ava:lable to the
Commission during the audit fieldwork. 11 C.F.R.

§ 9038.1(b)(2)(ii). The Comm:ttee’s failure to maintain these
records, which resulted in the Commi:ssion issuing subpoenas to

;
H
i
|
]
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and letters were issued tc 39 venders and individuals and to 34
banks.

On December 19, 198§, the Commission approved the Interim
Audit Report and the preliminary repayment calculation of
$290,772.60. See Attachment 1. The Committee’s response to the
interim Audit Report was due on January 24, 1990. 11 C.F.R.

§ 9038.1(c)(2). However, the Committee réqugsted and was
granted three extensions cf time totaling 152 days to submit its
response to the Interinm Audit Report and, therefore, did not

respond until June 25, 1990. See Attachment 2.

On March 26, 1992, the Commission issued the Final Audit

“Report and made an initial determination that the Committee must

repay $388,543.78 to the United States Treasury. 1In additien,
the Commission found that the Committee must refund $105,634.56
to the press organizations. See Attachment 3. The Committee
requested and wvas granted 45 days to submit its written response
to the Final Audit Report.4/ Therefore, the Committee responded
to the Final Audit Report on June 25, 1992. See Attachment 4.
In its written response %o the Final Audit Report, the
Committee requested an opportunity to address the Commission in
open session regarding the Final Audit Report and the initial

repayment determination pursuant 2o 11 C.F.R. § 9038.2(c)(3).

[ —
{Footnote 3 continued from previous page'

third parties to obtain tn:is documentation, significantly
delayed the process:ing cf <his audics.

4/ The Commission denied zhe Ccnmittee’s second request for an
additional 60 days to submit its written response to the Final
Audit Report.
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On August 11, 1992, the Commission granted the Committee’s
request for an oral presentation and set October 21, 1992 ag the
date for the coral presentation. Attachment 5. However, the
Committee requested and was granted a postponement, until
December 2, 1992, to prepare for the cral presentation. See
Attachment 6. The Committee submitted additional documentation
on December 9, 1992 to support its arguments raised at the oral
presentation.5/ See Attachment 7.

The Commission’s initial determination that the Committee
must repay $388,543.78 to the United States Treasury was based
on the following findings included in the Final Audit Report:
{1) a pro-rata repayment of §$338,632.10 for exceeding the Iowa
and New Hampshire expenditure limitations; (2) the payment of
penalties and expenses after the candidate’s date of
ineligibility resulting in a pro rata repayment of $21,994.23;
(3) a pro rata repayment of $22,727.59 for expenses related to
the Republican National Convention; (4) a repayment
of $5,189.86 for undocumented transfers. The Commission’'s
finding that the Committee must refund $105,634.56 to the press
organizations was based on the Committee’s reimbursements it
reportedly received in excess of the maximum billable amount.

The Committee contends that it either owes no repayment or
a lesser repayment because the Commission failed to comply with

the requirement of notify:ng the Committee of any repayment it

5 - The Committee’s supriemental documentation included a video
tape and an aud:io tape tnat were used for fundraising after the
1988 Republican National Convention.
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owes to the United States Treasury within three years after the
end of the matching payment period. Attachment € at 14 and
Attachment 7 at 24. 1In addition, the Committee contests all
four bases for the initiali repayment determination in its
written response to the Final Audit Report and incorporates by
reference all prior submissions to the Commission during the
course of the audit process. Attachment 7 at 2. The Committee
also objects to the initial determination that it must make a
refund to the press organizations. Attachment 4 at 23.

Based on a review of the Committee’s written and oral
responses to the Final Audit Report, the Commission has reduced
‘the amount the Committee must repay to the United States 7
Treasury from $388,543.78 to $290,793.66. This reduction is the
result of adjustments to the amount subject to the Iowa and New

Hampshire expenditure limitations.6/

A ———————————

¢/ On March 10, 1992, the Committee filed a debt settlement
plan proposing to settle $24,426.35 in debts to 24 creditors.
The Commission’s Reports Analysis Division discontinued its
review of the debt settlement plan after the Committee indicated
on June 24, 1992 that it would not respond to the second request
for additional informaticn until after the audit process was
completed. However, it should be noted that a presidential
committee, which later settles its debts for less than the
amount originally reflected on its Statement of Net Outstanding
Campaign Obligaticns ("NOCO Statement”™!, may owe an additional
repayment to the Un:ted States Treasury for receiving funds in
excess of its entitlemenz. 11 C.F.R. § 9038.2(b)(1)(v). 1In
this case, it appears that the Committee will not cwe an
additional repayment. Based cn the additional information
submitted in response to the Final Audit Report, the Committee’s
NOCO Statement reveals a remaining entitlement of $37,129.66.
See Attachment 8 at 22. If the Commission approves the proposed
Settlement of these debts, the Committee’s remaining entitlement
will be reduced by approximately $22,000.00. See Attachment 8
at 25.
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11. THREE YEAR NOTIPICATION REQUIREMENT FOR COMMISSION
DETERMINATION

Pursuant to the Matching Payment Act and the Commisgsion’s
requlations, the Commissicn will conduct a thorough examination
and audit cf the qualified campaign expenses of every candidate
and committee which received public funds after each
presidential election and matching payment period. See 26
U.S.C. § 5038; 11 C.F.R. § 9038.2. The Commission may notify
the candidate and ccmmittee of the amount of public funds that
must be repaid to the United States Treasury based upon the

results of the Commission’'s audit. See 26 U.S.C. § 9038. The

‘Matching Payment Act specifies further that no repayment

notification shall be made by the Commission more than three
years after the end of the matching payment period. 26 U.S.C.
§ 9038(c). For candidates seeking the nomination of a party
which nominates its candidate at a national convention, the
matching payment period ends on the date the party nominates the
candidate. 26 U.S.C. § 9032(6). Because the Republican Party
nominated former President George Bush on August 18, 1988 at its
national convention, the end of the three year period for
repayment notificaticn for Republican candidates was August 18,
1991.

At the oral presentazicn, the lommittee asserzed that the
Commission has not compl:ed with 28 U.S.C. § G038:¢).

Attachment 6 at 14. The Conmmittee argues that it was not

4

notified within three years cf tnhe =matching payment period

because "no final determinaticn has been issued."”™ Attachment 7
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at 25. The Committee argues that the issuance of the Interim
audit Report does not satisfy the notice requirement because the
Matching Payment Act requires nctice cf a repayment
determination. Id. The Committee asserts that if the issuance

isfies the ncotification

or

of the Interim Audit Report sa
regquirement, then the repayment amcunt included in the Interim
Audit Report, $290,772.60, is what the Committee should repay,
and not $388,543.78, the initial repayment determination.7/ Id.
at 25-26.

The Committee has improperly raised the issue of whether
the Commission satisfied the three year period for notifying the
‘committee of its repayment obligation to the United States
Treasury. Any objections to the amount the Commission
determines must be repaid to the United States Treasury must be

raised before the Commission in a timely manner. 11 C.F.R.

§ 9038.5(b); see Kennedy for President Comm. v. Federal Election

Commission 734 F.2d 1558, 1560 n.2. (D.C. Cir. 1984).8/ The

7/ The Committee does not state whether its argument that the
Tommission did not satisfy the three-year-notification
requirement precludes the Commission from ordering the Committee
to make a refund to the press organizations.

8, 1In Kennedy for President, the court considered the Kennedy
Committee’s objection to the in:tial repayment determination,
although the Kennedy Committee c:d not raise the objection
within the 30-day period allowed £cr submitting written legal
and factual materials in response to the initial repayment
determination. 734 F.2d at 15¢0 n.2. The court reasoned that
the procedural rules in effect for the 1980 election cycle did
not expressly limit the Kennedy Committee to raising the issue
within the 30-day period ailowed for submitting legal and
factual materials. Id. Further, the court stated that the
Commission has since rev:sed its "procedural rules to clarify
that a candidate must raise a d:sputed issue within the 30-day

s ¥

period."” 1Id. at I56I n.2 (emphasis in original).
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Commission’s procedural rules state that "{t}lhe Commission will
consider any written legal and factual materials submitted by

the candidate within th:s 30 dav period in making its final

P~y

"

repayment determination(s;. 11 C.F.R. § 9038.2(c¢)(2)(emphasis
added). Furthermore, any committee that submits written legal
and factual materials may reguest an oral presentation before
the Commission in open sessicn. 11 C.F.R. § 9038.2(c)(3). 1f
the Commission grants the committee’s request for an oral
presentation, the candidate or the candidate’s designated
representative will be allotted time to make the oral
presentation to the Commission "based upon the legal and factual
materials submitted under 11 C.F.R. [§] 9038.2(c)(2)." o I1d.
However, a candidate’'s "failure to raise an argument in a timely
fashion during the initial determination process ... shall be
deemed a waiver of the candidate’s right to present such
arguments at any future stage of proceedings including any
petition for review filed under 26 U.S.C. § 904l(a).'g/ 11
C.F.R. § 9038.5(b). Therefore, if a candidate does not raise an

argqument in the written response to the initial repayment

determination, the candidate will be precluded from raising the

9 Section 904i(a:, Title 25 of the United States Code provides
presidential committees with an opportunity to seek judicial
review of the Commission’s final repayment determination.
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argument at the cral presentation.l0/ 11 C.F.R. §§ 9038.2(c)(2)
and 9038.5(b).

in the case herein, the Committee failed to raise the igsue
of the three year notification period in its written materials
that were submitted to the Commission on June 25, 1992 in
response to the initial repayment determination.ll/ Rather, the
Committee first raised the issue at its oral presentation before
the Commission on December 2, 1992.12/ Since the
three-year-notification argument was not included in its written
response to the initial repayment determination, the Committee

waived its right to raise this argument at the oral

presentation.13/ 11 C.F.R. § 9038.5(b). Therefore, the

10/ However, the Commission notes that it will consider
additional factual information at the oral presentation, and in
the supplemental documentation submitted thereafter, as long as
the facts relate to issues that were raised in the candidate’s
written response to the initial repayment determination. See 11
C.F.R. § 9038.2{(c)(3). _—

11/ The letter notifying the Committee that the Commission had
zade an initial repayment determination also informed the
Committee that it could request an opportunity to make an oral
presentation "based on the legal and factual materials
submitted” in response to the initial repayment determination.
Attachment 3 at 3.

i2/ The argument is also included in its supplemental responses
submitted after the oral gresentation.

13/ The Committee had amp.e cpportunity %o raise this argument,
The Commission’s regulations provided the Committee with 30 days
tro submit legal arnd factual materials demonstrating that no
repayment or a lesser repayment s due to the United States
Treasury. 11 C.F.R. § 9038.C2:c't2!. The Commission granted the
Committee an additional 4°2 d ays to submit its written response.
Therefore, the Committee nad ~3 days, unt:il June 25, 1992, to
raise the issue in its written response to the initial repayment
determination. Since the Committee did not raise this argument
until it made its oral presentation on December 2, 1992, the
issue was raised 160 days after the date allowed for submitting

a d

FN w10
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Commission will not consider this argument in reaching the final

repayment determination.l4/ Thus, based on the legal and factual

reasoning set forth below, the Ccmmission has made & final
determination that Mr. Robertson and the Committee must repay
$290,793.66 to the United States Treasury.

I11. REPAYNENT DETERMINATION FOR EXPENSES PAID IN EXCESS OF THE
OVERALL AND THE IOWA AND NEW HAMPSHIRE EXPENDITURE
LIMITATIONS
section 44la{(b)(1)(A), Title 2 of the United States Code

establishes the state and overall expenditure limitations for

candidates seeking the presidential nomination who receive
public financing. 26 U.S.C. § 9035(a). Any expenditure that is

in excess of the state or overall expenditure limitations is 2

nonqualified campaign expense.l5/ 11 C.F.R. § 9034.4(b)(2).

Therefore, the Commission may seek a pro rata repayment for any

(Footnote 13 continued from previous page)

any arquments disputing the Commission’s initial repayment
determination. 11 C.F.R. § 9038.5(b); see Kennedy for President
734 F.2d at 1561 n.2.

14, In contrast, the Dukakis for President Committee and the
Paul Simon for President Committee raised the issue of the three
year notification period in their written responses to the
Commission’s initial repayment determination. 1In reaching the
final repayment determination for those committees, the
Commission considered the substantive issue. However, the
Commission rejected the committees’ arguments and concluded that
the preliminary repayment calculation i1ncluded in the interim
audit report sat:sfies the notificaticn reguirements set forth
at 26 U.S.C. § 9038¢ci. Dukar:s for President Statement of
Reasons Supporting the Finai Repayment Determ:nation at 7
(February 25, 19%3°; Paul Simen £cr President Committee,
Statement of Reasons Supporiing e Final Repayment

¥ C

.
- 4

Determinaticn at 57 ‘March 4,

LYo I B ¢

o
¢
>

(VY]

18/ Furthermore, as a condition precedent to receiving public
financing, all candidates must certify that they have not and
will not incur expenditures :in excess of the state and overall
expenditure limitations. 11 C.F.R. § 9033.2(b)(2).
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amounts paid in excess of the expenditure limitations. 1}
C.F.R. § 9038.2(b)(2)(i)(A) and 9038.2(b)(2)(ii)(A).

The Final Audit Report found that the Committee exceeded
both the state and the overall expenditure limitations. The
overall expenditure limitation for the 1988 presidential
election cycle was $23,050,000. The Committee reported
$23,079,801.35 as the amount subject to the overall expenditure
limitation.l6/ Attachment 3 at 28. The Final Audit Report found
that the Committee exceeded the overall expenditure limitation
by $1,024,587.87. Attachment 3 at 62. The Commission’s

adjustment to the amount subject to the overall expenditure

- limitation included: (1) the Committee’s incorrect

classification of expenditures as exempt compliance;

(2) reported debts outstanding at December 31, 1991;

(3) additional debts owed to vendors and contributors

(4) aircraft usage; (5) an in-kind contribution from G.B.
Computer Services, Inc.; (6) Christian Coalition receipts

(7) American Life League receipts; (8) accounts receivable; and
(9) nonqualified campaign expenses. Attachment 3 at 62. The
amount paid in excess of the overall expenditure limitation,
which excluded accounts payable and any payments made after the
date the Committee’s accounts nc longer conta:ined public funds,

was $659,969.79. Id. a: £3.

16/ The Commission adjusted the reported amount to account for
mathematical error. Attachment 3 at 28.
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The Iowa and New Hampshire expenditure limitations for the
1988 presidential election cycle were $775,217.60 and
$461,000.00, respectively. The Final Audit Report also found
that the Committee exceeded the Iowa expenditure limitation by
$635,682.99 and the New Hampshire limitation by $506,108.44,.
Therefore, the aggregate amount paid in excess of the state
expenditure limitations, which excluded accounts payable of
$32,038.93, was $1,109,752.50 [($635,682.99 + $506,108.44) -

$32,038.93]. Attachment 3 at 27.

In the 1988 presidential election cycle, the Commission has

determined that when a presidential committee exceeds both the
state and the overall expenditure limitations, the greater of
the two overages will be used to calculate the pro rata
repayment to the United States Treasury. Final Audit Report on
George Bush for President, approved February 18, 1992; see
generally Explanation and Justification of Regulations on Public
Financing of the 1992 Presidential Primary, 56 Fed. Reg. 35907
(July 29, 1991). Therefore, the aggregate amount the Committee
paid in excess of the Iowa and New Hampshire expenditure
limitations was used as the basis for the initial repayment
determination. The Committee’s repayment ratio, as calculated
under 11 Z.F.R. § 9038.2(b -2.:¢1ii:, is .308142. Attachment 3

at 9. Thus, the Commissicn made an init:al determination that

’

LA
t

the Committee must repay $338,632..0 ($1,109,752.50 x .305142)

to the Un:ted States Treasury Icr expenses paid in excess of the

state expenditure limitaticns. Attachment 3 at 63,
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The Committee’'s response to the initial repayment
determination included arguments disputing the amounts allocable
to both the overall and state expenditure limitations. Based on
the Committee’s response to the initial repayment determination,
the Commission reduced the amount paid in excess of the overall
expenditure limitation from $659,969.79 to $648,524.79. The
Commission also reduced the total amount paid in excess of the
Iowa and New Hampshire expenditure limitations from
$1,109,752.50 to $789,409.47. Nevertheless, the amount paid in
excess of the state expenditure limitations of $789,409.47 is

still greater than the $648,524.70 paid in excess of the overall

" expenditure limitation. Therefore, the Commission’s final

determination that the Committee repay $240,881.98 ($789,409;47
x .305142) to the United States Treasury is based on the
aggregate amount paid in excess of the Iowa and New Hampshire
expenditure limitations.

The Commission’s downward adjustment of $11,445S
($659,969.79 - $648,524.79) to the overall expenditure
limitation is an offset that acknowledges and accounts for the
Committee’s claim that it sold furniture and equipment to the
Christian Coalition for that amount. Attachment 7 at 23. Since
the repayment is based on the amount paid in excess of the Iowa
and New Hampshire expenditure limitaticns, the Commission
concludes that it is not necessary to address the other

arguments the Comm:ittee raised with respect to the overall
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expenditure limitation.l7/ The reasoning supporting the
Commission’s conclusion that the Committee paid $789,409.47 in
excess of the Iowa and New Hampshire expenditure limitations is
set forth in the following discussion. Attachment 8 at 32-33
{Revised Expenditures Allocable to Iowa and New Hampshire
Expenditure Limitations).

IV. EXPENDITURES PAID IN EXCESS OF THE IOWA AND NEW HANPSHIRE
EXPENDITURE LIMITATIONS

The Commission’s regulations, as set forth at 11 C.F.R.
§ 106.2, govern the method by which expenses are allocated to
the state expenditure limitations. 11 C.F.R. § 9035.1(b). The
regulations provide that expenses incurred for the purpose of
influencing the nomination of a candidate in a particular state
are allocated to that state. 11 C.F.R. § 106.2(a)(1). There
are specific rules for allocating certain enumerated expenses.
11 C.F.R. § 106.2(b). For example, overhead expenses for
regional offices are aliocated to each state within the region
on a reasonable and uniform basis. 11 C.F.R.
§ 106.2(b)(2)(iv)(B). 1In addition, the regulations enumerate
specific expenses that are exempt from state allocation. 11
C.F.R. § 106.2(c). For example, a limited amount of compliance
costs and fundraising expenses are exempt from state allocation.
11 C.F.R. § 106.2(c (3],

A presidential comm:ttee is reguired tc ma:ntain, for
Commission inspection, the records supporting all assumptions
17/ However, the Commiss:cn does not acquiesce to or agree with

any other issues raised by the Committee that pertain to the
overall expenditure limitation.
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and calculations for the allocation of expenses to the state
expenditure limitations. 11 C.F.R. § 106.2(e). 1If the
Commission disputes a committee’'s method of allocation or claim
to an exemption, the committee must demonstrate, with supporting
documentation, that its proposed method of allocation was
reasonable. 11 C.F.R. § 106.2(2)(1). The Committee’s proposed
method of allocation will not be applied if the Committee cannot

support it with adequate documentation. See John Glenn

Presidential Comm., Inc. v. Federal Election Commission, 822

p.2d 1097, 1103 (D.C. Cir. 1987).

The Committee allocated $762,118.68 tc the Iowa expenditure

.~ }limitation and $429,669.92 to the New Bampshire expenditure

limitation. However, due to the lack of documentation, the
Commission could not verify the Committee’s allocations.
Therefore, the Commission developed its own method of allocation
pased on the Committee’s disbursement journal, disbursement
payroll journal, media and voter contact disbursements,
payables, and disbursement information from the Committee’s bank
accounts held in Iowa and New Hampshire. Based upon an analysis
of these records, the Interim Audit Report found that the
Committee exceeded the Iowa and New Hampshire expenditure
limitations by $447,490.27 and $360,763.48, respectively.
Attachment 1 at 15. The Interim Audit Report included
adjustments in the following areas for amounts subject to the
Iowa and New Hampshire expenditure limitations:

(1) disbursements from the Committee’s national bank accounts;

< ross disbursements from the Committee’s state bank
g
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accounts; (3) payroll disbursements to employees; (4) payroll
taxes paid to states; (5) media disbursements: (6) voter contact
services; (7) direct mail; and (8) accounts payable. Id. at 17.
The Interim Audit Report recommended that the Committee provide
documentation demonstrating that the Committee did not exceed
the state expenditure limitations. 1In addition, the Commission
issued subpoenas to third parties to obtais additional
documentation.

Based on the Committee’s response to the Interim Audit
Report and the additional information submitted by vendors in
response to subpoenas, the Final Audit Report found that the
Committee exceeded the Iowa expenditure limitation by
$635,682.99 and the New Hampshire limitation by $506,108.44.

The Final Audit Report included additional adjustments (as
compared to the Interim Audit Report) to the amount allocable to
the expenditure limitations in the following categories of
expenses: (1) disbursements from the Committee’s national bank
accounts; (2) voter contact services; (3) direct mail; (4)
expense reimbursements; (5) expenses for the purchase of audio
cassette tapes; and (6) accounts payable. Compare Attachment 1
at 17 with Attachment 3 at 2¢.

The Ccmmittee objects to the allocation of expenses in the
Finai Audit Report. The Committee contends that in some
instances the same expenses were applied to the state
expenditure limitations more than once or double counted. The
Committee also contends that some cf the activities at issue

were fundraising and, therefore, the related expenses should not
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have been allocated to the Icwa and New Hampshire expenditure
limitations.18/ Finally, the Committee contends that certain
expenses should have been allocated on a2 regional office basis.
Based on the Committee’s written and oral responses to the
initial repayment determination and for the reasons set forth
below, the Commission concludes that the Committee exceeded the
Iowa and New Hampshire expenditure limitations by $460,358.75
and $360,889.65, respectively. Thus, the total amount in excess
of the Iowa and New Hampshire expenditure limitations is
$821,448.40 ($460,358.75 + $360,889.65). The amount paid in

excess of the Iowa and New Hampshire expenditure limitations,

‘less the accounts payable of $32,038.93, is $789,409.47.

Therefore, the Commission has made a final determination that
the Committee must repay the United States Treasury $240,881.98
($789,409.47 x .305142) for exceeding the state expenditure
limitations.

A. Adjustments Based on Supporting Documentation

The Commission acknowledges that certain expenses were
allocated to the Iowa and New Hampshire expenditure limitations

more than once. The Commissicn has identified the double

18/ A qQuestion was raised In the Fi udit Report as to
whether the Committee exhausted the t it could allocate to
exempt fundraising. The Zaxildum amount any presidential
committee could allocate tc fundraising in the 1988 election
cycle was $4,610,000 (20% cf <he overall expenditure limitation
of $23.050.000). 2 U.S.C. § <31 9Y (B (vi). The Committee
reported this amount as a..czac.e to fundraising. The Committee
contends that it is not regquesting to allocate additional
expenses to fundraising, Zut 0 identify as exempt fundraising
certain expenses that it or:ig:inally allocated to fundraising.
Attachment 7 at 5.

il

7 M

-
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allocations and reduced the amcunt allocable to the Iowa and New
Hampshire expenditure limitations accordingly. Specificaily,
the Cemmission reduced the amcunt allocable to the New Hampshire
expenditure limitation by $120,352.47 to account for expenses
paid tc the Committee’'s vendor, MEM and Assocciates, that were
allocated twice tc the New Hampshire expenditure limitation.
Attachment 8 at §. The Commission reduced the amount allocable
to the Iowa expenditure limitation by $8,878.10 for the expenses
paid to another vendor, International Cassette Corporation. Id.

at 7. Similarly, a deposit of $20,000 for telephone service in

fowa was allocated twice to that state’s expenditure limitation.

. 1d. at 7. Therefore, the Commission reduced the expenses

subject to the Iowa expenditure limitation by $20,000.

Nevertheless, the Committee also contends that it received
a $14,665.50 refund from the telephone company for service in
Iowa that should not be allocated to that state’s expenditure
limitation. Attachment 7 at 10. The telephone company'’s check
contains a handwritten note, which states that the check is a
refund for a telephone number with the area code 515, an Iowa
area code. Other than the handwritten note on the refund check,
there is no evidence that the refund was for telephone service
in Iocwa. Therefcre, the lcmmissicn has nct reduced the Iowa
expenditure iimitaticn I $15,283.80 toc account feor this refund
check.

Finally, the Committee :denz:fied $17,271.02 in
disbursements frem :ts Icwa fank accounts, which 1t argues

should nct be allocated tc the Icwa expenditure limitation.
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Attachment 7 at 14. The Committee submitted a schedule of these
expenses that includes bank, telephone, and charter services
charges and shipping and printing costs. Attachment 7 at 80-81.
The Commission has reviewed the Committee’s schedule and the
supporting documentaticn. The supporting documentation shows
that $6,483.13 are not allocable to the Iowa expenditure
limitation. These expenses include $2,973l89 in interstate
travel expenses and $1,175.35 in interstate shipping cost. 11
C.F.R. § 106.2(c)(4). 1In addition, there were $142.88 in
interstate telephone charges and $2,131.01 in fundraising

expenses that are not allocable to the Iowa expenditure

- Yimitation. 11 C.F.R. §§ 106.2(b){(2)(v); 110.8(c)(2). Finally,

there are $36.00 and $24.00 in expenses that are allocable to
the South Dakota and Nebraska expenditure limitations,
respectively. 11 C.F.R. § 106.2(a)(1). Therefore, the
Commission has made a final determination that $10,787.89
{$17,271.02 - $6,483.13) in disbursements from the Iowa bank
accounts are allocable to the Iowa expenditure limitation.

B. Pundraising Exemption

Generally, "any costs incurred by an authorized committee
or candidate in connection with the solicitation of
contributions on behalf of such candidate” are not expenditures

to the extent that such costs doc not exceed 20% of the

<

committee’s overa.l expenditure limitation. 2 U.S.C.
§ 331(%)(BY(vi'; 21 C.F.R. § 1002.8(b:{2)(i'., The Commission’'s

regulations define the term "in ccnnecticn with the solicitation

" ot

of contributions” to mear "any costs reasonably related to




fundraising activity....” 11 C.F.R. § 100.8(b)(21)(i)(ii).
These fundraising costs are exempt from state allocation as long

as they do not occur within 28 days of a state’s primary

]

ieon. 11 C.F.R. § 100.8(bY(21)(iii}; see 11 C.F.R.

L o
L

1]
¢

1
-

1]

110.8(¢c){2). 1If a presidential committee claims that it is

wn

entitled to this exemption, it must submit documentation
supporting its method of allccation. 11 C.F.R. § 106.2(a)(1}.
The requirement that committees submit supporting
documentation to demonstrate the fundraising component of their
activities is consistent with the Commission’s determinations in

other audits of 1988 presidential campaigns. See Pete duPont

eeoarsase.

for President, Inc., Statement of Reasons Supporting the Final

Repayment Determination at 10 (December 14, 1989); Dole for
President Committee Inc., Statement of Reasons Supporting the
Final Repayment Determination at 8 (February 6, 1992); Dukakis
for President, Statement of Reasons Supporting the Final
Repayment Determination at 19 (February 25, 1993); Paul Simon
for President, Statement of Reasons Supporting the Final
Repayment Determination at 14 iMarch 4, 1993).

The duPont for President Committee, Inc. {"the duPont
Committee”) argued that it was entitled to a fundraising
exemption for expenses incurred .n connection with its
telemarketing program. Pete duFfant fcr President Inc.,
Sta-ement of Reasons Support:ing the Final Repavment
Determination at 6 {(December 13, 198S%). The Commissicn rejected

re duPont Committee’s claim <f a £

[

ndra:sing exemption because

there was no evidence that the zeiemarketing scripts included an




")

explicit fundraising message. Id. at 10-11. The Commission
reasoned that the lack of an overt fundraising message made the
telephone calls "indistingu:ishable from campaign devices
intended to educate voters and garner voting support.” 1d. at
11.

similarly, the Dole for President Committee, Inc. ("the
Dole Committee®™) contended that it was eniitled to exempt
Senator Dole’s costs for travel to events which were associated
with its direct mail fundraising activity. Dole for President
Committee, Inc., Statement of Reasons Supporting the Final

Repayment Determination at 7 (February 6, 1992). The Commission

" held that the Dole Committee was nct entitled to the fundraising

exemption because the committee did not submit any supporting
documentation to demonstrate that the expenditures were exempt
fundraising activity. I4. at 8. Furthermore, the Commission
noted that the Dole Committee’s assertion that the candidate
verbally regquested contributions was not sufficient to support
its claim of a fundraising exemption. 1Id. at 9.

Furthermore, Paul Simon for President, Inc. ("the Simon
Committee") claimed that although its radio and television
commercials did not include expiicit fundraising solicitations,
the commercials were the first step 1n the Simon Committee’s
mu.>i-tiered fundraising plan. Paul Simoen for President, Inc.,
Statement of Reasons Supporting the Final Repayment

4

Determ:nation at .8-.9% (March 4, 1

O

23}. According to the Simon

Ccmmittee, its commercials were followed by direct mailings

(99

which solicited contributions. I at 19. The Commission held

l
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that expenses for the direct mail portion of the plan were
allocable to fundraising. Id. at 22. However, the Commission
concluded that the expenses for the commercials were not
allocable to fundraising because the committee failed to submit
supporting documentation showing the commercials themselves
included a fundraising component. 1Id.

1. Kedia Expenses
The Committee contends that certain media expenses should
not be allocated to the Iowa and New Hampshire expenditure
limitations because they were made for the purpose of

fundraising. Attachment 7 at 10. The Committee claims that

three categories of media expenses were fundraising in nature.

Id. The first category of expenses is related to a newspaper

insert called "Who Is This Man." The insert notes Mr.
Robertson’s experience, education and participation in
international activities. Id. at 65-73. The insert also
solicits contributions from the reader. 1Id. at 73. The
Committee claims that the costs of the inserts, $42,479.21 in
Iowa and $8,193.12 in New Hampshire, should be allocated to
fundraising. Attachment 7 at l1ll1. The Committee also contends
that the production and shipping costs of $97,483.80 in lowa and
$35,144..0 in New Hampshire for the newspaper inserts, which
were paid to- its vender Richard Quinn and Associates, are

allocable to fundraisin

V6]

The Ccomittee contends that a second cateqory of expenses,
televisicn buys of $33,688..0 in Iowa and $39,133.68 in New

Hampshire, are allocabie to exenmp: fundraising. Attachment 7 at

cemati | T8
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i1. The Committee argues that these expenses are related to the
newspaper insert because "the main function of the TV support
was to encourage people tc read the insert.”™ 1Id. Therefore,
the Committee concludes that the television buys are fundraising
in nature. Id.

The third category of expenses is for activity the
Committee refers tc as "30 Minute Progra:'and Supporting Media."
The Committee contends that it paid $41,574.20 in Iowa and
$31,992.45 in New Hampshire for this media. Attachment 7 at 11.
The Committee asserts that the activity qualifies for the
fundraising exemption and it argues that under Advisory Opinion
{*AO") 1988-6, half of the amount at issue is allocable to
fundraising.19/

The Commission has made a final determination that the
expenses for the "Who Is This Man" newspaper inserts of
$42,479.21 in Iowa and $8,193.12 in New Bampshire are allocable
to exempt fundraising. The newspaper inserts include an overt
fundraising component. Further, the related production and
shipping costs of $97,483.80 in Iowa and $16,673.20 in New
Hampshire for the "Who Is This Man insert” are allocable to

fundraising. See 11 C.F.R. § 106.2(c)(2)(media production costs

are exempt from state al.ccat.:on). However, the remaining
$:8,470.90 ($35,144.10 - S12,673.20) in expenses are related to
the mailing cf 1£3,00C cther inserts. The Commission cannot

19 In AD 1988-6, the Commission held that expenditures for
Campaign commerc:als, wh:ich contain both a pclitical and
fundraising message, may be alliocated 30% to fundraising and 50%
to the state expenditure lim:itations.
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determine whether these inserts are related to the "Who Is This
Man" inserts. Furthermore, there is no indication that the
inserts in questicn inciuded a2 fundraising message or if the
fundraising activity cccurred within 28 days of the New
Hampshire primary. Attachment 8 at 9. Therefore, the
Commission concludes S$18,470.90 in expenses are allocable to the
New Hampshire expenditure limitation.

while the Ccmmittee contends that its television buys were
related to the "Who Is This Man"™ newspaper inserts, the
Committee has not demonstrated that the television commercials
contained a fundraising message. Similarly the Committee has
not demonstrated that the costs for the "30 Minute Program and
Supporting Media®™ are allocable to exempt fundraising. The
Committee did not submit any documentation, such as videotapes
or transcripts, to support its contention that these activities
included a fundraising component. Therefore, the Commission
could not distinguish these activities from other "campaign
devices intended tc educate voters and garner voting support."20/
Pete duPont for President Inc., Statement of Reasons Supporting
the Final Repayment Determination at 11 (December 14, 1989).

Accordingly, the expenses for the television buys and the "30

20, It shou.d be

nczed znat <ne Ccommission revised its
allocation rules :n 19%. tc allow presidential committees to
automatically allccate up to 0% cf their expenditures teo
fundra:sing. Therefizcre, "the Comm:ssion will no longer need to
examine disbursements claimeZ under the exemption to determine
whether they are related to Iundra:sing efforts.” Explanation
and Justificaticn cf the 1850 Regulat:ions on Public Financing cf
the 1992 Pres:dent:ial Primary, 56 Fed. Reg. 35901 (July 29,

1991).
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Minute Program and Suprnorting Media,” $75,262.30 ($33,688.10 +
$41,574.20) in lowa and $71,126.13 ($39,133.68 + $31,992.45) in
New Hampshire, are allocable to the respective state expenditure
limitations.
2. Voter Contact Services

The Committee argues that the costs of voter contact
services paid to two vendors, MEM and Associates {"MEM") and
International Cassette Corporation, should not be allocated to
the New Hampshire and Iowa expenditure limitations. MEM was
engaged in voter contact services on behalf of the Committee.

This activity involved mailing audio cagsettes to voters. The

Final Audit Report allocated $274,229.30 to the New Hampshire

expenditure limitation to account for these services. As noted
earlier, the Commission adjusted the New Hampshire expenditure
limitation by $120,352.47 to account for expenses that were
allocated twice. See infra p. 18. The Committee contends that
the $120,352.47 paid to MEM for mailing the audio cassettes
should not have been allocated to the New Hampshire expenditure
limitation at all because the activity associated with this
expense was identified as fundraising. Attachment 7 at 9. The
Committee contends that its records as well as the records of

MEM show that the activity was fundrais:in 1d.

W}

c check request forms.

[4))
T

The Commit-ee’s reccrzds consist ©

£

One cf the check reguests shows a $53,603.47 payment to MEM on
January 13, 1988 and it indicates that the purpose of the
paymert is a "New Hampshire Tapre Fund Raiser.” 1Id. at 47. The

second reguest shows a payment =f $60,747 that was approved on
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January 14, 1988, but there is no description of the purpose of
*hat payment. Id. at 48. 1In addit:on, the Committee submitted
an affidavit signed by its finance director, Richard Weinhold,

attesting to the fact that the activity in question was related

-

O

fundraising Id. at 523-52.

The Committee argues that $12,302 in costs for the shipping
of audio cassettes from its vendor, International Cassette
Corporation, are allocable to fundraising. Attachment 7 at 13.
In support of this contention, the Committee submitted sample
response letters from individuals whom it claims ordered the
audioc cassettes. Id. at 53. These letters allowed the
recipient to request the audio cassette and to designate the
amount he or she wished to contribute to the Committee. I1d.

The Commission concludes that the Committee has not
demonstrated that the expenses for the voter contact services
provided by either MEM or International Cassette Corporation
were fundraising costs that should be exempted from the state
expenditure limitations. The Committee provided documentation
indicating that the cassettes were offered in a letter that also
solicited contributions. However, the Commission cannot
determine when the letters and cassettes were mailed in New
Hampshire and Iowa. The Ccmm:ttee has not submitted any
documentation to demonstrate that the activity :n guestion
rimary elections :n
-mece states. 11 C.F.R. § 117.8 ¢ 2. Accsrdingly, the
Commission has made a f:nal determinaticn that $120,352.47 pa:d

~o MEM and $12,502..0 pa:d tc Internaticnal Cassette are




allocable to the New Hampshire and Icwa expendi<ure limitations,
respectively.

C. Post-Primary Expenditures

The Committee contends that $23,410.80 in expenses paid to
its vendor, Response Marketing, for "Iowa Casse<zes and Iowa
Base Letters” should not be allocated to the Iowa expenditure
limitation. Attachment 7 at 7. The Ccmm{ttee states that the
material was actually sent to South Dakota. 1Id. 1In addition,
the Committee submitted a memorandum from Response Marketing

suggesting that the expenses were paid after the Iowa primary.

1d. The memorandum, dated February 29, 1988, states that:

" "lelverything is printed and ready to mail but we need the

payments listed ... before the package can be mailed.”
Attachment 7 at 46. The Iowa caucus was held on February 8,
1988 and South Dakota’s primary election was held on February
23, 1988.

The Commission has made a final determination that the
$23,410.80 in expenses are allocable to the Iowa expenditure
limitation. Although the Committee contends the "Iowa Cassette
and "Iowa Base Letter” were mailed after the Iowa caucus, there
is no documentation to support the Committee’s argument. The
Committee has not provided any documentaticn %o Zemonstrate thas
the materials were shipped to Scuth Zakota. Indeed, the
memorandum from Respcnse Marketing, dated Februarcy 2%, 1988,
liges severa. items in additicn o the "Icwa Cassetze” and "lIcwa

Base Letter," including izems i1n cther states: "S. Dakota

"

Cassette,” "S. Bapt:i:st -Texas," and "Tax on South Dakota."
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Attachment 7 at 46. The invoice is not ific as to which
package would be ma:led after the payment was received. It
appears mere likely that Response Market:ng had previously
shipped materials designated for Iowa and was awaiting payment
pricr to shipping cther materials. In fact, an :1nvoice from
Response Marketing, dated February 2, 1988, which shows that
postage of $29,260 was due for mailing the "Iowa Base Letter,"
suggests that it was mailed pricr to that date. Further, a
check from the Committee to Response Marketing paying the same
amount was dated February 3, 1988.

The fact that the Committee may have paid Response
Hafketiﬁérfct all of the items after the Iowa caucus is not.
determinative. The critical inquiry is whether the expenditures
were incurred "for the purpose cf influencing the nomination" of
Mr. Robertson in Iowa. 11 C.F.R. § 106.2(a)(l). Expenditures
incurred in a state after the primary election, which relate to
that primary election are allocable to that state’s expenditure
limitation.21/ 11 C.F.R. § 110.8(c:(l). Thus, contrary to the
Committee’s argument, the fact that the Committee may have paid
£~r the materials after the Icowa caucus .s nct conclusive. The

Cromm:ttee’s documentaticn must show that the materials were

=l In the aud:.:

2f the Gepnariz fcr Pres:dent Committee, the
c=sts of cails macde afzer the Iowa primary were al..ccable to
~=~2- state’'s expenditure l:m:itat:icn. Gepnarit for President
Comm:*vee, Inc., Szazement c¢f Reasons Supporti:ng the Final
Repayment Determ:nation at 1. -May 21, 13%2 . sS:milarly, in the
aud:c of the Paul Simen £cr Pres:dent Committee, the expenses
ncurred for a party given tne night cf the New Hampshire
primary were al_ccazed zc that state’'s exrenditure l:mitation.
Paul Simon for President, Inc., Statement cf Reasons Supporting
the Final Repayment Determinat:cn at 51 (March 4, 1993)
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unrelated to the Iowa primary. Accordingly, the Commission
concludes that $23,410.80 in expenses are allocable to the Iowa
expenditure limitaticn.

D. Regional Campaign Offices

pursuant to 11 C.F.R. § 106.2(b)(2}{iv)(B}, the overhead
expenditures of a committee’s regional office with
responsibilities in two or more states shall be allocated to
each state on a reasonable and uniformly applied basis. 1In
determining "whether or not an office is a bona fide regional
office, the Commission will consider factors such as the
geographic proximity of the states covered, the timing of the
primaries involved, and the amount of effort directly focused on
seeking the nomination in each state.” Explanation and
Justification of 11 C.F.R. § 106.2(a)(1), 52 Fed. Reg. 20864
(June 3, 1987). The committee asserting that a particular
office is a regional office must submit documentation
demonstrating a regional purpose or otherwise show that the
expenses arising out of the office warrant classifying the
office as regional for the purpose of allocating overhead
expenses. Paul Simon for President, Inc., Statement of Reasons
Supporting the Final Repayment Determination at 37 (March 4,
1963); Addendum to the Final Audit Report on the Cranston for
President Committee, approved Cctiober 27, 1987 (the Commission

resected the Cranstcn Ccamitcee’s contention that the Iowa

h

o0ffice was a regiona. headguarters tecause there was
insufficient evidence that the Iowa office had a regional

purpose or function:. In the aud:t of the Dole for President
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Committee, the Commissicn rec
cffices can serve a dual purp
office. Statement of Reasons
Determination at 15 (February
cut of such an office will be
nature of the office. Id. at
The Committee allocated
related to its Iowa and New H
rates, contending that the o
Committee argues that the New
office for 12 states in the N
office was a rggional office
Ccommittee devised allocation
region based on the ratio of
total of all spending limits
Committee argues that its all
Attachment 4 at 14.
The Committee purports ¢
offices in Iowa and New Hamps
offices.

1d. at 13.

offices were responsible for

-30-
ognized that certain campaign
cse as both a state and a regional
Supporting the Final Repayment
6, 19%2). The expenses arising
allccated to reflect the dual
16.
payroll and overhead expenditures
ampshire offices to a number of
ffices were regional cffices. The
Hampshire office was a regional
ortheast region, and the Iowa
for 9 states in the Midwest. The
percentages for the stateé in éséh
a state’'s spending limit to the
for the states in the region. The

ocation formula was reasonable.

o offer further evidence that its

hire functioned as regional

In support cf its argument that these

a nationwide project to collect

petiticn signatures, the Committee has provided the Commission

with a list of the numper cf
1d4. at 14. These signatures
testing-the-waters porticn ¢

1N Y
following

contends that,

(AD)

~h.s

signatures collected per state.

were al.eged.y coilected during the
the campaign. Id. The Committee
reziz:cn drive, the Iowa and New
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Hampshire offices assisted individual state directors with
special events and functions. 1Id. at 16.

The Committee notes that it also submitted documents in
response to the Interim Audit Report which show the Iowa and New
Hampshire offices’ regional structures, regional budgets and a
1ist of the campaign’s regional and state directors. Attachment
4 at 14. The Committee’s documents includ?d statements from its
personnel which described their responsibilities and activities
in states other than in Iowa and New Hampshire. Id. 1In
addition, the Committee’'s documents included telephone records
which show long distance calls to other states and letters from
campaign staff stating that they traveled to other states to
coordinate the campaign. Finally, the Committee contends that
the letter from Response Marketing indicates that the "Iowa
Cassettes and Iowa Base Letters” were sent to South Dakota and
this provides further evidence that the Committee operated on a
regional basis. Attachment 7 at 7.

The Commission concludes that the Iowa and New Hampshire
offices were not regional offices and, therefore, the payroll
and overhead expenses cannct be allocated on a regional office
basis. In its written response to the Final Audit Report and in
support of its contenticn that the Iowa and New Hampshire

offices were regionai off:

0

es engaged in petiticn activity for

Mr. Robertson's candidacy, the Committee submitted a list of the

8]

number of petiticn signatures that were collected per state.
Attachment 4 at 31. However, this list, in isolation from

additional documentation, 1s nct ccnclusive on the issue of
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whether the New Hampshire and Iowa offices were regional
offices. The Committee has not submitted documentation to show
+hat the signatures obtained actually resulted from the
cperation of the regional offices. While the submitted lists

categorize signatures on a regional basis, the

e 18 no

r

supporting documentation that might show, for example, regional
cffice staff time that was spent on state activities.

Moreover, the Committee submitted an undated document in
response to the Interim Audit Report, which included a
description of the Committee’s regional structure and budgets.
This document shows that the Committee may have anticipated and
planned to target activity to other states covered by the
regional offices, but it does not show that the Committee in
fact engaged in such activity. An anticipation or expectation
toc engage in regional activity is not sufficient to document the
regional nature cof the offices at issue. Cranston for President
Committee, Inc., Addendum to the Final Audit Report, approved
October 27, 1987. Similarly, the facts suggesting that some
telephone calls and travel were made to locations outside of
Iowa and New Hampshire and materials frcm Response Marketing may
have been sent to South Dakota do not warrant classifying the
1owa office as a regional office for the purcose of allocating
cvernead expenses. Paul Simon for Pres.Zent, Inc., Statement of

Reasons Supporting the F:nali Repayment Teterminaticn at 37

4
‘0

93). There has been no showing that these

. N )
arch «, =
-

ac-:vities were intenceZ =z influence any state other than Iowa

and New Hampshire. Therefore, the Comnissicn has made a final
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determination that all overhead expenses from the Iowa and New
Hampshire offices are alleccable to those two states.

V. EXPENSES PAID APTER DATE OF INELIGIBILITY AND EXPENSES PAID
FOR TAX PENALTIES

A qualified campaign expense is, inter alia, any purchase
cr payment incurred by a presidential committee through the last
day of the candidate’s eligibility that is made in connection

with his or her cazpaign for the presidential nomination. 11

o}

C.F.R. § 9032.9(ail) and (2). However, the incurrence of the
expense cannot be in violation of any federal cor state law. 1}
C.F.R. § 9032.9(a)(3). Testing-the-waters expenditures and
winding down costs are examples of qualified campaign expenses.
11 C.F.R. § 9034.4(a){(2) and (3). Furthermore, federal income
taxes paid on non-exempt function income, such as interest,
dividends and the sale of property, are considered qualified
campaign expenses. 11 C.F.R. § 9034.4(a)(4).

The Final Audit Repcrt found that $318.10 in expenses
incurred after Mr. Robertson’s date of ineligiblility and
$71,760.57 paid to the federal and local governments for tax
penalties were nongualified campaign expenses. Attachment 3 at
11 and 69. Therefore, the Commission made an initial
determination that the Ccmmittee must make a pro rata repayment
of $-1,994.23 ['S7.,782.27 + $318.10) x .30%142) to the United
States Treasury. 2. 2t ll.

The Committee doces not dispute the Commission’s
class:fication ¢f expenses incurced after the date cf

ineligibility as ncnguas:fied campaign expenses, but it objects
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“o the Commissicon’s initial determination to seek a repayment
for public funds that were used to defray tax penalties. The
Committee asks that the Ccmmission use its discretion and not
treat the payment of tax penalties as nonqualified campaign
expenses. Attachment €& at 10. The Committee asserts that its
"requirement to pay the penalties to state and federal tax
authorities for late payment of emplioyment taxes was incurred by
the campaign during the normal course of its operation and
should be viewed as a qualified campaign expense." Attachment 4
at 3. The Committee notes that if it had not paid these
penalties, another branch of the federal government, the
Internal Revenue Service, would be seeking a payment.
™~ Attachment 2 at 34. The Committee states that "the Commission
- should decline to compound the Committee’s loss of funds by
assigning a further 30% repayment penalty more than four years
later."™ Attachment 4 at 3.

The Commission has made a final determination that the
payment of tax penalties is a nonqualified campaign expense.
While section 9034.4(a)(4) of the regulations provides that
federal income tax payments are qualified campaign expenses, the
Commission concludes that this provision applies only to tax zﬂé(&éFZ'
payments to the United States Treasury and it does not extend tgliépﬂy(
tax penalties. The paymer:z ¢0f a penalty asscciated with the
violaticn cf a state cor federal law is a nongua.ified campaign
expense. 11 C.F.R. § S0:0.97a:!(3'. The Commissicn does not
accept the Committee’s premise that a failure to pay taxes

occurs :n the normai course of a political campaign and that the
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penalties.22/ Compare 11 C.F.R. § 9032.9(a){(1) with 11 C.r.R,

§ 9032.9(a)(3). Therefore, the payment of tax penalties ig a
nonqualified campaign expense.23/ Accordingly, the Commission has
made a final determination that the Committee must repay
$21,994.23 to the United States Treasury for expenses incurred
after the candidate’s date of ineligibiliiy and for the payment
cf tax penalties.

V1. EXPENSES PAID RELATIVE TO THE REPUBLICAN NATICNAL
CONVENTION

The Commission made an initial determination that the
Committee must repay $22,727.59 to the United Btates Treasury
for nonqualified campaign expenses related to the Republican
National Convention ("the Convention®™). Attachment 3 at 13.
This repayment accounts for monies expended during the the
Convention for air fares, hotel rooms, equipment rentals, car
rentals, food purchases, phone banks, and the cost of decorating

and renting a hospitality center. Id. at 11.

22/ The Commission makes this distinction in other areas. For
example, expenses incurred to ensure compliance with the FECA
are qualified campaign expenses, but any civil or criminal
penalties paid as a resul: of a violaticn of the FECA are
nonqualified campaign expenses. Compare 11 C.F.R.

§ 9032.9(a)(1) with 11 C.F.R. § 8034.4:b* 4.

23/ Furthermore, the Committee’s pro rata repayment for paying
tax penalties is not a "30% repayment penalty" as the Committee
suggests, but a recapturing of public funds that were used to
defray nonqualified campaign expense. Reagan Bush Comm. v.
Federal Election Commission, 525 F. Supp. 1330, 1337 (D.D.C.
1981); accord Kennedy for President Comm. v. Federal Election
Commission, 734 F.2d 1558, 1565 (D.C. Cir. 198%)

’Yndvfmp
Committee should be entitled to use public funds to pay the [ VR - J
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The Committee contends that these expenses should be
treated as qualified campaign expenses or winding down costs
because they were incurred in an effort to "assist fundraising
and debt retirement effocrts through a heightened public profile"
and to "maintain the suppcrt and enthusiasm of delegates elected
on behalf of Dr. Robertson.” Attachment 4 at 4. The Committee
argues that the Commissicon has no reason to doubt the
Committee’s sincerity regarding its fundraising efforts.
Attachment 4 at 6. The Ccmmittee contests the Audit Division's
conclusion that its post-convention direct mailing was

unsuccessful compared to previous mailings, and therefore,

“unrelated to convention activities. Id. at 4. The Committee

contends that, although the amount of contributions decreased
from the first direct mail to the second, the amount of money
received from the post-convention mailing was a significant
accomplishment given the fact that the solicitations were sent
to persons who had previously contributed to the campaign. 1d.
The success of this second mailing, the Committee states, is a
direct result of the positive reception the candidate received
during the convention. IZ. The Committee further contends that
the Commission’s analysis shculd be governed by a genuine
fundraising intent, and nct the success of the fundraising
effcrts. Id.

The fundamental purzcse ©f the Matching Payment Act is to
"he:p defray campaign <csts :ncurred by eligible candidates in

seeking their party’s nczinaz:con for the

r
vy

[o]

ffice of President."

Friends of George McGovern, Statement cf Reasons Supporting the
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Final Repayment Determination at 13. {(June 13, 1985).

Therefore, once the Commission determined that on April 28, 1988
Pat Robertson was ineligible, the candidate could not receive
nor spend any additional public funds for the purpose of seeking
his party’s nomination.24/ 11 C.F.R. §§ 9033.5 and 9034.4(b)(3).
After that date, public funds could only ?c used for the purpose
of paying expenses associated with the termination of his
political activity.25/ Compare 11 C.F.R. § 9034.4(a)(3) with 11
C.F.R. § 9034.4(b)(3).

The Commission recognizes that in the course of terminating
a political campaign, a candidate may be required to incur
additional expenses for fundraising events designed to retire
campaign debt. However, the Committee has not demonstrated how
the expenses at issue, air fares, hotel rooms, equipament
rentals, car rentals, food purchases, phone banks, and the cost
of decorating and renting a hospitality center at the

Convention, were related to raising additional funds to retire

24/ This does not mean that the candidate is required to
withdraw from the election on the date of ineligibility.
Explanation and Justification of 11 C.F.R. § 9034.4(a)(3), 52
Fed. Reg. 20870 (June 3, 1987); see generally LaRouche
Democratic Campaign, Statement of Reasons Supporting the Final
Repayment Determination at Il (September 17, 1992). The
Commission revised its regu.ations in 1991 to permit candidates
to use private contributions to continue to campaign after the
date of ineligibility without such activity resulting in a
repayment for receiving funds in excess of entitlement.
Explanation and Justification of Regulations on Public Financing
of the 1992 Presidential Primary, 56 Fed. Reg. 35905 (July 29,
1991).

25/ The candidate could receive additional public funds after
his date of ineligibility only if the amount of outstanding
campaign obligations reflected on the NOCO Statement exceeded
the Committee’s assets. 11 C.F.R. § 9034.5(g)(3).
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campaign debt from the presidential primaries. These expenses
appear to be related to the candidate’s and his delegates’
attendance at and participation in the Convention.gg/ The
Committee cannot claim these expenses as legitimate winding down
~osts because there has been no showing that they were incurred
for the purpose of soliciting contributions intended to pay
debts from the presidential primaries. Therefore, the
Commission has made a2 final determination that the Committee
must repay $22,727.59 to the United States Treasury for
nonqualified campaign expenses associated with the Convention.
VII. UNDOCUMENTED TRANSFER OF FUNDS FROM NATIONAL ACCOUNT

The Commission may seek a pro rata repayment for
disbursements that were not documented in accordance with 11 .
C.F.R. § 9033.11, 11 C.F.R. § 9038.2(b)(3). Pursuant to 11
C.F.R. § 9033.11(b)(i)(iv), presidential committees must
document disbursements in excess of $200.00 with: (1) a
receipted bill from the payee; (2) a canceled check negotiated
by the payee with a bill or invoice; (3) a canceled check
stating the purpose of the disbursement; or (4) a canceled check
with collateral supporting evidence. 11 C.F.R.

§ 8033.11(b)(i)=~{iv). Furthermore, the presidential committee

- adelec!
26, The Commission has never classified conventicn-related

- . . Do VPRI )
expenses incurred after the candidate’'s date of ineligibility as ™ &

qualified campaign expenses. See e.g., Albert Gore, Jr. for - FAt,
President Committee, Inc., Final Audit Report, approved July 13, -
1989; Friends cf George McGovern, Final Addendum to the Final <

Audit Report, approved February 15, 1986. See generall
Explanation and Justification, 11 C.F.R. Parts 9007 and 9038, S0

Fed. Reg. 9422 i(March 8, 1985' (discussing convention-related
expenses as an example of nen-qualified campaign expenses in the
context of repayment calculations:.
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must demonstrate that disbursements made on behalf of the
candidate are qualified campaign expenses. 11 C.F.R.

§ 9033.11(a).

The Final Audit Report found that the Committee had
$17,008.00 in undocumented transfers from its national bank
account to bank accounts maintained by state offices. The
Committee’s repayment ratio was .305142. "Therefore, the
Commission made an initial determination that the Committee make
a pro rata repayment of $5,189.86 ($17,008.00 x .305142) to the
United States Treasury for undocumented disbursements.

The Committee contends that it cannot be held responsible

“for the fact that copies of bank records concerning the

transfers from its national accounts to its state accounts are
either illegible or inconclusive. Attachment 4 at 8. The
Committee submits that the Commission’s regulations require the
documentation of qualified campaign expenses, but that qualified
campaign expenses involve disbursements or expenditures that are
made in consideration for goods or services. Id at 9. The
Committee argues that the repayment cannot be based on
undocumented transfers of money because it did not buy anything.
1d. The Committee asserts that the transfer involves a simple
movement of money from one cf its accounts ts another account.
Id. The Committee notes that the expenditures had to be
documented in order to be qualified campaign expenses when they
were spent from the state accounts. Id.

There is merit to the Comm:ttee’s contention that the

Commission cannot seek a repayment on funds that were
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transferred from one account to ancther because the money was

not actually disbursed or spent. Kennedy for President Comm. v.

Federal Election Commission, 734 F. 24 1558, 1565 (D.C. Cir.

1984)(The court held that repayments to the United States
Treasury are limited to the amount of federal funds that were
spent for nongqualified campaign expenses). The Committee,
however, has the burden cf providing adequate documentation to
support its contention that the funds were not spent. See 11
C.F.R. § 9038.2(b)(3).

The Audit Division identified legible copies of checks that
were drawn on the Committee’s national account, which were made
payable to the state accounts. However, the auditors could not
identify any documentation to show that the funds were actually
deposited into the state accounts. Therefore, the Commission
attempted to, but could not trace, the alleged transfer of funds
into the state bank accounts. Accordingly, the Commission could
not determine whether the funds were transferred between the
Committee’s national and state accounts or spent. The Committee
did not submit any documentation in its response to the Final
Audit Report showing that these funds were, in fact, transferred
to the state accounts. Therefore, the Commission has made a
final determinaticn <tha: these transfers are undozumented
disbursements. Thus, tne Committee must make a pro rata
repayment cf $5,189.86 o5 the United States Treasury. 11 C.F.R.

§ 9038.2(b" (3.
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VIII. PRESS BILLINGS AND REIMBURSEMENTS

A publicly financed presidential committee may incur
expenditures for transportation, including air travel and ground
services for media personnel. 11 C.F.R. § 9034.6(a). Such
expenditures are qualified campaign expenses subject to the
overall expenditure limitation. Id. The committee may receive
reimbursements from the media for such services. 11 C.r.R.

§ 9034.6(b). HBowever, the reimbursements may not exceed an
individual’s pro rata share of the actual cost of such services
or a reasonable estimate of the individual’s pro rata share of
the actual cost of such services. Id. The pro rata share is
calculated by dividing the number of individuals to whom such
transportation and services are provided into the total co;ﬁ 6!
the transportation and services. 1Id.

The total amount of the individual reimbursements cannot
exceed the actual pro rata cost of the transportation and
services by more than 10%. 11 C.F.R. § 9034.6(b). The amount
of reimbursements received for the actual cost of transportation
and services may be deducted from the amount of expenditures
subject to the overall expenditure limitation. 11 C.P.R.

§ 9034.6(d)(1). The committee may deduct an additional 3% for
administrative costs of providing the services. 1Id. However,
the committee may deduct a higher administrative cost from the
overall expenditure limitaticn if it can demonstrate with
supporting documentation that it had administrative costs

greater than 3%. Id.
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During the course of the 1988 presidential election, the
Committee provided air transportation for the press. The
Interim Audit Repcrt, however, noted that the Commission'’s
auditors could not review the Committee’'s system of billings and
reimbursements for air transportation because there was a lack
of documentation. Although there was some information that was
provided during the audit fieldwork, the Audit staff could not
locate the invoices for 32 flight legs noted in the Committee’s
flight log. Therefore, the auditors could not determine whether
the amount billed the media was consistent with the Commission’s
regulations at 11 C.F.R. § 95034.6(b). The Interim Audit Report
recommended that the Committee submit the missing invoices and
documentation which detailed the amounts billed the media to
demonstrate that its billing policy was in compliance with
11 C.F.R. §§ 9034.6(b) and 9034.6(4d).

The Committee did not provide any additional documentation
in response to the Interim Audit Report. The Committee
contended that it initially billed the media 100% of first class
air fare.27/ Attachment 2 at 28. However, based on the
Committee’s flight logs, press inveoices and the billing

workpapers, the Commission found that the actual costs for the

27/ The Committee noted in 1its response to the Interim Audit
Report that this procedure was later changed when the Committee
began providing ground transporctation and hotel accommodations
for the media. Attachment 2 at 28.
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air transportation services was $103,432.22.28/ 11 C.P.R.

§§ 9034.6(b) and (d). The Final Audit Report concluded that the
Committee could receive a maximum of $113,775.44 in
reimbursements from the media organizations. The Committee
reported that it received $219,410.00 in reimbursements from the
media organizations.29/ This amount is $105,634.56 ($219,410.00 -
§113,775.44) in excess of the maximum anoaﬁt of reimbursements
the Committee was allowed to receive. Accordingly, the Final
Audit Report recommended that the Committee refund $105,634.56
to the press organizations.30/

The Committee objects to the recommendation that it make a
$105,643.56 refund to the press organizations. Attachment 4 at
23. The Committee contends that the reimbursements were in
compliance with the Commission’s regqulations. 1d. The
Committee asserts that section 9034.6(b) permits it to calculate
the press reimbursements for air transportation services based
on an individual’s pro rata share or a reasonable estimate of an
individual’s pro rata share. 1Id. at 21. The Committee contends
that an individual’s cost for each leg of the trip need not be

precise. 1d. at 22. Rather, the Committee need only

28/ The Final Audit Report noted that possibly the records did
not identify all of the media personnel or all of the costs
associated with providing the air transportation services.
Attachment 3 at 45.

29/ The Commission’s auditors reviewed the Committee's
disclosure reports to identify the total amount of
reimbursements from the media organizations.

30/ The Committee’s NOCO Statement includes the amount to be
refunded to the press as a payable,
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demonstrate that the pro rata share was reasonable. 1Id. The
Committee argues that the first class air fare, the amount it
was charged and in turn what it charged the press, satisfies
this reasonable estimate standard. I1d. The Committee contends
that this approach is consistent with the Commission’s past
policy. 1Id.

The Commission concludes that the Committee’s calculation
of the media personnel’s air transportation costs is inaccurate
and fails to comply with the requirements of 11 C.F.R.

§ 9034.6(b). In accordance with section 9034.6(b), the media
personnel’s transportation costs must be calculated by using the
individuals’ pro rata share of the actual cost and not first
class air fare. Furthermore, the Committee’s first class air
fare analysis is not a reasonable estimate of an individual's
pro rata share under 11 C.F.R. § 9034.6(b) since it does not
account for the difference in the price of first class air fare
over time. Nor does it account for all of the flights where the
Committee provided air transportation to the press
organizations. Moreover, the Committee, itself, was never
billed on a first class basis. The amount billed to the
Committee was based on various hourly rates, regardliess of the
number of individuals who were aboard the flights. Therefore,
the Committee’s proposed calculaticn cannot be deemed a
reasonable estimate of the pro rata share. Accordingly, the
Commission orders the Committee to refund $105,634.36 to certain
press organizations receiving reimbpursements in excess of the

maximum billable amount.
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The Committee may make refunds to the press organizations
that are prorated on a basis equal to the media organizationg’
original payments to the committee. See Statement of Reasons
Supporting the Final Repayment Determination, Bush-Quayle ’88
and George Bush for President Committee, Inc. Compliance
Committee at 16 (June 23, 1992)(The Commission was interpreting
11 ¢.P.R. § 9004.6{(d)). A list of the entities and the amocunt
of the refund they are owed can be found at Attachment 9.

IX. FINAL REPAYNMENT DETERMIRATION AND REFUND TO PRESS
ORGANIZATIONS

Therefore, the Commission has made a final determination
pursuant to 11 C.F.R. § 9038.2(c)(4) that for the foregoing
reasons, Mr. Marion G. Robertson and Americans for Robertson.
must repay $290,793.66 to the United States Treasury.
FPurthermore, the Commission orders Mr. Robertson and the
Committee to refund $105,635.56 to certain press organizations.

Attachment §.

Attachments

1. Interim Audit Report, approved December 19, 1989

2. Committee’s Response to the Interim Audit Report

{June 25, 1990)

Final Audit Report, approved March 26, 1992

Committee’s Response to the Final Audit Report

{June 25, 1992)

Memorandum to the Commission Re: Committee’s Request for an
Oral Presentation (Attachment omit<ted;

Transcript of Oral Presentation (Cecember 2, 1992)
Committee’s Supplemental Documentation Submitted After Oral
Presentation (December 9, 1992»

Memorandum from Robert J. Costa to Lawrence M. Noble, Re:
Americans for Robertscn - Audit Analys:s of Response to Final
Audit Report, Oral Presentation and Supplemental
Documentation Submitted After Oral Presentation

(May 10, 1993)(portions redacted).

Reported Reimbursements Frcm the Press and Amount Due.

o a2
T

wn

-~y on
PR

(o]

O




R R | asmmsm - s T e o

e

FEDERAL FLECTION COMAUSSION
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DISSENTING STATEMENT OF REASONS

In the Matter of:

Marion G. (“"Pat™) Robertson

and Americans for Robertson, Inc.
Commissioner Lee Ann Elliott

Introduction

I dissent from the Statement of Reasons issued in
this audit which states the Robertson Committee is
time-barred from arguing the Commission has not complied
with the three year statute of limitations provision at
26 U.S.C. § 9038{c). 1In my opinion, Robertson’s arguments
were properly raised, and the Commission should have

.resolved their objection on the merits, as we have done in

two other Presidential audits this cycle.

Statement of Pacts

On March 26, 1992, the Federal Election Commission 1
issued a Final Audit Report to the Robertson Committee.
This Report contained an "initial repayment determination”
that the Committee may have to repay $388,543.78 to the
United States Treasury. 11 C.F.R. § 9038.2(c){1). This
repayment is for federal funds the Robertson Committee
incorrectly received or misspent pursuant to the
Presidential Primary Matching Payment Account Act.

26 U.S.C. §§ 9031, 9038. This Act, however, specifies
that the Commission may not issue a repayment notification
more than three years after the closezof the matching
payment period. 26 U.S.C. § 9038(c).

1. See attached description of the FEC’s audit process
and chronology of the Robertson audit.

2. Specifically, § 9038(c) states:

No [repayment] notification shall be made
by the Commission under subsecticon (b) with
respect to a matching payment period more
than 3 years after the end of such period.
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Pursuant to our regulations, the Committee submitted
a written response tc the Commiss:cn’s Final Audit Report
on June 25, 1992. 11 C.F.R. § 9038.2(c):2). The response
detailed numerous factual and lecal disagreements the
Committee had with the Commissicn’s audit and legal
analysis, but did nct argue the Commissicn had not
complied with § 9038(c). The Committee’'s response alsc
requested an opportunity to make an oral presentation
before the Commission pursuant tc il C.F.R.
§ 9038.2(c¥{3).

At its December 2, 1992 oral presentation, the
Committee specifically stated:

that the statute reguires the Commission to notify
the Campaign Committee of its final repayment within
three years of receipt of the last matching payment
amount. The Commission has not met this obligation
in this matter.

Transcript of Oral Presentation at 14. 1In addition,
Commissioner McDonald quizzed the Committee on this
specific point, and the Committee responded pursuant to
its right to "answer any questions from individual members

. of ;hg”Connissiqnf' 11 C.F.R. § 9038.2{({c)(3). Transcript

at 30-35.

Also, at the beginning and end of the hearing, then-
Chairman Aikens reminded the Committee that it had 5 days
to submit supplemental information to support the
arguments it raised during the hearing. Transcript at 4§,
77. On December 9, 1992, Robertson submitted these
additional materials in a "Supplemzental Response"” that,
among other things, thoroughly addressed the three year
repayment issue. Supplemental Response at 23-25,

The Commission’s Statement

Nine months after the hearing, on September 23, 1993,
the Comamission considered a draft "Statement of Reasons”
containing a "Final Repayment Determination” that the
Robertson Committee will have to repay $290,793.66 to the
U.S. Treasury. The Statement accepted several of
Robertson’s written or oral arguments about evidence
submitted before, during and after its oral presentation.
See, e.g., Statement at 17. The Statement, however, said

(Footnote 2 continued from previous page)

For Robertson, the statute cf limitations
expired August 18, 1991, three years after the
Republican Party nominated George Bush for
President. 16 U.S.C. § 9032:6".
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the Commission "will not consider”™ the Committee's
argument that the Commission has not complied with the
three year statute of l:imitations. Statement at 9-10.

The Statement mainzains the Robertson Committee
"improperly raised the i1ssue o¢f whether the Commission
satisfied the three year period for notifying the
Conmittee of its repayment obligation to the United States
Treasury.” Statement at 7. The Statement bases this
argqument on three regulations: 11 C.F.R. § 9038.5(b) and
§§ 9038.2(c)(2) and (c:(3). These regulations govern the
procedures for repayment proceedings at the Commission.

Section 9038.5(b) states that a candidate’s committee
must raise its objections to a repayment determination in
a timely manner, and that the failure to raise an argument
in a timely fashion during the initial determination
process shall be deemed a waiver of the right to present
such argquments in the future.

Section 9038.2(c){2) states that a candidate has 30
days to submit legal and factual materials to dispute an
initial repayment determination. Subsection (c)}{(3) states
that a candidate aay also make an oral presentation to the

Commission based on the legal and factual materials

submitted under § 9038.2{c){2).

The Statement concluded that since Robertson did not
raise an objection about the three year statute cof
limitations in his written materials submitted right after
the Final Audit Report’s initial repayment determination,
he is barred from raising it at the oral hearing or
thereafter. Statement at 9-10. See also Kennedy for
President Cmte. v. Pederal Election Comnm., F. 558,
1560 n.2 (D.C. Circ. 1984).

Analysis

I do not think the Commission has advanced an
adequate basis for dismissing Robertson’s objections.
Just the opposite, I think Robertson’s arguments were
properly, repeatedly and timely raised before this agency,
similar to other audits in this cycle. Further, I think
the Commission has misapplied § 9038.5 and failed to apply
subsection (4) of §9038.2(c).

A. 11 C.rFr.R. § 5038.5

The Statement’'s use of 11 C.F.R. § 9038.5 as a basis
to dismiss Robertscon’s argument is improper. That
regulation is entitled "Petitions for rehearing, stays of

A
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repayment determination.”™ 7o be clear, a Statement of
Reasons is neither a petition for rehearing nor a stay of

repayment. It is a Final Repayment Determination.
11 C.F.R. §9038.2(c 14 (see attached summary of the
Commission’s audit procedures). So by its very title, any

cite to this regulation seems inapplicable.

Even if we can get beyond the title, nothing in the

text of § 9038.5(b) helps the Statement’s conclusion:

1. By its very text, § 9038.5(b) only governs

the failure to raise arguments during the "initial 3
determination process or in a petition for rehearing.”
Approving a Statement of Reasons is not part of the
initial determination process nor is it part of a petition
for rehearing. As previously stated, a Statement of
Reasons justifies the "Final Repayment Determination.”

The "initial determination process” ended with the passage
of the Pinal Audit Report on March 26, 1992. The

December 2, 1992 oral hearing was designed to influence
the Statement of Reasons, which is part of the "final p
determination” as defined in 11 C.FP.R. § 9038.2(c)(4).

2. Even if I construe § 9038.5(b)’'s use of

words "initial determination™ to mean every step that
could take place after the Final Audit Report - then I
still can’t exclude Robertson’s arguments, since

§ 9038.5(b) only excludes arquments not made in the
"initial determination process.” The oral hearing is

3. Section 9038.5{b) states in full:

Effect of failure to raise issues. The candidate’s
failure to raise an argument in a timely fashion during
the initial determination process or in a petition for
rehearing under this section, as appropriate, shall be
deened a waiver of the candidate’s right to present such
arquments in a future stage of proceedings including any
petition for review filed under 26 U.S.C. § 9041(a). An
issue is not timely raised in a petition for rehearing
if it could have been raised in response to the
Commission’s initial determination.

4. Using 9038.5(b) as the majority suggests only means
Robertson must now raise the three year repayment issue
in a Petition for Rehearing under 11 C.F.R. § 9038.5¢a".
Requiring the Committee tc Jump these procedural hurdles
will really only accomplish one thing: it will add

another six months to this aiready aged audit.
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specifically itemized as part of the repayment process
under § 9038.2{(c){3), so Robertson’'s argupents can still
be heard as part of the overall process. ~

3. Next, § 9038.5(b)’s warning about the
failure to raise "arguments” actually makes no distinction
between written and oral arguments. It just says
"arguments.” Accordingly, the regulation could be read to
exclude Robertson’s cbjection only if he had not raised it
in either his written comments or his oral testimony. The
regulation should not be read, however, to say that the
initial written response must contain every conceivable
arqument, and that Commissioners must limit their
questions to what the Respondent’s have already written.

B. 11 C.F.R. § 9038.2(c)

The Commission’s Statement is correct that i1 C.F.R.
§§ 9038.2(c)(2) and {3) say that before the Commission can
make a final repayment determination the candidate has 30
days to submit written materials and may request an oral
hearing. But, subsection (c)(4) then says:

_In making its final repayment determination, the
Commission will consider any {written} -submission ...
and any oral presentation made ... (emphasis added)

11 C.P.R. § 9038.2(c)(4)

In my opinion, our reqgulations clearly state the
Commission will consider what is said in an oral
presentation before making a final repayment
determination. This must hold true regardless of whether
everything that is said has also been written in "the
legal and factual materials {already] submitted under
11 C.P.R. § 9038.2(c)(2)." 11 C.F.R, § 9038.2(c)(3).

In my opinion, there is nc reason for the Commission
to have oral presentations if we are going to ignore what
comes up in them. The Statement’s restrictive reading of
our regulations means that Robertson’s oral presentation
could only be a mere verbal recitation of what the
Committee already wrote. An oral presentation should
explore any subject a Commissioner or presenter wishes,

5. Also, it is dangerous for the Commission to now
construe the regulation’s use of the words "initial
determination” to mean every step between a Final Audit
Report and a Statement of Reasons. That is not how we
characterized the repayment process in the Simon and
Dukakis audits, and opens the Commission to an
inconsistency. (See Section E, infra.)
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without fear of being ruled out-of-order. The Federal
Election Commission 1$ nct an appellate court, and the
sophisticated rules for briefing cases in litigation are
inapplicable to our fact-finding in audits.

Further, the materials sent-in by the Committee after
the oral presentation were a Supplemental written response
to the Pinal Audit Report. This material was requested by
the Commission, is written and was timely submitted.
Accordingly, the Supplemental Respcnse literally complies
with § 8038.2(c)(2), which means it may be considered
under {(c}(4}.

C. Inpnconsistency within this Audit

The Statement’s dismissal of Robertson’s arguments on
this issue raises a troubling inconsistency within this

audit. For example, on page 13 (regarding a different
issue) the Statement says:

The Commission’s downward adjustment of $11,445 ...
~_ is an offset that acknowledges and accounts for the
Committee’s claim that it sold furniture ... for

that amount. Attachment 7 at 23.

while I agree with this downward adjustment,
Attachment 7 is the Supplemental Response Robertson
subaitted after the Committee’s oral presentation. It is
inconsistent to say, within the same audit, that an
argument raised at an otaé hearing is untimely, but items
sent-in after it are not.

In fact, the Commission reduced Robertson’s repayment
by almost $100,000 after the oral hearing based on the
Supplemental Response. Even factual arguments that were
not accepted by the Commission were at least acknowledged.
Only the three year repayment section of Robertson’'s
Supplemental Respcnse was ignored.

6. Some may arque that a distinction can be made
between allowing evidence to be submitted late, but not
arguments. I think it should be just the other way
around: the failure to present evidence after the
record has closed should bar its later introduction, but
any argument can be made before the Statement of Reasons
is approved. That way, the Commission encourages the
prompt submission of materials, and recognizes that new
arguments develop over the course of a audit, and during
the entire presidential audit cycle.
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D. wWhy did Robertson wait to raise this issue until
the Oral Hearing ?

In its Supplemental Response, the Committee also
stated it is submitting:

additional documentation to corroborate the
information in its June 25, 1992 response tc the
Final Audit Report ... We note for the record that
the Committee offered to submit additional
information after our June 25, 1992 submission but
were advised by the Office of General Counsel on
several occasions that the record was closed and that
we were not permitted to file materials until after
the oral presentation.

Attachaent 7 at 2-3.

I personally find it very troubling that the
Robertson Committee may have been lead down a garden path
with the advice that they should not write in with any new
arguments before the hearing, but that those arguaments it
did raise at or after the hearing would be out of order.

E.  The Simon and Dukakis Audits

After Robertson submitted his Supplemental Response,
and while his audit was in the General Counsel’s office
for 9 months, the Commission squarely addressed the merits
of the three year repayment issue in two other 1988
Presidential audits.

On February 25, 1993, the Commission approved a
Statement of Reasons in the Dukakis for President Audit,
and on March 4, 1993, the Commission approved a Statement
of Reasons in Paul Simon for President Audit. Each of
these Statements addressed the merits of the committee’s
contention that the Commission was improperly seeking a
repayment frog thea beyond the three year statute of
limitations.

The Commission decided the Commission was in
compliance with the three year rule. The Commission held
that a candidate’s receipt of an Interim Audit Report’s
initial repayment determination within three years of his
party’s nominating convention constituted compliance with
§ 9038(c). Dukakis Statement cf Reasons at 8; Simon
Statement of Reasons at 57. Therefore, a committee’s
subsequent receipt of a Final Audit Report (with a revised
"initial repayment determination”) or a later Statement of

7. The three year notification period £cr Democratic
candidates expired on July 20, 1991.
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Reasons (with a still-different "final repayment
determination®) beyond the three year period is not
violative of § 9038(c), since the Interim Audit Repocrt
served as a basis for those later adjusted repayment
amounts.

I voted for the Simon and Dukakis Statements in
defense of the U.S. Treasury. I expected the Comnmission
would vote that same way in the Robertson Statement. But
before Robertson’s audit came up for its final vote, Simon
and Dukakis filed a petition for judicial review of the
the Commission’s judgment. Simon for President, Inc. v,
federal Election Comm., No. 93-1252 (D.C. Cir. filed April
Z, 1993); Dukakis for President Cmte., Inc. v. Federal
Election Comm., No. 93-1219 (D.C. Cir. filed March 139,
1993).

After those suits were filed, the General Counsel
submitted the Robertson Statement of Reasons which denied
Robertson’s ability to make the same arguments Simon and
pukakis did. The basis for this distinction is that Simon
and Dukakis raised their objections in their first
response to their Final Audit Reports, while Robertson
raised it in his oral hearing and Supplemental Response to

~the -Final Audit Report.

To me, it is inequitable to say two Presidential
committees can raise (and litigate) an issue, but a third
committee cannot, even though that committee raised the
issue before the Cg-lission resolved the issue in the
first two audits.

P. Kennedy for Preaident litigation

Lastly, I think the Stateaent’s reliance on a
footnote in Kennedy for President Cmte. v. FEC, 734 F.24
1558, 1560 n.2 (D.C. Cir. 1984) is misplaced. Statement
at 7. 1In fact, that footnote actually helps Robertson's
case. In allowing the Kennedy Committee to make its
allegedly late arguments, the court said:

8. During the Commission's deliberation of the
Robertson Statement of Reasons, the General Counsel
warned the Commission that allowing Robertson to raise
his objection at this stage means the Jackson and Bush
committees might try to raise it as well. That is
preposterous, since Jackson and Bush have already made
their repayments and their audits have been closed for
almost a year. Further, the General Counsel argued just
the opposite in the 1984 cycle, saying the Commission
should not re-open the Hollings and McGovern audits even

though we changed how we calculate repayments in the
later, Mondale audit.
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Morecver, the Committee ra:sed the repayment formula
issue three months before the FEC made its final
determination in this case. {emprhasis added).

Id.

That is what the Robertscn Committee did, as well.
They raised their 3 year repayment argument before the
Commission’s Final Repayment Determination. The only
factual difference is that Robertson raised it nine months
before the Final Repayment Determination, and Kennedy only
three,

Conclusion

The Commission has voted that Robertson is
time-barred from claiming the Commission is time-barred
from seeking a repayment from him. As the Commission
argues over procedures, this audit grows older and older.
Robertson withdrew from the Presidential race five and one
half years ago, yet we have not finished our work.

In my opinion, if you add up the facts that:
* the Committee’s prepared statement and testimony
at the oral hearing discussed the 3 year
repayment issue;

that a Commissioner specifically quizzed the
Committee on this issue;

that the Commission specifically requested
information from the Committee after the
hearing;

that those materials were timely submitted and
contained additional arguments about the statute
of limitations; and

that the Committee was told not to submit any
arguments before the oral hearing

forces me to believe that Robertson’s objections are
properly before us. On the basis of this Commission’s
history, I think fairness demands 1it.

Commissioner
October 8, 1993




L e

pissenting Statement of Reasons

Marion G.

(Pat)
and Americans for Robertson,

Robertson
inc.

FEDERAL EBLECTION COMMISSION AUDIT AND REPAYMENT PROCESS
UNDER THE PRESIDENTIAL PRIMARY MATCHING PAYMENT ACCOUNT ACT

RIOD OR PROCESS

titlement Period
9036, 9027

amination Period
038.1

jtial -
teraination

ocess
‘0§%.2(c)(1}

-
~

nal Determination
'ocess
1038.2(c)(2),(3)&(4)

shearing and
>pellate Rights
§ 9038.2(h); 9038.5

PROCEDURE

Presidential Primaries
{receipt of matching funds)
National Convention

(end of matching period)

Audit fieldwork with
candidate’s committee

Exit Conference between
PEC auditors and committee

Optional submission of
documents

FEC Interim Audit Report

(preliminary repayment

calculation)
Response to Interim Audit
FEC Final Audit Report
(initial repayment
deteraination)

Response to Final Audit
{request for oral hearing)
Oral Presentation
Supplemental response

to Final Audit Report
Statement of Reasons

(final repayment determination)

Petition for Rehearing
(optional)

Petition for Stay of
Repayment (optional)

Appeal of Repayment
Determination to U.S.
Court of Appeals

Cites are to the Commission’s Regulations)

(opticnal:

ROBERTSON

August 18,

1988

July S5, 1988 -
October 14, 1988

November 29, 1988

December 19, 1989

June 25,
March 26,

1990
1992

June 25, 1992

December 2,
December 9,

1992
1992

September 23, 1933



FEDER AL Eibo D8N ot SNION

December 15, 16983
MEMORANDUM

TO: Fred Eiland
Chief, Press Office

N
FROM: Kim Bright-Coleman M}%%v’
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SUBJECT: Dissenting Statement of Reasons - Americans
for Robertson, Inc.

Attached is a copy of a dissenting statement of reasons
issued by Commissioner Elliott with respect ot the final repayment
determination for Marion G. ("Pat") Robertson and Americans for
Robertson, Inc. approved by the Commission on September 23, 1993.
Informational copies have been received by all parties involved
and the document may be released to the public. ST

Attachment as stated
cc: Audit Division
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FEDERAL ELECTION CONMMISSION

WHASHMINCION O L -

DISSENTING STATEMENT OF REASONS

In the Matter of:

Marion G. ("Pat”®) Robertson
and Americans for Robertson, Inc.

P

Commissioner Lee Ann Elliott

Introduction

I dissent from the Statement of Reasons issued in
this audit which states the Robertson Committee is
time-barred from arguing the Commission has not complied
with the three year statute of limitations provision at
26 U.S.C. § 9038(c). In my opinion, Robertson’s arguments
were properly raised, and the Commission should have
resclved their objection on the merits, as we have done in
two other Presidential audits this cycle. T

Statement of Pacts

Oon March 26, 1992, the Federal Election Commission
issued a Final Audit Report to the Robertson Comaittee. 1
This Report contained an "initial repayment determination”
that the Committee may have to repay $388,543.78 to the
United States Treasury. 11 C.F.R. § 9038.2(c)(1). This
cepayment is for federal funds the Robertson Committee
incorrectly received or misspent pursuant to the
Presidential Primary Matching Payment Account Act.

26 U.S.C. §§ 9031, 9038. This Act, however, specifies
that the Commission may not issue a repayment notification
more than three years after the close,of the matching
payment period. 26 U.S.C. § 9038(c).?

1. See attached description of the FEC’s audit proces
and chronology of the Robertson audit. P ®

2. Specifically, § 9038(c) states:

No [repayment] notification shall be made
by the Commission under subsection (b) with
respect to a matching payment period more
than 3 years after the end of such period.
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Pursuant to our regulations, the Committee submitted
a written response tO0 the Commissicn’'s Final Audit Report
on June 25, 1992. 1l C.F.R. § 9038.2(c)(2). The response
detailed numerous factual and legal disagreements the
Committee had with the Commission’s audit and legal
analysis, but did not arque the Commission had not
complied with § 9038(c). The Committee’s response also
requested an opportunity to make an oral presentation
hefore the Commission pursuant to 11 C.F.R.
§ 9038.2(c)(3). .

At its December 2, 1992 oral presentation, the
Committee specifically stated:

that the statute requires the Commissicn to notify
the Campaign Committee of its final repayment within
three years of receipt of the last matching payment
amount. The Commission has not met this obligation
in this matter.

Transcript of Oral Presentation at 14. 1In addition,
Comsmissioner McDonald quizzed the Committee on this
specific point, and the Committee responded pucrsuant to

~its right to "answer any questions from individual members

of the Commission.” 11 C.F.R. § 9038.2(c)(3). Transcript-
at 30-35. T

Also, at the beginning and end of the hearing, then-
Chairman Aikens reminded the Committee that it had S days
to submit supplemental information to support the
argquments it raised during the hearing. Transcript at {4,
77. On December 9, 1992, Robertson submitted these
additional materials in a “"Supplemental Response® that,
among other things, thoroughly addressed the three year
repayment issue. Supplemental Response at 23-2S.

The Commission’s Statesent

Nine months after the hearing, on September 23, 1993,
the Commission considered a draft "Statement of Reasons"
containing a "Final Repayment Determination®™ that the
Robertson Committee will have to repay $290,793.66 to the
U.S. Treasury. The Statement accepted several of
Robertson’s written or oral arguments about evidence
submitted before, during and after its oral presentation.
See, e.g., Statement at 17. The Statement, however, said

(Footnote 2 continued from previous page)

For Robertson, the statute of limitations
expired August 18, 1991, three years after the
Republican Party nominated George Bush for
President. 26 U.S.C. § 9032(6).




- -

Dissenting Statement of Reasons Page 3
Marion G. (Pat) Robertson
and Americans for Robertson, Inc.

the Commission "will not consider”™ the Committee’s
arqument that the Commission has not complied with the
three year statute cof limitaticns. Statement at 9-10.

The Statement maintains the Robertson Committee
"improperly raised the issue of whether the Commission
satisfied the three year period for notifying the
Committee of 1ts repayment obligation to the United States
Treasury.” Statement at 7. The Statement bases this
argument on three regulations: 11 C.F.R. § 9038.5(b) and
§§ 9038.2(¢c)(2) and (c)(3). These regulations govern the
procedures for repayment proceedings at the Commission.

Section 9038.5(b) states that a candidate’'s committee
must raise its objections to a repayment determination in
a timely manner, and that the failure to raise an arqument
in a timely fashion during the initial determination
process shall be deemed a waiver of the right to present
such arguments in the future.

Section 9038.2(c)(2) states that a candidate has 130
days to submit legal and factual materials to dispute an
initial repayment determination. Subsection (c)(3) states

that a candidate may also make an oral presentation to the -

Commission based on the legal and factual materials -
submitted under § $038.2(c)(2).

The Statement concluded that since Robertson did not
raise an objection about the three year statute of
limitations in his written materials submitted right after
the Final Audit Report’s initial repayment determination,
he is barred from raising it at the oral hearing or
thereafter. Statement at 9-10. See also Kennedy for
President Cmte. v. Federal Election Comm., 734 F. 558,

n. D.C. Cir. 1984).

Analysis

1 do not think the Commission has advanced an
adequate basis for dismissing Robertson’'s objections.
Just the opposite, I think Robertson’s arguments were
properly, repeatedly and timely raised before this agency,
similar to other audits in this cycle. Further, I think
the Commission has misapplied § 5038.5 and failed to apply
subsection (4) of §9038.2(c}.

A. 11 C.P.R. § 9038.5

The Statement’'s use of 11 C.F.R. § 9038.5 as a basis
to dismiss Robertson’s argument is improper. That
regulation is entitled "Petitions for rehearing, stays of




e s :—.z_,.a, »,wd o R

Dissenting Statesent of Reasons Page 4
Macrion G. (Pat} Robertson
and Americans for Robertson, Inc.

repayment determination.® To be clear, a Statement of
Reasons is neither a petition for rehearing nor a stay of
repayment. It is a Final Repayment Determination.

11 C.F.R. §9038.2(c)(4) (see attached summary of rhe
Commissicn’s audit procedures). So by its very title, any
cite to this regulation seems inapplicable.

Even if we can get beyond the title: nothing in the
rext of § 9038.5(b) helps the Statement’'s conclusion:

1. By its very text, § 9038.5(b) only governs
the failure to raise arguments during the "initial
determination process or in a petition for rehearing.” 3
Approving a Statement of Reasons is not part of the
initial determination process nor is it part of a petition
for rehearing. As previously stated, a Statement of
Reasons justifies the "Final Repayment Determination.”

The "initial determination process” ended with the passage
of the Final Audit Report on Macrch 26, 1992. The

December 2, 1992 oral hearing was designed to influence
the Statement of Reasons, which is pact of the “final

 determination® as defined in 11 C.F.R. § 9038.2(c)(4). 4

2. Even if I construe § 5038.5(b)’'s use of -
words "initial determination” to mean every step that
could take place after the Final Audit Report - then I
still can’t exclude Robertson’s arguments, since
§ 9038.5(b) only excludes arguments not made in the
"initial determination process.” The oral hearing is

3. Section 9038.5(b) states in full:

Effect of failure to raise issues. The candidate’s
failure to raise an argument in a timely fashion during
the initial determination process or in a petition for
rehearing under this section, as appropriate, shall be
deemed a waiver of the candidate’s right to present such
arquments in a future stage of proceedings including any
petition for review filed under 26 U.S.C. § 9041{a). An
issue is not timely raised in a petition for rehearing
if it could have been raised in response to the
Commission’s initial determination.

4. Using 9038.5(b) as the majority suggests only means
Robertson must now raise the three year repayment issue
in a Petition for Rehearing under 11 C.F.R. § 9038.5(a).
Requiring the Committee to jump these procedural hurdles
will really only accomplish one thing: it will add
another six months to this already aged audit.
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specifically itemized as part of the repayment process
under § 9038.2(c)(3), so Robertson’s argugents can still
be heard as part of the overall process.

3. Next, § 9038.5(b!)’'s warning about the
failure tc raise "acguments” actually makes no distinction
between written and oral arguments. It just says
"arquments." Accordingly, the regulation could be read to
exclude Robertson’s objection only if he had not raised it
in either his written comments or his oral testimony. The
requlation should not be read, however, to say that the
initial written response must contain every conceivable
arqument, and that Commissioners must limit their
questions to what the Respondent’s have already written.

B. 11 C.F.R. § 9038.2(c)

The Commission’s Statement is correct that 11 C.F.R.
§§ 9038.2(c)(2) and (3) say that before the Commission can
make a final repayment determination the candidate has 30

days to submit written materials and may request an oral

hearing. But, subsection (c)(4) then says:

In making its final repayment determination, the -
Commission will consider any (written] submission ...
and any oral presentation made ... (emphasis added)

11 C.F.R. § 9038.2(c)(4)

In my opinion, our regulations clearly state the
Commission will consider what is said in an oral
presentation before making a final repayment
determination. This must hold true regardless of whether
everything that is said has also been written in "the
legal and factual materials {already] submitted under
11 C.P.R. § 9038.2(c¢c)(2)." 11 C.F.R, § 9038.2(c)(3).

In my opinion, there is no reason for the Commission
to have oral presentations if we are going to ignore what
comes up in them. The Statement’s restrictive reading of
our regulations means that Robertson’s oral presentation
could only be a mere verbal recitation of what the
Committee already wrote. An oral presentation should
explore any subject a Commissioner or presenter wishes,

5. Also, it is dangerous for the Commission to now
construe the regulation’s use of the words "initial
determination® 0 mean every step between a Pinal Audit
Report and a Statement of Reasons. That is not how we
characterized the repayment process in the Simon and
Dukakis audits, and opens the Commission to an
inconsistency. (See Section E, infra.)
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without fear of being tuled out-of-order. The Federal
Election Commission is not an appellate court, and the
sophisticated rules for briefing cases 1n litigation are
inapplicable to our fact-finding in audits.

Further, the materials sent-in by the Committee after
the oral presentation were a Supplemental written response
to the Final Audit Report. This material was requested b
the Commission, is written and was timely submitted. Y
Accordingly, the Supplemental Response literally complies
with § 9038.2(c)(2), which means it may be considered
under (c)(4).

C. Inconsistency within this Audit

The Statement’s dismissal of Robertson’s arquments on
this issue raises a troubling inconsistency within this
audit. PFor example, on page 13 (regarding a different
igssue) the Statement sSays:

The Commission’s downward adjustment of $11,445 ..

is an offset that acknowledges and accounts for the - -
Committee’s claim that it sold furniture ... for

that amount. Attachment 7 at 23.

while I agree with this downward adjustment,
Attachment 7 is the Supplemental Response Robertson
submitted after the Committee’s oral presentation. It is
inconsistent to say, within the same audit, that an
argument raised at an o:aé hearing is untimely, but items
sent-in after it are not.

In fact, the Coamission reduced Robertson’
by almost $100,000 after the oral hearing basedso;eggz“nt
Supplemental Response. Even factual arquments that were
not accepted by the Commission were at least acknowledged
only the three year repayment section of Robertson’s )
Supplemental Response was ignored.

6. Some may argue that a distinction can be made
between allowing evidence to be submitted late, but not
arguments. I think it should be just the other way )
around: the failure to present evidence after the
record has closed should bar its later introduction, but
any argument can be made before the Statement of Reasons
is approved. That way, the Commission encourages the
prompt submission of materials, and recognizes that new
arquaents develop over the course of a audit, and durin
the entire presidential audit cycle. g
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D. Why did Robertson wait to raise this issue until
the Oral Hearing ?

In its Supplemental Response, the Committee also
stated it is submitting:

additional documentation to corroborate the
information in its June 2%, 1992 response te the
Final Audit Report ... We note for the record that
the Committee offered to submit additional
information after our June 25, 1992 submission but
were advised by the Office of General Counsel on
several occasions that the record was closed and that
we were not permitted to file materials until after
the oral presentation.

Attachment 7 at 2-3.

I personally find it very troubling that the
Robertson Committee may have been lead down a garden path
with the advice that they shcould not write in with any new
arguments before the hearing, but that those arguments it

AQid_ggise at or after the hearing would be out of order.

E. The Simon and Dukakis Audits

After Robertson submitted his Supplemental Response,
and while his audit was in the General Counsel’s office
for 9 months, the Commission squarely addressed the merits
of the three year repayment issue in two other 1988
Presidential audits.

On February 25, 1993, the Commission approved a
Statement of Reasons in the Dukakis for President Audit,
and on March 4, 1993, the Commission approved a Statement
of Reasons in Paul Simon for President Audit. EZach of
these Statements addressed the merits of the committee’s
contention that the Commission was improperly seeking a
tepayment Ero’ them beyond the three year statute of
limitations.

The Commission decided the Commission was in
compliance with the three year rule. The Commission held
that a candidate’s receipt of an Interim Audit Report's
initial repayment determination within three years of his
party’s nominating convention constituted compliance with
§ 9038(c). Dukakis Statement of Reasons at 8; Simon
Statement of Reasons at 57. Therefore, a committee’'s
subsequent receipt of a Final Audit Report (with a revised
"{initial repayment determination®”) or a later Statement of

7. The three year notification period for Democratic
candidates expired on July 20, 1991.
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Reasons (with & still-different "final repayment
determination") beyond the three year period is not
violative of § 9038(c)., since the Interim Audit Report
served as a basis for those later adjusted repayment
amounts.

1 voted for the Simon and Dukakis Statements in
defense of the U.S. Treasury. I expected the Commission
would vote that same way in the Robertsan Statement. But
before Robertson’s audit came up for its final vote, Simon
and Dukakis filed a petition for judicial review of the
the Commission’s judgment. Simon for President, Inc. v.
rederal Election Comm., No. 33-1257 (D.C. Clr. filed April
7, 1993); Dukakis for President Cmte., Inc. v. rederal
Election Comm., No. 93-1219 (D.C. Cir., filed March 19,
133%3).

After those suits were filed, the General Counsel
submitted the Robertson Statement of Reasons which denied
Robertscn’s ability to make the same arquments Simon and
pukakis did. The basis for this distinction is that Simon
and Dukakis raised their objections in their first
response to their Final Audit Reports, while Robertson
raised it in his oral hearing and Supplemental Response to
the Final Audit Report. L

To me, it is inequitable to say two Presidential
committees can raise (and litigate) an issue, but a third
committee cannot, even though that committee raised the
issue before the Canission resolved the issue in the
first two audits.

P. FKennedy for President litigation

Lastly, I think the Statement’'s reliance on a
footnote in Kennedy for President Cmte. v. FEC, 734 Pr.24
1558, 1560 n.2 (D.C. Cir. 1984) is mispiaced. Statement
at 7. In fact, that footnote actually helps Robertson’s
case. In allowing the Kennedy Committee to make its
allegedly late arguments, the court said:

8. During the Commission’s deliberation of the
Robertson Statement of Reasons, the General Counsel
warned the Commission that allowing Robertson to raise
his objection at this stage means the Jackson and Bush
committees might try to raise it as well. That is
preposterous, since Jackson and Bush have already made
their repayments and their audits have been closed for
almost a year. Further, the General Counsel argued just
the opposite in the 1984 cycle, saying the Commission
should nct re-open the Hollings and McGovern audits even
though we changed how we calculate repayments in the
later, Mondale audit.
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Moreover, the Committee raised the repayment formula
1ssue three months before the FEC nade its final
determination in this case. (emphasis added).

1d.

That :s what the Robertson Committee did, as well.
They raised their 3 year repayment argument before the
Commission’s Final Repayment Determination. The only
factual difference is that Robertson raised it nine months
before the Final Repayment Determination, and Kennedy only
three.

Conclusion

The Commission has voted that Robertson is
time-barred from claiming the Commission is time-barced
from seeking a repayment from him. As the Commission
argues over procedures, this audit grows older and older.
Robertson withdrew from the Presidential race five and one
half years ago, yet we have not finished our work.

in my opinion, if you add up the facts that:
* the Committee’s prepared statement and testinony-

at the oral hearing discussed the 3 year
repayment issue;

* that a Commissioner specifically quizzed the
Committee on this issue;

* that the Commission specifically requested
information from the Committee after the
hearing;

. that those materials were timely submitted and

contained additional arguments about the statute
of limitations; and

* that the Committee was told not to submit any
arquments before the oral hearing

forces me to believe that Robertson’s objections are
properly before us. On the basis of this Commission’'s
history, I think fairness demands it.

Y

eeNAnn Elliott
Commissioner
October 8, 1993
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{optional)
Petition for Stay of

Repayment (optional)

Appeal of Repayment

Determinaticn to U.S.
Court of Appeals (optional)

jtes are to the Ccommission’s Regulations)

ROBERTSON

August 18, 1988

July 5, 1988 -
Qctober 14, 1988

November 29, 1988

December 19, 4989

June 25, 199¢
March 26, 1992

June 25, 1992

December 2, 1992
December 9, 1992

September 23, 1993
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BALLOT DEADLINE: TUESDAY, NCOVEMBER 30. 13993 4:00

COMMISSIONER: AIRENS, ELLIOTT, McDONALD, MCGARRY, POTTER, THOMAS

SUBJECT: RATIFICATION OF REPAYMENT DETERMINATIONS
FOR 1968 PRESIDENTIAL CAMPAIGNS. MEMORANDUM

70 THE CCMMISSION FROM THE OFFICE OF THE

GENERAL COUNSEL DATED NOVEMBER 24. 1993.

T ) 1 approve the recommendation(s)

) 1 object to the recommendation(s)
COMMENTS:

DATE: SIGNATURE:

A definite vote 1s required. All baliots must te signed and dated.
please return ONLY THE BALLOT to the Comm:ssicn Secretary.

please return pallot no later than Aave and tire shown above
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THROUGH: John C. Surig
staff Diregtd

FROM: Lawrence M., N

i %/
General Counse

/
Kim Bright-Ceéleman Lﬂ%i;

Associate Geheral Counsel

SUBJECT: Ratification of Repayment Determinations for 1988
Presidential ‘Campaigns

_ on November 9, 1993, the Commission approved the Office of
General Counsel’s recommendation to ratify the repayment B
determinations made with respect to the 1988 presidential
campaigns in light of FEC v. RA Political Victory Fund, No.

N Y
91-5360 (D.C. Cir. Oct. ’ Y. Accordingly, we have prepared
this memorandum to effect the ratification of each preliminary

repayment calculation, initial repayment determination, and final
repayment determination for each publicly financed presidential
campaign for the 1988 presidential election cycle in which the
repayment determination is not yet finally closed and paid. The
ratification would confirm the repayment determinations made with
respect to Americans for Robertson, Inc., Paul Simon for
president, Dukakis for President Committee, Inc., and LaRouche
pemocratic Campaign. Each of these committees instituted suits

challenging the Commission’s repayment determinations that are
ongoing.

Attached for your information are copies of the
certifications for the previous approval of the preliminary

repayment calculation, initial repayment determination, and final
repayment determination for each committee.l-

1/ It should be noted that the preliminary repayment
calculat-on is contained in the interim audit report and
the init-al repayment determination is set forth in the
final aucdit report for each committee. The final
repayment determinaticn 1S supported by a statement of
reasons. The certifications are fcr the Commission’s
approval cf these documents.



Memorandum to the Commission

ratification of 1988 Repayment Determinations
Page 2

RECOMMENDATION

The Office of General Counsel reccmmends that the Commigsion
ratify the preliminary repayment calculations, initial repayment
determinations, and final repayment determinations made with

respect to the following 1988 publicly financed presidential
candidates and committees:

Marion G. Robertson and Americans for Robertson, Inc.:
Michael 8. Dukakis and Dukakis for President Committee,
Senator Paul Simon and Paul Simon for President; and
Lyndon H. LaRouche and LaRouche Democratic Campaign.

Inc.;

Attachments

Certification of Commission votes on the interim audit
reports, final audit reports and statements of reasons
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BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of b
Agenda Document
Americans for Robertson, Inc. $X89-87

Interim Audit Report

B e

CERTIFICATION

I, Marjorie W. Emmons, recording secretary for the

Federal Election Commission executive sesgion on

December 19, 1989, do hereby certify that the Commission

decided by a vote of 6-0 to approve the Interim Audit Ropgft
on Americans for Robertson, Inc. as submitted in Agenda
Document #X89-87, subject to amendment of recommendation 29,
and certain other amendments agreed to during the meeting
discussion.

Commissioners Aikens, Elliott, Josefiak, McDonald,
McGarry. and Thomas vated affirmatively for the decision.

Attest:

a e
. o
L=27-EF arsesce TZHh Emnena
Date i Marjorie W. Emmons
Secretary of the Commission
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BEFORE THE FEDERAL ELECTION COMMISSION

8
in the Matter of

Agenda Document #92-46
Americans for Robertson, Inc. -

Final Audit Report.

CERTIFICATION

1, Delores R. garris, recording secretary for the

pederal Election Commission open meeting on Thursday,

March 26, 1992, do hereby certify that the Commission
rook the following actions in the above-captioned

matter:

1. pecided by votes of 5-0 to approve
reco-nonaat{ons 1-8, as submitted in
Agenda Document $92-46.
Commissioners Aikens, Elliott,
McDonald, McGarry and Thomas voted

affirmatively for the decisions;
Commissioner Potter was not present.

(continued)
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rederal Election Commission Page 2
certification for Americans

for Robertson, Inc. - Final

Audit Report
~hursday, March 26, 1982

2. pecided by a vote of S-0 to approve
the Final Audit Report - Americans

for Robertson, Inc., as submitted

in Agenda Document $92-46, and as

amendad by the Audit pivision to

add a footnote regarding the overall

limitation.

Commissioners Aikens, Elliott, McDonald,
McGarry and Thomas voted affirmatively
- for the decision; Commissioner Potter
- was not present.

Attest:

Delores R.
Administrative Assistant

LN




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of -
Americans for Robertson, Inc. -
rinal Repayment pDetermination
proposed statement of Reasons
(LRA #33%5).

Agenda Documents #93-76
and $93-76-A

(RPN W

CERTIFICATION

1, Delores Hardy, recording secretary for the Federal

glection Commission open meeting on Thursday, September 23,

1993, do hereby certify that the Commission tééi ihe folldwin

actions on Agenda Document #93-76:

i. pDecided by a vote of 5-1 to approve Section II,
as submitted in Agenda Document #93-76, subject
to the addition of a footnote with language
acknowledging the distinction between raising
new legal issues versus factual materials in
response to Commissioners inquiries on issues
previously raised.

Commissioners Alkens, McDonald, McGarry, Potter,
and Thomas voted affirmatively for the decision;
Commissioner Elliott dissented.

{continued)




Federal Election Ccmmission

certification forc
Amecrican for Robertson,
rinal Repayment Determination and
proposed statement of Reasons
(LRA #33%5).

September 23, 1993

2. pecided by 3 vote of 5-1 to:

a. pDetermine that Marion G.
Robertson,

Amecicans for
5290,793.66 tc the

Page 2

Robertson and
Inc. must repay

United States Treasury;

Robecrtson and Americans for
to refund $105,634.56 to
jons; and

the Statement of Reasons in supporct

recommended in Agenda

amendaents

pursuant to the meeting discussion.

p. Ordet Harion G.
Robertson, Inc.
certain press organizat
c. Approve
of the final repayment detersination and
refund order, as
Document $93-76, subject to the
agreed upon
Commissioners

statenent of reasons.

Attest:

Aikens, McDonald, McGacry,
and Thomas voted affirmatively
Commissioner glliott dissented

Potter,
¢or the decision;
and will issue a

\Jopnger 24 199

Administrative Assistant



BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of

Interim Audit Report -
pukakis for President
Committee, INC.

-t ot

CERTIFICATION

1, Marjorie W, Emmons, Secretary of the Federal Election
Commission, do hereby certify that on February 14, 1990, the
Commission decided by a vote of 5-1 to approve the Interim Audit

Report - pukakis for President Committee, Inc., as submitted

under staff memorandum dated February 8, 1990.

Commissioners Elliott, Josefiak, McDonald, McGarry and
Thomas voted affirmatively for the decision; Commissioner
Aikens dissented.

Attest:

2 =)= 90 ﬂ#%kw/m

Date Marjorie W. Emmons
Secretary of the Commission

Received in the Secretariat: Thursday, Feb. 8, 1990 3:05 p.m
Circulated to the Ccmmission: Friday, Feb. 9, 1990 12:00 p.m
peadline for vote: Tuesday, Feb. 13, 1990 4:00 p.m
Objecticn received: Monday, Feb. 12, 1990 5:17 p.m
Placed on Agenda for: Tuesday, Feb. 27, 1990

Objection withdrawn: Wednesday, Feb. 14, 1990 12:20 p.m.

7



BEPFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )

) A%enda Document #91-99
pukakis for President Committee, Inc. )

CERTIFICATION

i, Delores R, Harris, recording secretary for the
Federal Election Commissicn open meeting on October 10,
1991, do hereby certify that the Commission took the

following actions on Agenda Document #91-99:

1. Decided by votes of 5-0 to:

a. approve recommendation 1, as found
on page 6 (bottom pagination).

b. approve recommendation 2, as found
on page 7 (bottom pagination).

c¢. approve recommendation 3, as found
on page 25 (bottom pagination).

d. approve recommendation 5, as found
on page 35 (bottom pagination).

e. approve recommendation 6, as found
on page 37 (bottom pagination).

Commissioners Aikens, Elliott, McDonald, HKcGarry,
and Thomas voted affirmatively for the decisions;
Commissioner Josefiak was not present.

{continued)



federal E

lection Commission Page

certification for pukakis for
President Committee, Iinc. -
rinal Audit Report

October 10, 1981

Aefpden 111991

*

pecided by a vote of 4-1 to approve
:ccolncnaaticn i, except have the Audit
pivision revise the calculations to back
out of the surplus calculation, those
contributions which the committee has
indicated were transferred over to

the General Election Legal and Compliance
Fund within 60 days or less.

Commissioners Elliott, McDonald, McGarry, and
Thomas voted affirmatively for the decision;
Commissioner Aikens dissented; and Commissioner
Josefiak was not present.

Attest:

Date

Delores R.
Administrative Assistant




BEFCRE THE FEDERAL SLECTICN COMMISSICON

-
tn =he Matter of
Agenda Document

Governor Michael 5. Dukakis and 493-14

rhe Dukak:is for President Committee,
Inc. - Proposed Final Repayment
Determination and Statement cf Reasons
fLRA #340).

PR S

CERTIFICATION

1, Delores Hardy, recording secretary for the

Federal Election Commission open meeting on Thursday,

February 25, 1993, do hereby certify that the Commission
decided by a vote of 5-0 to take the following actions

with respect to the above-captioned matter:

1. Determine that Governor Michael S. Dukakis
and the Dukakis for President Committee, Inc.
must repay $491,282.31 to the United States
Treasury; and

Approve the draft Statement of Reasons in
support c£ the final repayment determinat:
as recommended :n -he General Counsel’s :e
dated February 8, 1331,

[ %]

[R]

con

ot

inued!

-t
7



'y
w
el
®

Federal Election CommissSion
certification for
sovernor Michael S. pukakis and
-nme Dukakis for president Ccmmittee,
Inc. - proposed final Repayment
netermination and Statement ~f Reasons
thursday., februarty 28, 1993

3. pirect the ceneral Counsel’s office %o reopen
negotiations with Governot Michael $. DJukakis
and the pukakis for president Committee, Inc.

commissioners Aikens, glliott, McDonald, McGarry,

(3]

and

Thomas voted affirmatively for the decision. Commissioner

Potter Was not present at the time of the vote.

Attest:

(el g 1992 {

Date Delores Y

Administrative Assis‘ant




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of 3

Agenda Document
interim Audit Report on Paul Simon $X90-039

for President }

CERTIFICATION

I, Marjorie W. Emmons, recording secretary for the
Federal Election Commission executive session on June 26,
1990, do hereby certify that the Commission toock the
following actions with respect to the Interim Audit
Report on Paul Simon for President as submitted under
FEC Audit Division memorandum dated June 13, 1990:

1. Decided by a vote of 5-0 to approve

recommendation $#1 on pages four and five
of the audit report.

Commissioners Elliott, Josefiak,
McDonald, McGarry, and Thomas voted
affirmatively for the decision;
Commissioner Aikens was not present.

2. Decided by a vote of 5-0 to approve
recommendation #2 on page seven of the
audit report.

Commissioners Elliott, Josefiak,
McDonald, McGarry, and Thomas voted
affirmatively for the decision;
Commissioner Aikens was nct present.

{continued)

"



rederal Election Commission Page 2
certification for Intecrim Audit

Report on paul Simon for President

June 26, 1990

3. pecided by a vote of 5-0 to approve
fecommendation #3 on page eight of the
audit report.

commissioners Elliott, Josefiak,
McDonald, McGarry, and Thomas voted

— affirmatively for rthe decision;
Commissioner Aikens was not present.

N -4, -~ Decided a vote cf 5-0 to approve
Tecommendation #4 on page ten of the : s
o~ audit report.

— commissioners Elliott, Josefiak,
McDonald, McGarry, and Thomas voted
~ affirmatively for the decision;
Commissioner Aikens was not present.

T 5. pecided by a vote of 5-0 to approve
Tecommendation 35 on page eleven of

the audit report.

Commissioners Elliott, Josefiak,

MmcDonald, McGarry, and Thomas voted

affirmatively for the decision;
Commissioner Alikens was not present.

" zontinued!}
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rederal Electicn Commission Page 3
certification for tnterim Audit

Report on Paul Simon ¢5r President

June 26, 1890

6. pecided by a vote of 5-0 to approve
Tecommendation #6 on page twelve of
the audit report.

Commissioners Elliott, Josefiak, McDonald,
McGarry, and Thomas voted affirmatively
for the decision; Commissioner Aikens
was not present.

7. pDecided by a vote of 5-0 to approve
recommendation %7/ on page twelve of
the audit report.
Commissioners Elliott, Josefiak, McDonald,
McGarry, and Thomas voted affirmatively
for the decisicn; Commissioner Aikens
was not present.

8. Decided by a vote of 5-0 to approve

fecommendation #8 on page thirteen of
of the audit report.

Commissioners Elliott, Josefiak, McDonald,
McGarry, and Thomas voted affirmatively
for the decision; Commissicner Aikens
was nct present.

{continued:}

/3
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Federal Election Commission Page 4
certification: Interim Audit

Report on paul Simon for President

June 26, 1990

9. pecided by a vote of 5-0 tc appreove
Tecommendation #10 on page forty-two
of the audit reporft.

Commissioners Elliott, Josefiak, McDonald,
McGarry, and Thomas voted affirmatively
for the decision; Commissioner Aikens was
not present.

10. Decided by a vote of 5-0 to app:o#e'
Tecommendation #J9 on page twenty-seven
of the audit report.

commissioners Elliott, Josefiak, McDonald,
McGarry, and Thomas voted affirmatively
for the decision; Commissioner Aikens was
not present.

11. Decided by a vote of 5~-0 to approve
Tecommendation #11 on page forty-three
of the audit report.
Commissioners Elliott, Josefiak, McDonald,
McGarry, and Thomas voted affirmatively

for the decisicn; Commissicner Aikens
was not present.

{continued)

/4
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federal Election Commission pPage 5
certification: Interim Audit

Report on Paul Simon for President

1990

June 26,

13.

Failed in a vote of 2-3 to pass a motion
to approve recommendation #12 on pages
forty-six and forty-seven of the audit
report.

Commissioners Elliott and Josefiak voted
affirmatively for the motion;

Commissioners McDonald, McGarry, and Thomas
dissented; Commissioner Aikens was not
present.

X

Failed in a vote of 3-2 to pass a motion
to approve recommendation $12 on pages
forty-six and forty-seven of the audit
report, subject to amendment of the last
section to delete the third part, thereby
reducing the recommended repayment to
zero.

Commissioners McDonald, McGarry, and
Thomas voted affirmatively for the motion;
Commissioners Elliott and Josefiak
dissented; Commissioner Aikens was not
present.

‘zontinued)



rederal Election Commission Page 6
certification: Interim Audit
Report on Paul Simon for President

June 26,

15.

16.

1990

LY
pecided by a vote of 5-9 =0 direct the
Audit Division to amend the audit report
to show the split votes with respect to
recommendation #12 on pages forty~six
and forty-seven, using the langquage
incorporated in previous audit reports.

Ccommissioners Elliott, Josefiak, McDonald,

McGarry, and Thomas voted affirmatively for
the decision; Commissioner Aikens was not

present.

Failed in a vote of 2-3 to pass a motion.

..———-—-—-———-—_—'——_——T—-'—
to approve recommendation $13 on page

fifty-one of the audit report.

Commissioners Elliott and Josefiak

voted affirmatively for the motion;
Commissioners McDonald, McGarry, and Thomas
dissented. Commissioner Aikens was not
present.

Failed in a vote of 3-2 to pass 2 motion
to approve recommendation #13 on page
fifty-one of the audit report, subject
to amendment cf the dollar amount to a
figqure of $56,759.89, and that the pre-
ceeding text be revised to include
appropriate language in accord with this
adjustment in the figures.

commissioners McDonald, McGarry. and Thomas
voted affirmat:vely fcr the motion;
commissioners Elliott and Josefiak dissented.
Commissioner Aikens was not present.

tzontinued)

e




Federal Election Commission Page 7
cetification: Interim Audit Report
on Paul Simon for President

June 26,

i7.

18.

19.

1990

~

pecided by a vote of 5-0 to direct the
Audlit Division to amend the audit report
to reflect the split votes with respect
to recommendation #13, and that the
alleged double counting figure that was
not agreed to would be deleted, so that
the repayment figure would be
$56,759.89, and that necessary language
changes be made to conform with this.

Commissioners Elliott, Josefiak, McDonald,
McGarry, and Thomas voted affirmatively
for the decision; Commissioner Aikens was
net present.

Failed in a vote of 2-3 to pass a motion
to approve recommendation #14 on page 53
of the audit report.

Commissioners Elliott and Josefiak voted
affirmatively for the motion; Commissioners
McDonald, McGarry, and Thomas dissented;
Commissioner Aikens was not present.

Failed in a vote of 3-2 to pass 2 motion to
approve recommendation #14 on page 53 of
the audit report, subject to amendment of
the figures to read: $347,796.25
($65,326.28 + $282,469.97), and that the
accompanying text would be revised to
include these adjustments.

Commissioners McDonald, McGarry, and Thomas
voted affirmatively for the motion;
Ccommissioners Ellictt and Josefiak dissented;
Commissioner Aikens was not present.

{continued)

i 7




Federal Election Commissicn Page 8
Certification: Interim Audit Report

on Paul Simon for President

June 26. 1990

20. Decided by a vote of 5-0 to direct the

Audit Division to amend the audit report
to reflect the votes taken by the
Commission on recommendation #14, and that
the alleged double counting figure be
excluded from the repayment figures, so

— that the repayment figure would read

- $347,796.25, and make the appropriate
changes to the other figures and changes
to the text.

- Commissioners Elliott, Josefiak, McDonald,
- McGarry, and Thomas voted affirmatively

h for the decision; Commissioner Aikens

— was not prsent.

- 21. Decided by a vote of 5-0 to approve

) tecommendation $15 on page 58 of the

e audit report.
Commissioners Elliott, Josefiak, McDonald,
McGarry, and Thomas voted affirmatively for

the decision; Commissioner Aikens was not
present.

(continued)




- T - N s

Federal Election Commission Page §
certification: Interim Audit Report

cn Paul S
June 26,

23,

imon for President
1990

pecided by a vote of 5-0 toc approve
recommendation #16 on page fifty-nine
of the audit report.

Commissioners Elliott, Josefiak, McDonald,
McGarry, and Thomas voted affirmatively
£or the decision; Commissioner Aikens
was not present.

9 1 P

necided by a vote of 5-0 to direct the
Audit Division to amend the report as
agreed at this meeting and to circulate

the amended report for Commission
approval on a tally vote basis.

Commissioners Elliott, Josefiak,
McDonald, McGarry, and Thomas voted
affirmatively for the decision;
Commissioner Aikens was not present.

Attest:

y-32-90 Serstre 70 Emone’

Date

@ﬁa:jorie W. Emmons
Se¥retary of the Commission




BEFORE THE FEDERAL ELECTION COMMISSION

1n ~he Matter of
Agenda Document %91-82
paul Simon for pPresident -
rimal Audit Report.

et e

CERTIFICATION

1, Delores Harris, recording secretary of the Federal
glection Commissicn open meeting on August 29, 1991, do
hereby certify that the Commission toock the following

actions with respect to Agenda Document #91-82:

1. pecided by a vote of 6-0 to:

a. Approve recommendation #1, as found
on page 9 (bottom pagination).

b. Approve recommendation #2, as found
- on page 15 (bottcm pagination).

Commissioners Aikens, Elliott, Josefiak, McDonald
McGarry and Thomas voted affirmatively for the
decision.

‘continued!

- d_f
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rederal Electicn Ccmmissicn
Certification for Paul Simen
for President - Final Aud:it

Report
Thursday.,

August 23, 1991

railed by a vote of 3-3 to pass a motion

to have the Audit Division back out of

towa and New Hampshire any cost that upon
review could be identified as cost related
to individuals who did not spend five days
or more in Iowa or New Hampshire, and that
any such provision be included in a revised
audit report to be circulated to the
Commission for approval cn a tally vote
basis.

commissioners McDonald, McGarry and Thomas
voted affirmatively for the motion;
Commissioners Aikens, Elliott and Josefiak
dissented.

railed in a vote of 3-3 to pass a motion to
approve recommendation 3, as submitted in
Agenda Document $#91-82.

commissioners Aikens, E£l_1ott and Josefiak
voted affirmatively for the motion and
Commissioners McDonald, McGarry and Thomas
dissented.

zontnued!

Page ¢

2/




rederal Electicn Commissicn Page

cerrificat
for Simo

tas

ioen for Paul Simen
n

+mnursday. August 9. 19912

.

LS

necided in a vote of 4-I to approve reconm-
mendation 3, as revised by backing out

those expenses pertaining to salary or
travel and subsistence that upon review the
Audit Division finds relating to individuals
who did not spend five Ctr more days in Iowa
or New Hampshire working out of the Rock
1sland or Boston Cffice, and revised to
include language explaining the 3-3 split
vote. The amount of repayment will be reduced
accordingly.

Commissioners Josefiak, McDonald, McGarry,
and Thomas voted affirmatively for the
motion; Commissioners Aikens and Elliott
dissented.

.
N ;.
N INYal Y TIR

~ Luernten 31991

’ Date

Deicres Harris
Administrative Assistant

——

2
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BEFORE THE FEDERAL ELECTICN COMMISSION

1n the Matter of

i
paul Simon for President, Inc. }  Agenda Document #$93-25
Final Repayment Determination and ) a
i
)

proposed Statement of Reasons
{LRA #355).
CERTIFICATION

1, Delores Hardy, recording secretary for the Federal
Election Commission open meeting for Thursday, March 4. 1993,

do hereby certify that the Commission decided by a vote of

 6-0 to take the following actions on Agenda Document #93-25:

1. petermine that Senator Paul Simon and the Paul
simon for President Committee must make a repayment
to the United States Treasury, subject to the
finding that the expenditures by the campaign for
the Murphine Corporation be allocated as follows:
1/3 to national consulting services; 1/3 to Iowa
limitations; and 1/3 to New Hampshire limitations.

2. Approve the Statement of Reasons in support
of the final repayment determination, subject
to the amendments agreed upon during the meeting
discussion,

commissioners Aikens, Elliott, McDonald, McGarry, Potter,

and Thomas voted affirmatively for the decision.

Attest:

{Vaned 91993 ¢

L Date Celcres Harcdy f -

Administrative Assistant

%o

w




BEFORE THE FEDERAL ELECTION COMMISSION

in the Mater of

interim Audit Report on

)
) Agenda Document $89-73
)

LaRouche Democratic Campaign )}

CERTIFICATICON iy

1, Hilda Arnold, recording secretary for the Federal
Election Commission executive session of September 19, 1989,
do hereby certify that the Commission took the following

actions with respect to the above-captioned audit:

1. Decided by a vote of 6-0 to approve
recommendation 1 on page 3 of the
subject audit.

commissioners Aikens, Elliott, Josefiak,
McDonald, McGarry and Thomas voted
affirmatively for the decision.

2. pecided by a vote of 6-0 to approve
tecommendation Z on page ¢ of the
subject audit.

Commissioners Aikens, Elliott, Josefiak,
McDonald, McGarry and Thomas voted
affirmatively for the decision.

3. Decided by a vote of 6-0 to approve
recommendation 3 on page S5 of the
subject audit.

Commissioners Aikens, Elliott, Josefiak,
McDonald, McGarry and Thomas voted
affirmatively for the decision.

4. pecided by a vote of 5-0 to approve
recommendation 4 on page 6 of the
subject audit.

Commissioners Aikens, Elliott, Josefiak,
McDonald and Thomasz voted affirmatively
for the decision; Commissioner McGarry
was not present.

{continued)




PEDERAL ELECTION COMMISSION PAGE 2
CERTIFICATION FOR INTERIM AUDIT

REPORT ON LAROUCEE DEMOCRATIC CAMPAIGN
SEPTEMBER 19, 1989

5. railed on a vote of 3-3 to pass a
motion to approve recommendation
5 on page 8 of the subject audit,
as recommended by the Audit Division.

Commissioners Aikens, Elliott and
Josefiak voted affirmatively for
the motion; Commissioners McDhonald,
McGarry and Thomas dissented.

~ 6. railed on a vote of 3-3 to pass 3
motion to Tevise recommendation S
on page 8 of the subject audit to
reduce the amount to be repaid to

~ the U.S. Treasury to $3,658.25.

Commissioners McDonald, McGarry and
Thomas voted affirmatively for the
motion; Commissioners Aikens, Elliott
and Josefiak dissented.

~ 7. Decided by a vote of 5-1 to amend
reconnenaatfon T on page 8 of the
subject audit, to add certain

. language to be approved by the

o Commission.

Commisgssioners Elliott, Josefiak, McDonald,
McGarry and Thomas voted affirmatively for
the decision; Commissioner Aikens dissented.

(continued)



PEDERAL ELECTION COMMISSION PAGE 3
CERTIFICATION POR INTERIN AUDIT

REPORT ON LAROUCHE DEMOCRATIC CAMPAIGN

SEPTEMBER 19, 1989

8. railed on a vote of 3-3 to pass a motion
to approve recommendation 6§ on page 10
of the subject audit, as rcco-ncngid by
the Audit Division.
Conmissioners Aikens, Elliott and Josefiak
voted affirmatively for the motion;

Commissioners McDonald, McGarry and Thomas
dissented.

9. Failed on a vote of 3-3 to pass a motion
to approve Tecommendation 6 on page 10
of the subject audit to reduce the amount
to be repaid to U.8. Treasury to $41,924.68.

Commissicnars McDonald, McGarry and Thomas
voted affirmatively for the motion;
Commissioners Aikens, glliott and Josefiak
dissented.

10. Decided by a vote of 5-1 to amend
tecommendation % on page 10 of the subject
audit, to add certain language to
be approved by the Commission.

commissioners Elliott, Josefiak, McDonald,
McGarry and Thomas voted affirmatively for
the decision; commissioner Aikens dissented.

{ceontinued)
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12.

i /ot//q"f Q/

LARQUCHE DEMOCRATIC CAMPAIGN
19, 1989

LS

pecided by a vote of 6-0 to approve
the Interim Au t Report on LaRouche
pemocratic Campaign as contained in
Agenda Document $89-73, as amended
at the meeting, and noted above.

Commissioners Aikens, Elliott, Josefiak,
McDonald, McGarry and Thomas voted
affirmatively for the decision.

ecided by 23 vote of 6-0 to circulate

Dec e osaTsslon for ap
to the Commission for approval, on a

~~ta}1y»votspbgliii the Interim Audit

Report on LaRouche Democratic Campaign,
as amended at this meeting.

commigsioners Aikens, Elliott, Josefiak,
McDonald, McGarry and Thomas voted
affirmatively for the decision.

Attest:

"Datre

H
Administrative Assistant
Office of the Secretariat

» )
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in the Matter of

Final Audit Report on the
raRouche Democratic Campaign

BEFORE THE PEDERAL ELECTION COMMISSION

Agenda Document #90-47

CERTIFICATION

1, Hilda Arnold, recording secretary for the Federal

flection Commission meeting on May 17, 1990, do hereby

certify that the Commission took the following actions with

respect to Agenda Document 890-47:

pDecided by a vote of 6-0 to:

1.

Approve the recommendation of the
Audit staff that no further action

be taken with respect to Transactions
Related to LaRouche Democratic
Campaign Special Legal Account.

Make an initial determination that
$1,160.95 in stale-dated checks is
repayable to the United States
Treasury pursuant to Section 9038.6
of Title 11 of the Code of Federal
Regulations.

Make an initial determination that
$109,148.88 in matching funds
received by the Committee represents
matching funds received in excess of
entitlement, and that an equal amount
must be repaid to the United States
Treasury pursuant to 26 U.S.C.

§ 9038(b)(1).

Commissioners Aikens, Elliott, Josefiak,
McDonald, McGarry and Thomas voted affirmatively
for the decision.
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rederal Election Commission Page 2
Certification for Final Audit

Report on the LaRouche

Democratic Campaign

pecided by a vote of S-1 to:

1. Make an initial determinatiom
that the pro rata portion of
$3,634.37, concerning New
Hampshire Expenditures in
Excess of State Limitation,
is repayable to the
United States Treasury.

2. Make an initial determination
that the pro rata portion of
$40,949.93, concerning Apparent
Non-qualified Campaign Expenses:
Post-Ineligibility Campaign
Expenditures, is repayable to
the United States Treasury.

édiiissionéts Elliott, Josefiak, McDonald,
McGarry and Thomas voted affirmatively for

the decision. Commissioner Aikens
dissented.

Decided by a vote of 6-0 to:

Approve the proposed final audit
report of the LaRouche Democratic
Campaign as found in Agenda
Document $90-47, subject to the
motions already approved at this
meeting.

Commissioners Aikens, Elliott, Josefiak,
KcDonald, McGarry and Thomas voted
affirmatively for the decision.

Attest:

/%, 179 %M
ate Hilda Arno

Administrative Assistant




BEFORE THE FEDERAL ELECTION COMMISSION

In the Matter of )
} sAgenda Document
proposed Final Repayment Determination )} #92-119
and Statement of Reasons -- Lyndon H. )
LaRouche Democratic Campaign (LRA $326).)

CERTIFICATION

1, Delores R. Hardy, recording secretary for the
federal Election Commission open meeting on Thursday,
September 17, 1992, do hereby certify that the Commission

" decided by a vote of 6-0 to take the following actions
with respect to Agenda Document #92-119:

1. Determine that Lyndon H. LaRouche, Jr. and
the LaRouche Democratic Campaign must repay
$151,259.76 to the United States Treasury;
and

2. Approve the draft Statement of Reasons in
support of the final repayment determination,
as recommended in the General Counsel’s
report dated September 3, 1992.

Commissioners Aikens, Elliott, McDonald, McGarry,

potter, and Thomas voted affirmat:vely f£or the decision.

ko
t
ot
1]
n
(Al

W

Date

Delores R.-Hardy
Administrative Assistant

S
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