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presidential candidates from their campaign accounts and by
dalegatea "
de not count against the national committee’s
expanditurc limitation. The Explanation and Justification for 11
.F.R. § 9008.7(e) confirms that the candidate "expenses®" referred
to in 26 U.S.C. § 9008(c) are expenses mada for the purpose of
attending the Convention:

Subsection (e) provides that amounts paid by candidates
form campaign funds or by delegates or othars from
personal funds $o attend the convention do not count
against the national committee’s expenditure limitation.
since 26 U.S.C. § 9008(c) prohibits the use of public
funds to pay the

icd i v ien, such amounts should not
count against the naticnal committee’s expenditure
limitation.

Explanation and Justification for Regulations on Federal Financing
of Presidential Nominating Convention and the Presidential Election

Campaign Fund, 44 Fegd. Reg. 63036, 63038 (November 1,
1979) (emphasis added).

“"Clearly, the costs of a film aboyt the candidate to be shown

as part of the Convention proceedxnga are not "expenses of (a)

candidate. . . to participate in the Convention" and therefore are
not candidate expenses within the meaning of 26 U.S.C. § 9008(c).

2. The Committee Paid a Reasonable Portion of the Cost
to Avoid Accepting an Unlawful or Repayable
Contribution from CFP

In this case, the problem was not avoiding a contribution by
the 1992 Democratic Convention Committee to CFP, but the other way
around--i.e. avoiding a contribution by CFP tg9 the Committee.
Once it was aqreed that CFP would own the film and be responsible
for all the costs, the question became one of compensating CFP
properly for use of the film at the Convention, which use was--for
the reasons explained above--obviously a proper Convention expense,
chargeable to the Convention.

Since the film was to become and remain the property of CFP,
had the Committee used the film without paying any compensation or
consideration, that clearly would have constituted an in-kind
contribution by CFP to the Committee. As an authorized committee
of a candidate, CFP is considered a "person"™ and thus subject to
the contribution limitations set forth in 2 U.S.C. § 441a(a)(1l).
See, e.g9.,- Advisory Opinion :986-36. Thus, CFP could contribute
only $20,000 to a national party committee, such as the 1992
Democratic National Convent:ion Comaittee. 2 U.S.C. § 44la(a)(1(B);
11 C.F.R. § 110.1(b)(1). It was determined that the value of use of
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the film at the Convention clearly exceeded $20,000. Further, if
the Committee accepted such a contribution, regardless of the
amount, to defray Convention expenses, the Committese would be
obligated to repay the amount of that contribution to the U.s.
Treasury. 11 C.F.R. § 9008.10(c).

Therefore, it was not only proper but legally required for the
Committee to compensate CFP for a fair amd reasonable charge for
use of the film at the Convention. As explained above, $30,000 was
a fair valuation of this use, and the means of making this payment-
-covering that portion of the costs of production--was entirely
1awful and appropriate.

For these reasons, the Audit staff should find that the
partial payment for production of the film was a qualified
Cconvention expense.

Response to Recommendation # $: Parking Violations

The Committee agrees that payments for parking tickets do not
represent an allowable use of the public grant and, accordingly,
will repay to the United States Treasury the sum of $5,675 within
90 days of the date of the Commission’s July 29, 1993 letter in
accordance with 11 C.F.R. § 9008.10(g). -

Response to Recommendation # 6: Unspeat Portiom of Fund
Payment

Attached as Exhibit 3 is a calculation of the actual amount of
the unspent portion of the fund payment, including a listing of
expenses actually incurred by the Committee between December 7,
1992 and today. Attached as Exhibit 4 are bank statements for the
period December 1, 1992 through July 31, 1992. As the last page of
Exhibit 3 indicates, the actual amount of cash on hand as at the
close of December 7, 1992 was $154,710.14.7 The unspent portion
of the fund entitlement is calculated as follows:

‘ It appears that the discrepancy between our determination
of cash on hand as of 12/7/92 and the Audit staff’s determination
is due to an uncashed check in the payroll account, which was
credited on December 1, 1992. See bank statement for payroll
account for the peried 12/1 to 12/31/92, which shows that the
actual cash on hand in the payroll account as of 12/7/92 was
$5,486.25.
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Closing cash on hand as at 12/7/92
Receipts 12/8/92 through today

Total assets

$ 154,710.14

-854.928.02
$ 239,638.16

Expenditures made 12/8/92 through today

(Per Exhibit 3)
Plus: stale checks’

Amount repayable as of today

$ (238,489.63)

16.683.07
17,831.60

The Committee believes that there are no further ocutstanding

subject to additional vendors
cashing stale checks or requesting re-issuance of checks in the
interim, intends to repay the amount shown above ($17,831.60)
within 24 months of the last date of 1992 Democratic National
Cconvention in accordance with 11 C.F.R. § 9008.10(e) (3).

accounts payable and, accordingly,

No interim payment pursuant to 11 C.P.R. § 9008.10(s) was
required because, to our knowledge, the Committee submitted various
budgets to the Audit staff showing that essentially png unspent
funds were projected to remain, after allowing for anticipated

expenses. And, in fact, as Exhibit 3 demonstrates,

without

counting stale checks the actual unspent amount turned out to be
only $1,148.53. To our knowledge, the Commission never determined,
on December 7 or at that time, that the amount anticipated to be

spent was unreasonable and, therefore,

repaying any amount on an interim basis.

there was no basis for

Finally, we note the reference in the Interim Audit Report to
the audit of the New York Host ‘92 Committee the “"Host Committee™).
We have reviewed the Host Committee’s June 30, 1993 response to the
Interinm Audit Report and it appears that the Host Committee has
conclusively demonstrated that no disbursements were made with any
moneys other than those fully meeting the requirements of 11 C.F.R.

§ 9008.7(d)(3)(1).

It is our position, however,

3
contact payees of uncashed checks.

that even if the Commission
should ultimately find that some disbursements were made by the

The Committee has attempted, and continues to attempt, to

See Exhibit 5 attached hereto.
In those cases in which a vendor who is owed money has claimed that

no check has been received or that a check has been lost, the
Committee has voided the uncashed check and issued a new one.
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Host Committee with moneys not meeting those requirements, the
Convention Committese should Dnot be required to make any repayment
by reason of those disbursements. Any such disbursements wera made
without the knowledge, consent or cooperation of the Convention
Committee and it would be grossly unfair and illogical to penalize
the Convention Committee or treat such disbursements as resulting
in any repayment obligation.

The Notice of Propcsed Rulemaking on Presidential Election
Campaign Fund and Federal Financing of Presidential Nominating
Conventions, 58 Fed. Reg. 43046 (August 12, 1993), recognizes that
a serious issue exists as to whether host committee expenditures
which violate the regulations should result in a repayment
obligation by the convention committee as distinct from an
enforcement action against the host committee:

(H]ost committee expenditures for convention functions
other than the purposes spelled out in [proposed] section
9008.52 and 9008.53 would count against the convention
committee’s spending l;mits. However, comments are

requested as to whether it would Pe preferable to handle

. The Commission is also interested in
comments on how to address situationa where a host
committee receives contributions -from . impermissible
sources, such as nonlccal businesses, which are then used
to defray convention expenses or for other permissible
purposes. In gome cases, it may be appropriate to count
these amounts against the convention committee’s spending
limits, although there may be i

W .

58 Fed. Reg. at 43048 (emphasis added).
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It is our position that, wvhere host committee expenditures
have been made, or contributions received and used to defray
convention expenses, in violation of the regulations governing the
host committee, but without the knowledge, consent or cooperation
of the convention committee, the proper approach is to initiate an
enforcement action against the host committee rather than to impose
any penalty or repayment obligation on the convention committee.
We will of course be submitting comments to that effect in
connection with the rulemaking. We respectfully contend that, in
the interim, as a matter of basic logic and fairness, this approach
should be applied in connection with the current audit of the
Committee.

Respectfully submitted,

o

Joseph E. Sandler
General Counsel

Neil P. Reiff
- Deputy General Counsel

Democratic National Committee
430 S. Capitol Street, S.E.
Washington, D.C. 20003

(202) 863=-7110

Dated: September 3, 1993
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+he advances were ater re.nmburseZ IOy the Committee., Because
-he advances were not exempt frcom the def:nition of
contributicn, they constituted impermiss:Zle contributions,
tetaling $15,418. In respcnse to the interim audit report the
Committee argued that .t shared the Naticnal Committee’s $S20,000

annual limitation on contributicons from individuals and that,
the contributions were rermissible. The audit report rejected
this argument because convention committees that receive full
faderal funding may not accept any contributions.

Improper Use of Funds - 11 CFR 9008.€6(b):1}, (2) and 4
and 9008.10(d). This section of the report deals with funds
that were not expended on qualified convention expenses. These
expenditures fall into four categories. Each is discussed
below.

1. Misappropriation of Committee Funds - The Committee
discovered that an employee had misappropriated $5,000. When
discovered, the employee was dismissed and steps were taken to
recover the funds. Since the $5,000 was recovered, the audit
report does not recommend a repayment to the U.S. Treasury.

2. Candidate Expenses - The Committee is not permitted toc
use federal funds to pay the expenses cof any candidate who
participates in the Convention. The audit identified a $30,000
payment for part cf the production costs of a biographical film
about President Clinton, which was shown at the Convention
immediately preceding the President’s acceptance speech. The
interim audit report classified this payment as an impermissible
payment of candidate expenses. The Committee argued that it
could have paid the entire production cost as a convention
expense since the film was shown during the convention and the
payment was not for the candidate’s personal expenses. Further,
the Committee argued, that the payment was necessary to avoid a
contribution from the owner of the film, Clinton For President,
Inc. The Audit Division rejected these arquments because (1)
the showing of the film benefited President Clinton, (2) the
timing of the film alone does not determine whether it is a
convention expense, and (3) the prohibition against paying
candidate expenses is not limited to personal expenses. On the
cther hand, the Commissicn acknowledged that, in part, the
Convention legitimately serves as a vehicle to promote its
nominee. Therefore, the Commission determined that the
Convention could make the film payment.

P~

Page < SUENT
- .« - LTT‘C “-': i
- —w‘—"""_'
?g‘e______.ot

4




4 &

1
)
[

- -~

3. Parking Vviclazicns - The Tommittee paid New Yaork City
carxing violaticns fctaling S3,£276. These are nct expenses -hat
may te paid with federa. Iunds. In response tc the interim
audit repcrt, the Committee acknowiedged 1ts obligation to make
a $5,576 repaymen?t to the U.S5. Treasury.

4. Post Zonvention Purchases - As a result of follow up
work done after the inter.m audit report was issued, a number of
expenditures were 1dent:fied that were nct considered
permissible convention expenses. Included were $20,431 in gifts
for senior staff and party leaders reported as office supplies
and printing. Also, the Committee paid $10,000 :n consulting
expenses for a study of the role cf African Americans in the
1992 Democratic Convention to be presented to the Democratic
rarty for its archives. With respect to the gifts the Committee
arques that it is standard practice. Nothing beyond a copy of
the report was presented for the consulting payments. After
discussion of this matter, the Commission allowed gifts valued
at 5150 or less as commemorative items of nominal value. These

‘total $2,626. The final aud:t report contains an initial

determination that amounts totaling $27,805, are repayable to
the U.S. Treasury.

unspent Funds - 11 CFR 9008.10(e). 1If any portion of the
federal grant remains unspent after all expenses are paid, the
unspent portion must be returned to the U.S. Treasury. The
Committee has $3,872 in unspent funds.

Stale Dated Committee Checks ~ 26 U.S.C. §9008(h} and 11
CFR 9007.6. The sum of any checks issued by the Committee that
are not cashed by the payees must be paid to the U.S. Treasury.
The Committee has two such checks totaling $810.
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REPORT OF THE AUDIT DIVISION
ON THE
1992 DEMOCHATIC NATIONAL CONVENTION COMMITTEE, INC.

I. Background
A. Audit Authority

This report 1s based cn an audit cf the 1992 Democratic
National Convention Committee, Inc. (the Committee), to determine - .
whether there has been compliance with the provisions of the 4
Federal Election Campaign Act of 1971, as amended (the Act). The
audit was conducted pursuant to Section 9008{(g) of Title 26 of the
United States Code which directs the Commigssion to conduct an
examination and avdit of the payments £for presidential nominat:ng
conventions no later than December 31 cf the calendar year in
which the presidential nominating convention involved is held.

In addition to examining the receipt and use of Federal
funds, the audit seeks to determine if the committee has
materially complied with the limitations, prohibitions and
disclosure requirements cf the Federal Election Campaign Act of
1971, as aaended.

B. Audit Coverage

The audit covered the period July 2, 1991, the date --e
Committee opened a bank account, through September 30, 1992, the
final coverage date of the most recent report filed at the time -
«he audit. In addition, financial activity that occurred
beginning in 1989, and was paid by the Democratic National
Committee and subsequently reimbursed by the Committee, was
included in the audit as well as certain financial activity
through February 8, 1934 to determine any amounts due to the
United States Treasury. During the period, the Committee reporzed
an opening cash balance of $-0-, total receipts of $11,233,088,
total disbursements of $10,732,803, and a closing cash balance cn
September 30, 1992 of $500,284.
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ee ‘egistered with the FTederal Electinn

, =F5., 3as tne naticna. ITOVENTICN <ommittee
=y. The Treascrers fcr =he periocd audited
r frz2x2 June 13, 18991 2 September L1, L39:
tert T. Matsu: from September 11, 1332 t2 -ne

During the per.2d audited, the Tommittee was

msadquartered i1n washington, D.C., but fcr a portiocn of the pericd
an office was also maintained in New York C:ty. The current
sffice 1s 1n Washington, 2.C.

To handle its financial activity, the Committee had a
general account from which most disbursements were made, a payrcl.
account, and :hree depcsit accounts used to hold federal funds.
The Committee made approximately 5,000 disbursements,

The Committee was paid 511,048,000 in federal funds.
This represents the full enti:tlement established at 26 USC
9008(b).

- D.- - Audit Sccpe and Procedures

The audit included a review of the following general
categories:

1. The Comaittee’s compliance with statutory limitations
with respect to the receipt of contributions and lcans
(see Finding II.B.);

2. The Committee’s compliance with the statutory
requirements regarding the receipt of contributions from

prehibited sources, such as those from corporations and
labor organizations;

3. The itemization and proper disclosure of receipts, as
well as the completeness and accuracy of the information
disclosed;

4. The itemization and proper disclosure of disbursements
when required, as well as the completeness and accuracy
of the information disclosed;

5. Proper disclosure of the Committee’'s debts and
obligations (see Finding II.&.);

5. The accuracy cf total reported receipts, disbursements,
and cash balances as compared to Committee bank records;

-

Adequate recordkeeping for Committee transactions;

A . TACEMENT et
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8. The I:zmnmittee’ =0 : STLIN WiLth reg-e-t ~a g-.
- - - ¥
unexpende PPN :
* The Commitcee’'s Iomplianie with regulirements ~oncern: .-
: . ing
expendizures fI: onveniiin expense ‘see Finding
IITLUA :
w3 The lommictcee’'s I-mMp.iancie with spending limications
See Finding III.B. ; and,
i Ctrher audit preocedures that were deemed necessary in -he
sizuaticon.

Unless spec:fically discussed below, no material
nen-compliance with statutory or regulatory requirements was
detected. It should te ncted that the Commission may pursue any
of the matters discussed i1n this repcrt in an enforcement action.

As part of zhre Tcmmiss:ion’s standard audit process, an

:nventory of the Committee’s reccrds was conducted prior to the

beginning of fieldwork to determine :f the records were materially

complete and in an auditable state. The Committee’s records were

aaterially complete and, by agreement with the Committee, audit
ieldwork conmenced xmmed‘a ely.

11. Findings and Recommendations -~ Non-Repayment Hﬁtters

A. Reporting Reguirements - Fai:lure to Itemize Debts
and Obligations

Section 434(b'(B' cf Title I of the United States Code
szates, in relevant part, that the amount and nature of
ocoutstanding debts and cobligat:ons owed by or to such political
committee shall be reported.

Section 104.11(a) of Title 1l of the Code of Federal
Regulations states, i1n part, that dedts and obligations owed by or
to a pelitical committee which remain cutstanding shall be
continuously reported until ext:inguished. Section 104.11(Db)
states, in relevant part, a debt or obligation, including a loan,
Written contract, written prcmise CI written agreement to make an
expenditure, the amount c¢f which 1s over $500 shall be reported as
cf the date on which the debt or obligation is incurred, except
that any obligation incurred for cent, salary or other regularly
reoccurring administrative expense shall not be reported as a debt
before the payment due date.

The Committee reporzed nc debts or obligations on their
FEC disclosure reports. A review =f disbursements revealed 138

items over $500, totaling $660,359, that should have been reported
as debts.
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The ma-zrity I tnese items snguli have appeared an the

Pcst Jonventicon teg crT fsvering the geriod from Juiy 1, 1992 ¢
august 31, 1392, me IcmmiIllee explained that many of shese
excenses were :u:szaqd:ﬁ; ceycnd trne tlose cf the repcrzing peri
=ecause -he bills had Ceen sent T2 3 tempcrarcy cffice sget up :in
New Yorx during the Zonventlicon Thnese z:l..s were then forwarded
=a =he Washington cffice along with 2ther ma:l and therefore
frocessing was de;ayed The Committee expiained that the
remaining obligations which should have appeared on Schedules D 1n
the Juiy and O"tﬂne. 1992 Quarterly reports were the result of
delayed billings or were held pending authorization from the New
Yark Host Committee. At the exi1t conference, the Committee was
given a schedu;e cf debts and the pericd in which they should have

been reported.

In the Interim Audit Repor: the Audit staff recommended
that the Committee file amended Schedules T {(Debts and
Obligaticns) for each per:cd in which debt should have been
reported. In response to the Interim Audit Report the Committee
filed Schedules D for each relevant reporting period. These
schedules contained all debts that were noted during the audit as
missing from the Committee’s disclosure reports.

B. -Excessive Contributions

R

ccm Staff

Section 116.5(b) of Title 11 of the Code of Pederal
Regulations states, in part, the payaent by an individual from his
or her persconal funds, including a personal credit card, for the
costs incurred in providing goods or services to, or obtaining
goods or services that are used by =r on behalf of, a candidate or
political committee is a contr.buticn unless the payment is
exempted from the definiticn of contributicn under 11 CFR
100.7¢(b)(8).

1£f the payment 1s not exeapted, it shall be considered a
contribution unless, it is for the i:ndividual’'s transportation and
normal subsistence expenses :ncurred by an individual other than a
volunteer, while traveling on behalf cf a candidate or political
committee of a political party; and the individual is reimbursed
within sixty days after the closing date cf the billing statement
on which the charges first appear :1{ the payment was made using a
personal credit card, or within thirty days after the date on
which the expenses were incurczed 1f a personal credit card was no:
used. "Subsistence expenses” :nc.ude only expenditures for
personal living expenses related 0 a particular individual
traveling on committee business such as food or lodging.

Section 9008(h) cf Title (% of the Unized States Code
states that "the Commissicn shali nave the same authority to
require repayments from the national committee of a major or minc:
party as it has with respect to recayments from any eligible
candidate under section S007:¢b:."
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Sectizon 3007 = Cat.e 25 cf o the U s Zcode
Lis%s the rasis for repaymen:t ceczerminact:icons for candidates fa-
President of the Un:ted 3tates who nave accepted ‘ed.ra, ¢.nding
£ar their genera. eilecticn camraigns. Subsection 3 staveeg thas
".f the Ccmmissicon deternaines tnat the e :zirle zandidates of a
majer party Sr any auther:ized committee cf such candidates
accepted conIcrizZutions icther Itnan Jontributicons o make up
deficiencies :n payments out cf the fund on account of the
applicaticn <f section 3006.c © o defray qualified campa:gn
expenses ..., :- shall notify such candidates of “he amount of
contributions so accepted, and sucn cand:dates shall pay the
Secretary of the Treasury an amcunt egual 2 such amount.”

The Committee’s payments of expense reimburssments were
reviewed to determine (f contributions had been made. The review
disclosed that persons were reimbursed for both their own travel
and subsi:stence expenses as well 3as expenses for non-travel items
and the travel and subsistence of cther persons. Two persons,
including the Ccmmittee’s chief executive cfficer were determined
to have made contributions totaling $15,418 (see Attachment 1.)

At the time of the audit, no expense reimbursement requests were
outstanding. At the exit conference, the Committee wrs advised of
this f£inding. The Commit%ee made no comment,

In the Interim Audit Report the Audit staff recommended -

that the Committee either demonstrate that no contributions
occurred with respect to these expense reimbursements, or offer
any cther information that is believed to be relevant to the
1ssue.

In response the Committee offered two arquments as to
why these contributions are permissible. First, the Committee
argues that the contributions resulting from the staff advances
were within the Ccﬂﬁf&bb:lC“ limitations of the Act. The

Committee reasons that "an individual may contribute up to $20,00¢C

per calendar year to the 1992 Democratic National Convention
Committee. The Committee is ‘established and maintained by ' the
Democratic National Committee ['DNC’), within the meaning of 2
U.5.C. §441a{a){1)(B), and is indisputably a political committee
‘establiished, financed, mainta:ned, or controlled by’ the DNC
within the meaning of 11 C.F.R. §110.3(b){(i)." The Committee alsc
notes the Commission’s Notice cf Proposed Rulemaking con
Presidential Election Campa:gn Fund and Federal Financing of
Presidential Nominating Conventions. In that Notice the
Commission asks for public comment on the subject of a
contribution limitation for convention comaittees for the purpose
of staff advances in future e:ect:on cycles. The Committee
concludes that iz shares the DNC’s $20,000 contribution limitaticr
and since the staff advances noted in the interim audit report
were less than $20,000 per perscn the advances were permisgible.

ATTACHMENT
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AS n-zed apcwve, -2 U.3.7. §82C8 n: refers ~he reaze: =~
section 9007ib: for repayment auincrities with respect o
Tonventidn ccmmittees That sectizn. at subsectiozn fRi(3, graces
that any contribuzticn rece.ved mMay Iesult In a repayment
fezer=:naticn. That language Clearly establishes that convensian
commiztees who accept the:ir full enti:tlement are noOt perm:-ted =2
accept contributicns 1n any amount. The Zcmmittee received the:rs
£ull entitlement and thus was not permitted to receive any
contributions.

Second, the Committee argues that 1%t did not accept -r
retain any contributicn that would require repayment. The
Committee argues that since the reimbursements were made, ani n
amounts are outstanding from any cf the travel reimbursements thar
generated the contributions, no repayment is necessary. It is
noted that the Interim Audit Repcrt made no recommendation that a
repayment be made. Rather, what was requested was information to
show that the contributions resulting from the staff advances
noted were permissible. No such information has been provided.

111. Findings and Reccmmendations - Repayment Matters

A. Improper Use of Funds

Section 9008.6(b)(1l) of Title 11 of the Code of rederal
Regqulations states, in part, that no part of any payment made
under 11 CFR §9008.8 shall be used to defray the expenses of any
candidate, delegate or alternate delegate who is participating in
any presidential nominating convention except that the expenses of
a person participating in the convention as official personnel of
the national party may be defrayed with public funds even though
that person is simultaneously participating as a2 delegate or
candidate to the convention.

Section 9008.6(b){(2) cf Title 11 of the Code of Federal
Regulations states that, "public funds shall not be used to defray
any expense the incurring c¢r payment of which violates any law cf
the United States or any law of the state in which such expense :s
incurred or paid, or any regulation prescribed under federal or
State laws."

Section 9008.6(a){4) of Title 11 of the Code of Federal
Regqulations states in, relevant part, that convention expenses
include all expenses incurred by or on behalf of a political par:
national committee or convention ccmmittee with respect % and £2
the purpose of conducting a pres:dential nominating convention or
conventicn related activities.
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eczion 9008. 1. ates, :n re.evanz zart, 1f zne
Zomm:ission determines that any amzunt 2f any paym;ng tn tre
corvention committee under L. CFR §90C08.8 - was uvsed for any
surpcses Ccther than the purpeses autherized at . CFR §3C028 .58, .-
snali nctify the naticna. tommittee cf the amoun: -mproger.y used
and such nat:ional commitiee snall pay =2 the Secce-ary an amouns
ejual to the amount spec:fied

1 Misappropriation ¢f Committee Funds

During the reccnciliation cf the CommitZee’'s bank
records to the disclosure reports, an unexplained and und:scumented
$5,000 adjustment was noted on the Committee’'s September.l1992 casnh
reconciliation. The Audit staff inguired about the item and
Committee officials explained that the amount represented a
recovery of funds misappropriated by an employee. The employee
was part of the Committee’'s accounting staff who, when the
supervisor was traveling, had access to the Committee’s blank
check supply. The employee forged a signature on four checks and
negotiated them. Wwhen the Committee discovered the problem, the
checks were presented to the bank. The bank was able to collect

‘the funds from the individual and credit the Committee’'s account.

The individual was immediately term:nated when the discovery was
made. The Committee feels that because of the circumstances and
the satisfactory resolution of the matter, their responsibility in
+he incident is negligible.

Since the :improperly used funds have been recovered
by the Committee, in the Interim Audit Report the Audit staff
recommended no further acticn be taken in this matter. The
Committee’'s response contained no further information.

-

Z. Candidate Expenses

On July 16, 1992, prior to President Clinton’'s
speech accepting the Democratic nomination for President. a £ilm
on President Clinton’s life was shown at the Convention and was
available for broadcast by several television networks as part of
the television coverage cf the proceedings.

The film was produced through Great Amerizan Med:a,
rnc. The Committee made four payments to the firm. The Interim
Audit Report explained that two cf the four payments were
apparently for producticn of tne piographical film. The :nvoice

cr production costs related to the film was submitted by Great
American Media, Inc. and addressed to the Democratic Natiznal
Committee. It was paid in two installments, $30,000 on July ~.
1992 and $35,000 on September 3, 1992. One :nvoice refers =0 the
production as the "Bill Clinteon Story". The other two payments
are for $5,490 and $18,880 described as the cost of producing :he
live vignettes out of Seattle, WA and Charleston, SC fcor Tuesday
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-f srhe Canvent:=s reas rizan Media, Inz. work, cTravel. ar:
cayment of talenz relat:ng I MznZ2y’s delegate stories and iZes
wall, respectively g8cth I =nese 1nvoices are addressed -
‘Rlex:s Herman, DONCC® lemofzrat:ic o Naticnal Cleonventicn CIomitcee .
A.exis Herman was che Ccmmittee’'s n:iel execuzive o0fficer. Thege
ic not appear T be reilated tc tne oroducticn of the biographical
£:lm.

During the Aud:: cf the Cl:inten for President
“ammit~ee (JFPY, it was learned that CFP also made payments to
Sreat Ameri:can Media, Inc. £or che production ¢f this f:.am. on
July 22, 1992, CFP paid $35,000 associated with the same invoice
described abcove. It therefore appeared that this amount was ca.z2
by both Committees. OCn September 4, 1992, CFP paid $122,237 :n
regsponse to an invoice that showed a total production cost fcr the
£ilm of $188,237 with an outstanding balance due of $122,237. The

difference is $65,000, the amount tilled to the Committee. Alsc
on September 4, 1992, CFP paid S1,391 on an invoice for addit:onal
production charges for the convent:ion f£ilm not included on the
earlier invoices, and finally on August 25, 1992, CFP paid an
administrative charge of 2% on the $122,237 invoice as provided in
rhe contract with Great American Media, Inc. This amcunt was

$2,445.

The Interim Audit Report concluded that the total

cost of producing the Convention film appeared to have been =
$191,273 with the Committee paying $65,000 and CFP paying

$161,273. These individual amcun%ts :ncluded the $35,000

apparently paid by both committees.

The Interim Audit Report also noted that the
Committee had received a $22,230 refund check dated September 3,
1992 from Great American Media, Inc. The refund was reccrded as a
credit to the Committee’'s video production general ledger account,
but available documentation did not provide a detailed expiana:t:icn
of the reason for the refund.

Given the above, at the time of the Interim Aud::
Report it appeared that the Committee had expended $65,00°0,
potentially less a $22,250 refund, for the production of a f:.
which constituted an expense cf a candidate attending the
convention and was therefore a non-qualified convention expense.

The recommendation 1in the Interim Audit Report
requested the Committee to:

a. Provide documentation from Great Amer:ican
Media, Inc. %5 demonstrate the reason for -he
$22,250 refund received:; and
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o demznstracte wny the parttial ptavment for she
craduzzicon 2f 2 bdicgraghical €1 m azcut
President Zlinton should not be considered an
expense tI a cand:date attending zhe
zcnventicn and as sucn, a non-gualified
Jonventiln exgpense

The Cocmmizzee was advised that, absent -hese
demonstrations the Audit staff woculd recommend that -he Commissicn
make an initial determination that $€3,000 is repayable to the
J.5. Treasury.

e With respect tc the apparent duplicate payment, the
Zommittee explains that the September 3, 1992 payment of $35,000
was made in error. wWhen the error was discovered there was also
an unpaid invoice in the amount of $12,750 that was unrelated
the biographical film. The erronecus payment was applied to the
outstanding invoice and the difference, 522,250, was refunded by
Great Amer:ican Media. A copy of the $11,750 invoice was provided
with the response. Therefore, the Coggi;ggg}gaidaggiy=§30,000 of

the cost of the film.

By way cf background, the Committee states that -he
film was originally to be produced solely for use at the
Cenvention and the production costs were to be paid entirely by
the Committee. The Committee goes on to state that during the
convention week, CFP decided that it wished tc own the rights to
the film and to control any after convention usel/. The media ¢
was notified and all rights to the film were transferred to CFP
and CFP was billed for all remaining production. No supporting
documentation, such as contracts, %0 support this explanation were
included with the response.

v -
-

The Committee puts forth two arguments concerning
its payamaent of the $30,000 in production costs.

First, the Committee argues that it could have
lawfully paid the entire production cost of the fila as a
convention expense; and, second, the Committee paid a reasonable
portion of the cost of producing the film to avoid accepting an
unlawful or repayable contributicn from CFP resulting from an
ctherwise uncompensated use cf a CFP asset.

1/ The Audit Staff has .earned that a revised version of the
biographical {ilm was aired by the Democratic National
Committee during the weex cf August 16-20, 1992 as a 2 USC
44la(d) coordinated exprense and by the Clinton/Gore ‘92
committee during the weex cf CTctober 9-12, 1992.
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with respect T the firgf £CINL the Tommittes
azzues that since the film was shown during, and as part of the
Zonvention proceed:ings, the CTst of preoducing the film is an
expense for tne purpeose of fonduciing the CTonvention and ’her-f::
a germissible Use oI Tne puDill grant The Tommittee alsc argues
that producticn csosts of the film 2o not sonstitute expenses cf a
candidate wizh:in ne zeaning cf 14 UST §9C08:ic,

The argument Thatl showing the film during the
~onvention establishes the production costs as a permissible use
cf rederal funds was not convincing to the Audit Division. Ia -ne
view of the Audit Division, t2 f2llcow such an argumen: would [ead
to the conclusion that any expense for any goods or services used
during the Convention proceedings is a permissible convention
expense regardiess of the purpose of that expense. As noted
above, Section 9008.6(a){4; of the Code of Federal Regulations
defines a convention expense as those incurred by or on behalf cf
a political party naticnal commitiee or convention committee with
respect to and fcr the purpcse of conducting a presidential
nominating conventicn. The section then goes on to present a
non-exhaustive list of the type of expenses that are included.
Although the list presented in the regulation is not meant to be

“all encompassing, i1t could be arqued that none of the expenses

listed suggested that any expense may be candidate specific.
Nonetheless, the Commission decided that a portion of the
production cost of a bicographic film about the party’s nominee
presented to the Convention, after the nomination has occurred,
and made available for broadcast to television networks as part of
their Convention coverage, wculd fall within the 9008.6(a)(4)
standard of a preoper Convention expense "for the purpose of
conducting a presidential nominating convention."”

The argument that "expenses of any candidate" as
used in 26 USC §9008{(c) includes only expenses such as housing,
travel, and subsistence was likewise not convincing to the Aud:it
Division. The Committee reasons that given 11 CFR §9008.7(e)
states that expenses paid by a candidate for the purpose of
attending or participating in the Convention do not count agains:
the National Committee’'s expenditure limitation, therefore, the
only types of convention reiated expenses that the National
Committee may not pay for a candidate with the Federal grant are
expenses for housing, travel, and subsistence. Though the Audi:
Division agreed that such expenses are likely to be the most
cemmon examples, the language at 26 USC §9008(c) suggests no such
limitation. That section states that "No part of any payment made
under subsection (b} shall be used to defray the expenses of any
candidate cor delegate who 1s participating in any president:al
nominating convention." Neither the plain language of the
statute, nor the legislative or requlatory history of this
provision, nor the corresponding requlation, suggests the narccw
interpretation argued by the Committee.
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The Jcommitzes’s secind arsutent, that the $30,0:0
cayment to the med:ia fir:m for productisn costs of the film was
~zmpensaticn T2 JFP fcor tne ITImmittee’s uUse € the f:lm ar the
-nsnvent:ion, and was necessa:zy T2 ave:id a Zontribution T2 the
Czmmictee foom IFPZ, degends Tn o the f£.:st arsument feing accentes

However, even :I <he f::s5% argument :s accepted, .-
~~e view of the Audit Jivisicn, :%t dces not fallaow that -he
rayment was necessary o avyz:12 a contoitution frem CFP T2 the
~smmittee. The Audit anal’ysis suggested *hat :f after the
zonventicn has made :ts nomination, and prior to the candidate g
acceptance speech, the Committee agrees tc show convention

a--endees a biographical £ilm produced by its nominee at a time
wnen 1t would be availab.e fcor brradcast by a number of televisicn
retworks, doing so is an accommedaticon to the party’s candidate
rather than a centributicn £rcm the candidate. The Audif Divis:icon
telieves that under any cther circumstances a candidate would
expect to purchase air t:me tc broadcast a film to a large
audience rather than expec:z tc be paid for the use of the film.

Oon the other hand the Commission acknowledged that, in part, the

~ convention legitimately serves as the vehicle to promote its
nominee. Therefore, the Icmmissicn deterzined that the Ccnvent'ﬁr
could make the film payment.

't

The Audit staff recommended that the $30,000
payment be considered a payment for expenses of a candidate
participating in the Convention and repayable to the U.S. Treasury
pursuant to 11 C.F.R. §9008.10(d). On March 10, 1994, the
Commissicn considered thi:s matter. It was determined that this
payment would be viewed as a permissible Convention expense. In
making this decision the Commission considered instances wherse
candidate films were prcduced and shown at previous conventions,
and the candidate specific nature of a convention when, as was -he
case in 1992, the nominee is known in advance of the Convention.

3. Parking vigclations

During the review cf disbursements made by the
Committee, the Audit staff noted payments to the New York City
siolations Bureau. An .nspection of the Committee’'s vendor f:les
revealed check requests. cop:es of Committee checks, and New Yorx
Zity parking tickets refl.ecting $5,675 :n payment of violati:ons =f
New York City parking regulat:ons.

2/ The Committee’'s response does not comment on the failure of
both the Committee and CFP to report any in-kind
transactions related to this $30,000 payment. If at the
time of the transac:ion, the payment to the media firm was
considered to be :n-kind compensation to CFP for the use cf
the film, reportinz c¢cf the in-kind nature of the
transaction wouid nave teen regu:ired ty both Committees.
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In the Inmterim Audit Rerort the Audi: sta‘fs
reccmoended that tne Zommittee demcnstoate “nast the paymenzs iz
not represent an :agroper use of publi: funds. Absent such a
snawing., the Commiztee was i1nizsrmed that 1t would be reccmmended
~hat zhe Tommissicn maxe an Lniti determinazicn that $3,87°6 ¢
repavaple to the Un.ted 3States Treasury pursuant to 11 CFR
§3008..2- 3

In 1ts response t3 the Interim Audit Repcr:, =he
Zommittee agreed "that payments for parking tickets do not
represent an allowapble use cf the public grant and, accordingly,
will repay to the United States Treasury the sum of $5,675 within
90 days cof the date of the Cocmmission’s July 29, 1993 letter in
accordance with 11 C.F.R. § 9008.10(g'."” No such payment has been
received.

Recommendation sl

The Audit Staff reccmmends that the Commission make an
initial determination that the 1992 Democratic National Convention
Committee, Inc. is required to repay the U.S. Treasury $5,676
pursuant to 11 CFR §9008.10¢d).

4. Post Convention Purchases

In the Interim Audit Report it was concluded that
the Committee had unspent funds totaling $133,118. It was also
explained that no aillowance was made for the printing of the
convention proceedings because the Committee had not provided any
support for the estimate of those costs. The figures included in
the Interim Audit Report were the result of the review of actual
expenses and accounts payable through December 7, 1992 and
estimated winding down costs of $96,217. 1In its response toc the
Interim Audit Report the Committee submitted a revised calculation
cf its financial position including actual receipts and
disbursements through September 3, 1953. The unspent funds shown
by the Committee total $1,2893/. In order to verify the
Committee’s calculation the Audit Staff visited the Committee’s
offices and reviewed the documentaticon for the disbursements made
after the December 7, 19592 cutoff date. Discussed below are items
that the Audit Staff recommends not be considered permissible
uses of public funds.

a. Gifts

Payments to two vendors totaling $20,43]1 were
noted for gifts for various senior convention officials. One
vendor was a Washington, D.C. jewelry store which was paid for
1tems such as clocks, silver paperweights, silver boxes, and

3/ The Committee revised this calculation in follow up
correspondence. See Finding III.B. and C.
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silver serving Irays along with enzraving and shipping. The saral
P11l was S.7,431 pa:d witnh fzur chezks. The first was dated
Tecember i, 1987 and was reviewed during the criginal fie.dwork
Thar cnecx was dogumentel Ly 3 fash receipt which was not
impr:inzTed witn Ine wvendiri's name and descrited the rurpcse as
“cepcs:it On Prinzing Jrder Approx 1a030". The Zommittee's year
end d:sclosure repert Jdescribed Ine expense as "0ff; e Suppl;es

An addit:cnal payment was made on December 17, 1992, and was also
zeported as "0ff.ce Supp.ies” Iwo payments were made cn February
4, 1993, and reported as "Printing”. When gquest:oned about these
.2ems the {ommittee’s representative said that it would be
necessary to contact scomecne :1nvoived at the time. In a follow un
conversation 1t was stated that such gifts were a standard
convention procedure. In follow up correspondence the Committee
reiterates 1ts posic:ion and notes that in 1988 commemorativw

gavels were given to senior staff. The Committee also states that

the expenditures were nct guestioned i1n the past.

The second vendor was an Architect who was
paid $3,000 on Decender 10, 1992, for an architectural model of
the convention podium. The payment was described on the

. Committee’'s y=ar end dxsclosure report as a payment for

"Printing”. The Ccmmittee has :nfcocrmed the audit staff that th:is
model was also given as a gzﬁ:. :

Recommendation 2

The Audit staff recommended that the purchase of these gifts
be considered an :mproper use cf federal funds and repayable to
the U.S. Treasury. The Commission considered this recommendation
on March 10, 1994 and determined that some commemorative items cf
nominal value are to be expected as a ncormal expense for a
presidential nominating convention, and that those gifts valued a-
$150 or less woulid be permitted. These gifts account for $2,62%6
cf the $20,431 questioned. Therefore, the Commission made an
init:al determination that $17.80S5 i1n gi1ft purchases represents an
improper use of federal funds and 13 repayable to the U.S.
Treasury pursuant to 11 CFR §90C8..0(d".

b. Research Protec?:

The Aud:it Staff reviewed a contract with an
individual for consulting services for the months of November and
December of 1992. The contrac: called for four payments of SI,300
each but did not specify the services to be performed. This
individual had not received previocus payments from the Committee.
When the review cf post December ~, 1392, payments discussed abo-e
was conducted, the four payments were included. Three were made
on December 15, 1992, and the fourth was made on January 4, 19863.
The Committee was requested to provide a description of the
services that were provided under this contract. 1In response .:
was explained that this individual was engaged to conduct a
historical study £cr the DNC archives., According to a Committee
representative, tne report prcduced 1s entitled "The Role cf
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African-Amer:can Staff I- tne Ictnvenzicon and ine DONCT4/. In she
opinion ¢f the Audiz S7aii tn.S exzense .s properly paid by the
National Committee but .s =27 an exgense f{cor the purpose cf
sonduct:ing a pres:dential TCSTMINALINZ CIonVenNtion or convention
related activ:iiy and, tnerefzre, may nct te defrayed with publ::
funds.
Recommenzdaticn %3

The Audit Staff reccmmends that the Zommission make an
initial determinatizcn that =ne 1387 Temocratic Naticnal Convent:ien
Committee, Inc. s reguired %2 repay the U.S. Treasury S10,000
pursuant to 1l CFR §9008..C0 2

B. Statement of Financ:al Positio

Section 9008/h} cf Title 26 cf the United States Code
states, in part, that the Commission shall have the same authority
to require repayments frcm the national ccmmittee of a major party
as it has with respect tc repayments from any eligible candidate
under Section 9007{(b).

In addition, 11 CFR §9008.1C (b) stateg that if the
Commission determines that the national committee or convention
committee incurred conventicn exdgpses in excess of the
limitations under 11 CFR §%008.7 -a;, 1t shall notify such
national committee of the amount cof such excessgive cxpenditures.
and such naticnal committee shal. pay the Secretary an amount
equal to the amount specif.ed.

Section 9008.10(e)r:. cf Title 11 of the Code of Federal
Regqulations states that 1f any portion of the payment under 11 CFR
§9008.3 remains unspent after al.l convention expenses have been
paid, that porticn shall be returned to the Secretary of the
Treasury.

~ F
-
-
14

Finally, 11 CFR §§9008.i3(gi7l) and (2) state, in part,
that if the Commission determines that repayment is required, it
shall give written notificati:cn of the amounts required to be paid
and the reasons therefor; and the national committee shall repay
to the Secretary, with 90 days of the notice, the amount of the
repayment. Upon applicaticn submitled by the national committee,
the Commission may grant a 50 day extensicn cf the repayment
period.

As discussed abcve, the Interim Audit Report contained a
calculation of unspent funds that showed a remaining balance cf
$133,118. This calculaticn was based on a review of actual

4/ Subsequently a copy of the report was provided. The exac:

- title is, African American Leadership of the National
Democratic Party 1989-1952 H:storical-Philosophical-
Reflections.
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mate.y $80,C00 and are included as

the winding down costs shown 1in the analysis presented

-
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foliow-up work noted above,

cenditures for the preparation of the official proceedings were

approx

-

-

during the
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CTalculat:ieon of F.rnancial Pes:t.cn and Spending Suc-ec:
Expenditure Limitaticn For The
-3%2 Demccratic Naticnal Zonventicn Tommittee, Inc
as £ Decemper T, 1992
Tecermined at Sectember 3, 1991
ASSETS
Cash on Hand 5 -0=
Cash in Bank
Cperating at 12/7/92 $154,989
Payroi. at 12-7.92 5,486
Total Cash $160,47%
Add:
Accounts Receivable
and Capital Assets a/ 84,928
Total Assets
LIABILITIES
Disbursements for Convention Expenses
and Winding Down Costs Through
September 3, 1993 b/ 234,290

Accounts Payable 7,241
Total Liabilities

Remaining Federal Funds

Add: Expenses Constituting Improper Uses of

Federal Funds (Pindings III.A.) Included Above

Not Applicable To The Spending Limitation

Spending Limitation Remaining

Page 20
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$245.,403

241,531
$ 3,872

33,481
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~ 1 bl H . -
The Calculation of Financial Positicn and Spending Sub-erc-
3 Jecs
- - . . * . - -
Ts The Excenditure L.mitatizcn Tor The
3 N ~ - -~ -
18§82 Democratic Naticnal CTonvention Icmmittee, I~

The Interim Audiz
Arcounts Receivable and $2
tenval of $76,441. Between
1994 actual receipts
assets were $84,928.

Report contained estimates of $49,299 for
27,342 €or Capital Assets, for a

December 8, 1992 and February 8,

{rom Accounts Receivable and the sale -¢

-

As of December 7, .992, the Ccmmittee had reccorded Accounts
Payable of $14,43% and estimated winding costs of down costs
were $81,782 excluding the cost ©of printing of the official
proceedings. Between December 8, 1392 and February 8, 1994
the Committee’s actual disbursements totaled $234,2990
including the cost of the proceedings and the major:ty of the
impermissible expenses discussed abové. -

- e
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The f:nancial pcs.Liiln gresenctel accvse growsg tnat t-e
Committee has unspen: funds 10 *ne amount of $3,872. Alsc, -—ne
amoun=ts dezermined o bte impermissillie uses of s=e public zran:s
nozed as .e"ayac;e T the U.S. Treasury .n Finding IIrlaA. acove
are not appiicable 2z the spending l:imizaticn., Therefcre, tne
amcunt rema.n.ngy 1t tne CTomnpittee’s spending limication s
§37,333

Firnally, as a result of the audit of the New York Hos:
’92 Ccmmittee, there was, at the t:ime of the Interim Aud:i:: Report,
he posszbz;x*y that $135,500 1n disbursements made by the Host
sommittee would be considered attributable %o the Committee’'s
spending limitation. These disbursemen:s were made with funds
that had been commingied with other moneys which did not meet the
requirements of 11 CPR §9008.7(d)(3)(i). The Interim Audit Report
advised the Committee of the potential affect of these
expenditures on its compliance with spending limsitations and
potential repayments. As a result of the New York Host '3§2
Committee’s response to the Interim Audit Report resulting from
that audit, it was determined that although the funds had been
commingled as described, sufficient permissible funds were i1n the
account when the expenditures in guestion were made. Therefore,
it was determined that none of the expenditures will be attributed
to the Committee’'s spending limitation.

Recommendation #4

The Audit staff recommends that the Commission make an
initial determinat:cn that 1992 Democratic Convention Committee,
Inc. 1s reqguired to pay the U.S. Treasury $3,872 in unspent funds
pursuant to 11 C.F.R. §9008.10(e(1).

C. Stale-Dated Committee Checks

Section 38008(h) cf Title 26 of the United States Code
states that the Commission shall have the same authority to
require repayments from the national committee of a political
party as it has with respect to repayments from any eligible
candidate under section 9007(b).

Secticen 9007.6 ¢f Title i1 cf the Code of Federa.
Regulations states that i1f the committee has checks ocutstanding o
creditors or contributors that have not been cashed, the commitzee
shall notify the Commission. The Committee shall inform the

Commission cf its efforts to locate the payees, if such effor:
.

w

- -

have been necessary, and :1ts efforts to encoutrage the payees o
cash the cutstanding checks. The committee shall also subm:it a
check for the total amount cf such ocutstanding checks, payac-le =z
the United States Treasury.

w g
.
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As part 2£f tne Itmmittee’s Tespconse I the Inte:i:m Aud:-
Repcrt, A stale-dated cutstanding cnecx amcunt cf S16,683 1s noc-es
as repayable. This amcunt was ~erifiled :C the audit workrapers
Fcr a pertion cof these cnelxs .etters 1o tne payees are included
thaz :nfcrm the payee Inat uUnless ACIiInN was taxken by the payee
within 14 days, the Ccmm:ittee would adrust 1ts accounting cecords
to snow that nc cocl.zat.on existed

In follcow-up Ccorrespondence the Ccmmitcee shows all of
the checks to have teen sither vcided or reissued. For the veided

1de
checks documentation has been submitted to support the Committee's
action. A summary of the cutstanding check amounts is shown

below:

° 9 checks tctaling $6,019 were voided and replaced, and
the replacement checks nave cleared the Committee’s
account.

o 14 checks totaling $9,670 were vcided and a copy of the
letter noted above was provided.

° I check for Si83 was fzound voided in Committee files. A
copy was supplied. T e e

4
° 2 checks totaling $8.7 were reissued and are still

cutstanding.

Recommendation $5

The Audit Staff recommends that the Commission make an
initial determinaticn that the .$%2 Demccratic Convention
Committee, Inc. is required to pay the U.S. Treasury $810
representing the value of uncashed Committee checks.

IV. Repayment Summary

A. Improper Use Of Funds

1. Parking Violaticns (III.A.3.)
2. Post Conventicn Expenses - III.A.4.!
Gifts (III.A.4.a: 17,80%

5,676

Research Project (III.A.4.b 10,600
B. Unspent Punds (III.B.: 3,872
C. Stale Dated Commit-ee Checks (III.C.; 810
Amount Due to The U.S. Treasury $38.463
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By the Audit staff to the
expenses assoc:ated with

each voucher/reimbursexzent
reguest and, if possible, :c
the relatedreimbursenment(s);

if the reiabursement could not
te directly associated with the

- pay=ment of specific expenses,

then the reimbursement 1s
nunbered 999,

generally the date on whi
expense was incurred per
cTr i1nvoice.
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¥

same as W/S Cont Inc Date
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date is used as the
ca.culation date. (l1. CFR
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Field Definitions
z w 8
2§ Am:t
~2zxsheez Cutstanding
Amzsunt
5 ;S
xp
z3 1 thru 3
‘Worksheet are negat:ve
Expense Ccode) amounts
4§ thru 7
are positive
_ __ amounts
) W/S Date
Reimb

‘Worksheet Date
cf Reimbursement
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- reimbursements
debt setzlements
- miscellaneous

LYV A
i

4 - advances zade by an
individual for other
than his/her own travel
and subsistence, (e.g.,
cthers’ subsistence,
cffice supplies, cther
campaign expenses). <

un
J

advances made by an
individual for his/
her own travel and
subsistence paid by cxhe
than persconal credit ca:

§ - advances made by an
individual for his/her
own travel and subdsis-
tence paid with his/her
own personal credit card.

7 - direct contributiens

date on which each expense -3s
reimbursed, assuming a
chronological order cf
rayment (..e., expenses
incurred first were
reimbursed first, irrescec:z..e
cf the specific expenses
associated with a given
reimbursement by a commilee
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{Wworksheet Running
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W/S Excess

Asount

{Worksheet Excessive
Conzribution Amount!

w/S Exc Bal

Af: Reinmd

‘werksheet Excessive
Centribut:ion Balance
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the nuzpter cf days cezween
tne calculaticn date ani the
date the expense was -fe:mbursed
.e., WSS Date Reixz.- w
lont Talz Drte: .

determined by the expense
code~-~fcr each expense code
there is a differen: number of
days within whic~ “he expense
must te reimbursed befosre ::
beccmes a contribution
iexplained below under 'Daza
and Methodeology Used’)--and
the W/S Days 0O/S.

a running balance that

starts w/ ~1000 where apprcpriace,
{$10C0 contributien limit-

aticn is built in) and adds

'W/8 Contr Amts’ success:ively:

as reimbursements are
enccuntered, all contribuzt:ions
paid on that 'W/S DaZe Reimp’

are subtracted,

the amount of excessive
ceontributions {(i.e.,, The w S
Run Ceontr Bal is positive:® as
of each incurrence date;

the amount ¢f{ excessive
contributions (i.e., the W/S
Run Contr Bal :s positiv
rema.n:ing after each
reripbursement s appiied.
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meginning with the Committiee’s (nfegiicn Zate =hrough

) Seneraliy., =nis Zata was gathered frcom the
~~mmi--ee’'s cata tape and the Icmmittee’'s vendor or check files.

~yrect contributicns aprear ret 2f any contribution

-efund:s' and are reccrded f£cor worxsheet turpceses as cf the date
of the refund. Otherwise. =ne depcsi:t date from the Committee's
data tape or other source is sed. Telt settlements are dated as
of the date <hat the Comm:ss.cn nctifies the Committee that che
debt settlement plan is acceptaple
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MEMCRANDUN

, -
TO: Porert .

Zssza
Assistant Staff Director
Audit Divisior

THROUGH: Jorn C. Surifa:rid
Scaff Dicect ’
.7
. Ve
FROM: Lawrence M. NcD.e_ A
Seneral Zounsel -

Kim Br: cht-Coleman-gk?‘:

-Assoc.ate Senera. Counsel
Lozenzo Holloway = < F -
Ass:szan: Genera. Zcounsel

Peter 5. Blumberngagg
Azzsznev

SUBJECT: Prcposed Final Audit Report for the 1992 Democraz:.:
Nat:cnal Convention Commitze®, Inc.
‘LRA $448/AR-93-138:

I. INTRODUCTION

The Office of General Counsel has reviewed the proposed
Final Audit Report for the Democratic National Convention
Committee, Inc. ("the Committee") forwarded to this Office on
November 2, 1993. The follcwing memcrandum contains our
zomments on the proposed aud:t ceport.l/ Shculd you have any

gquestions, please contact FPezer Blumberg, the attorcney assigned
£2 this mater.

Senerally, we concur -.In zhe Audit staff’'s f.ndings and
reccmmendat.ons 1n the prcorpcsed repors Witn regacd -
v Since the proposed Fi.nal Audit Report does not include a-;

Matters exempt from public Z3.sc.osure under i1 C.F.R. § 2.4, .o
reccmmend that the Commissicn’'s discussion of this document be
conducted i:n open session. Thrzughout Sur comments, “"FECA" relsc:
*5 the Federa., Election Tampa:zn Act 2f 1971, as amended, I ..
§§ 431-453.
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e
.uat the prcpesed repor: expiain :n greater de:axl how the Hcs:
coamittee response extinguished the Committee’s potential

addit;snai cbligacions.
II. IMPROPER USE OF PUNDS

The proposed Final Audit Report categorizes four separate
expend:itures as apparent mproper uses of funds pursuant 2o ..
C.F.R. § 9008.6(a){4). The auditors identify an expenditure ¢-:
production costs of a film shown at the Convention, "The Man
from Hope," as an impermissible use of funds. The Commit:ee

2/ The Notice of Proposed Ruleaakinq cn Conventicn Regula:;:ns
¢ "NPRM") seeks comment on coniridution limits for contributizcs
resulting from reimbursed szafif advances, suggesting :“a: teza_s
"rhe convention committee .s eszapiished by the naz:cnal
commictee, and therefore aff._ ated with the naz:<cna. z:2mmizze2
12 wou.d share the natisna. -:iTmitzee’s 520,220 zonmwrizutico
limit.” The NPRM alsc notes =nmat the limit would -e $2.77 arge-~
a de..-.e.-« :n the Presi:denz.2. Z.eczz::cn Campaign fund = & -
convent. committee e.ects "I Iz accept 1ts full entizlemen-
?:es.uen::a; Election Camra.sn Fund and Federa. Financing of
President:al Nominating Cconvenz.cns, 58 Fed. Reg. 43047 ipropcse
Augus®t .2, 1993). The ccmmen: ;fec:cd closed on

September 17, 1993. The hear.-3 cn zhe proposed rulemak.iny was

A
held on Cctober 27, 1991,

(]
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0O &
ta C)
%
3
%
i oved
N
\-\

wemITRNITLR UL nIzel T . A
F.nal Aaudis X4 ~n
CeM2 3l Ne..2nal TInvenT. It IITHlLTTee, Inc
L $448 /AR-33-38
Page .
ex~egg. @ ~cmTrizuTiIns Tonotozsnostaxifoad NI
tnat susrently ng ISNITLIUTLIT L.miT onas
Tsmmissicn, and che issue -f Jtezner a =< o- -
Scivaze szntribuzions 3T 2. Lnen 1T Tove
~ax.=.=m anc.c.ement oI fede-sal I _nds niZe -
15 .-s Leill The I:immittee tecelved & -
28 feze: :.n2s TRus, 2t tre t.ze z-e ’
ss%gTanziins. Tne IInmmliTiee may mave nad oa
exzess 2f .75 ent.z.ement 3.nfe 2ne Zonm
ratmrursed -ne ndividyuals 1o tnLs Tase,
advances sncu.d have nC entill.eTent oI repayment 5
we ceg.est tnat the 2auditcrs Tlarify tWo MATTEIS wWhRiin .ece
d.:scussed .5 tne Interim Aucit Repcrt, and appear i -e
withdrawn ncw. The Inter:m Audit Re port questicned the $36,743
1n costs the Zommittee estimated it had incurted %o print ne
s££.c:1al proceedings of tne Temccratic National Convention  ‘ine
Conventizn” . This amount was zuestiocned because :- was =acre
~hnan dsouz.e che prinzing CTsts incurcted i1n 1388, The Final
Audit Repcr: does not speciiically address the rescluct:cn =f¢
+h1is expense. The ceport shculd tnclude an explanaticn of Row
she prinzing c2st i1ssue was resoived. Further, the Interiam
Audit Report notified the Committee that it may owe another
$259.2090 in repayments based cn :ransactions made by the New
-York '92 Host Committee, Inc. “the Host Committee”'. <The F.mal
Audit Report concludes that the Committee han no obligation =~
based on responses filed Dy the Host Committ It is suggesze:
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ra:d Sreat Amer:can Hgi;i,‘:‘: ‘SEZ.:CDiS:: a pornicn zf tae
praduzticn costs of tne Tl .m. The tctal productiicn cost was
$.88,237 Siinzon for Pres.Zent CFPT paid tne balance 2f --o
ool The IiZmmitiee IIntenZs TnaAT Tne expensa was a perIiss ze
.se =% f.nds sinze Ine Isis were :nIurred "for the purpose of
ssmduzoing 3 Tresidential nIminating Zsnventisn' inssfar as --e
Sil.m was snIwn as part Sf tne Ionvenzticn prozeedings. Ll C.fF.s
§ $028.% 3 4 . The TImmitTee 2,50 argues that these
expend:zures snould nct e ccnsidered a proninited use ¢ findg
undezr 11 Z.F.R. § 30.8.% = because :nat regulat:ion cniy
gromizits Sonventicn Iimmittee expenditures far candidarze
expenses  ncurred :y tne zanZ:2ate :n attending the c:znvenz.z-n,
uzn as nsusing, travel, and sups.istence. Thus, the Commitcee
ceasons, 1f the candxdate expense .s for an item that does not
1nvolve the candidate’s attendance, :hen 1t could be a
cermissidle expense. Further, the CcmmitZee argues that :%s
caymenz o CFP was in ::ns.ﬂe:a?&cn cE CFP’'s permissiocn 2o show
the £:1m3 during the Ccocnvent:ion proceedings., The Commitzee
explained =hat it nad 2 ccapensate CFP to avo:id receiving an
unlawful or repayable contriduticn from CFP.

The Audiz staff argues that the showing of the film at the

cnvenz:on does not transform 1t into a ¢convention expense. The
udx.c:s ‘also argue that the FECA and regulations prohibit all
expenditures made for the cand:date. With respect to the T
Ccmmittee’s argument that it was obligated to compensate CFP for
the benefit of showing the fiim, the Audit Division argues that
this reimbursement is impermissible because it is an "expense of
~he candidate,” and in any event, CFP received free telesvision
a.r time as consideration £or the permission to use the film.
The proposed Final Audit Repor: recommends that the Committee
repay $30,000 to the U.Ss. Treasury.

This Qffice agrees with zhe proposed report's
recommendation. Conveniion committees are prohibited from using
funds to defray the expenses cf any candidate’s participation in
conventions. 26 U.S.C. § 33008{(c); 11 C.P.R. § 9008.6(b)(1).

The legislative history of convention financing does not
indicate if any candidate related expenses would be a
permissible use of convention funds. The convention regulations
do not specify all permissible uses for expenditures, but they
grovide examples, such as tne rental of the hall, secur:i:y,
-_.ephoncs, salaries cf emp-:"-es exz. L1 C.F.R.

§ 9008.6(a)(4)(i)=-(vil: Trese exampies suggest that i
underlying purpose of ‘e eral Icnvenzico

e fanding i:s zhe smocoin
functioning and operat:icn cf the convention 1tself and nct tne
promozicn cf a certain canc.late nrougn candidate-spec:fi.ic
exgend:tures. The use cf funds to suzsidize the costs =f a
siographical film cf the cand.date, or ©2 pay compensaticn 2
~he owner of the film for =ne c:ght =5 use 1t, does not involve
the operaticns of the Convenzion Rather, zhis use is

candidate-speci:fic and, therefore, (% .s not permissible.
ATTACEMRAR e
rage 41 e
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Since the f2zus 1S In tTne Ifefaticn € she Iznventian, we
cel:eve Zha:t ITRe £rIniIiTiIn 23I217ST Tne expenses related no e
cand.date’s "partizigaticn’ i tne fonvenzicn includes more -man
<ne expenses for zne z2anzZ:iZate s ‘attendanze. "l Thus, the
lzmmiztee .S ;:::;:;:ed‘f::m caying fcr any :tf zhe cand.date's
IznvenTiCn exTenses. anI T ST extenses f:r nctels and meals.
Foriner, Tne IImmiltee S IIMCensaticn argument CLICUKVERts the
imeentIsn 25 DL Z.UFLR. 8§ 3023 .4 ac and 3328 .8:b0 L. “ese
sect:ons z2u.d fte rendered superflucus under che :cmmxt ~ee's
croposed interprezaticon.  For example, the Committee could arsue
snat :% sncu.d pay for the candidate’s hcotel and meals while
attending the JConventisn s.nce the Jommitlee receives the
senefit cf =ne cand:date’'s ncminaticn speech as part of the
fznventicnh proceedings 2n the final night of the convention.

The Pinal Audit Repor: also identifies three other
expenditures 1n the amcunt =f 337,431 that are viewed as
impermissible. These expendxtures involve pest-convention
rayments £or g:£%s and a research project.d/ The Committee
argues that expenditures fcr _x--s are a long-standing traditicn
at naticnal party conventions, and that the expenses for similar
gi1fts had never been questicned :n past conventiocn audits.
Specifically, the Committee cites to an expense for engraved
gavels from the 1988 Denoc*atx* National Convention. The

Committee also stated that the research project was

convention-cteiated tnd,>thas;-a permissible use of funds.5/

This Qffice concurs with the Audit Division that the
Commitzee must repay $30,431 to zhe Treasury to cover the
impermissible funds. However, we recommend that the auditors
clarify whether they deem the expenditures as impermigssible
because of the fact that the actual subject matter of the
expenditures were not convention-related, or because they were
paid several months after the Convention, which may transform
otherwise permissible expenditures into non-convention expenses.

3/ For instance, & candidate can participate in a convention bty
producing a biographical film of herself to be shown at the
convention, but not actually attend the convention.

4/ The gifts include engraved silver clocks, paperweights, Coxes
and serving trays, and an archi:zect’'s model cf the conventicn
platform. We note that the Ccmm:ittee, initially, described these
expenses as "printing” and "sffice supply” costs to the auditcrs

S/ The Committee states that zhe researcher studied the role c¢
African Amer:cans at the Convenzicn. However, there is no
indication that the research had anything to do with conducting
~he Convention or that 1t was rerfcrmed during the Convention.
indeed, the final research report was turned in aonths after :he
Conventicn and the topizc i1s the role cf African Americans in the
National Democratic Committee, .ndicat:ng that the expenditure .as
party-related, not convention-re.ated.
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In general, the Jcommissicn vlews exgenditures made sr-aund --a

m:me cf The convenz.cn as IItnventiIn exgenses. See Fimal A< -

Fepcct 2n the Arcangements lo:mm. :f the Repur. Nat L “amm. .

-~a .388 Repub. Naz’'l l:znvenzizn Izmmissizn appraved Oziize:

L3, L3323 % Fayments made afze:r tne I:onventicIn rast Haourns --

“retner a*_ex;e d;:::e “a&s fInventlzn-Te_aved Trese

exper<iT.I®S A.S3 ACpear T Ce .lpermisSsS.Tle necause Tney Are

more akin Lo ex;erses Te.aTing 12 rarty TUSLINneSS rather tra-

sInvenTiIn Sus.iness, inscfiar as iney nave L.zwle o 42 wins

"sanducTing’ a convention. T See . IZ.F.R. § 3008.5% a . o

Twner $1Tuations, tne Audil Tivisicn nhas permitted expend:t cas

f2r zufts sucnh as lnexpensive sScCuvenirs to be districuced -:o

zampaign wcrkers These previously permitted expendxture ﬂavg

always Leen made during the ccocnvention and were inexpens:

The 3:f%s :n guesticn nere are different frcm previcus

ccnvenzion scuvenirs s.nce the amcunt ¢f money i1nvolved

significantly higher, and recause the expendifures were mace

icng after =he Ccnvention, thus, the aud:itors appear %2 be

creaz:ng this Tcmmittee Consistent witn past practice,

g The recent Notice cf Prorcsed Rulemaking cn convenzico
Z.nancing aliso notes this pciunt President.al Electicn CTamca:.:-
fund and Federa. Financing cf Pres.dent.al Nominating Conven:t.:-:
28 Fed. Reg. 43047 proposed August 12, 1393)

The fazt the expenditures were raid several months af-e: ---
zonvention, adds tc the 1nference tnat they were Darty exgpenses
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washington, D.C.

., . AR0C4863

April 3, 1994

-

The Honorat.e Robers 7. Matsu:
Treasureys
1992 Democratic Nat:iocna. Tonvention
Committee, INnc. 5 R
4310 Scuth Cap:ital S , S.E.

-

wf‘

re
;0C

€2 qr

Dear Tongressman Matsuil:

Attached, please f:nd the Final Audit Report on the 1992
Democratic Nat:ional Convention Committee, Inc. The Commission

approved this report cn March 10, 1994. As noted on page 3 of the
“report, the Commission may ,ursue any of the matters discussed in

an enforceaent act:on.

In accordance with 11 CFR §9008.10(g){(1) and {(2), %he

commission has made an initial determination that the Committee s

to repay to the Secretary of the Treasury $38,163 within 90 days

after service cof <his report :July 8, 1994.} Should the Commiccee

cr the naticnal committee dispute the Commission’s detecrmination
that a repayment 1s required, Commission regulations at 11 CFR

§9008.11(a) provide e:1ther committee with an opportunity to submit

in writing, within 30 calendar days after service of the

Commisgion’s notice (May 9, 1994), legal and factual mater:als t2
demonstrate that no repayment, Or a lesser repayment, is requiced.

The Commission will consider any written legal and factual
materials submitted by either committee within the 30 day per:cd

in making a final repayment determination. Such materials may ce
submitted by counsel if the Committee or the national commitztee sO

elects. If either committee decides to file a response to th
initial repayment determination, please contact Kim L.
Bright-Coleman of the Cffice cf General Counsel at (202) 219-34837

1f the committees do not dispute this initial determination wizn:in

the 30 day period provided, i1t will be considered final.

The Commission-approved Final Audit Report will be placed
the public record on Aprail 11, 1994. Should you have any
questions regarding the public release of this report, please
contact Mr. Ron Harris of the Jommission’s Press Office at T2
219-41585.
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Any gFoesticons YTou [may nave ce.aned =: matters covered duri-gz
= e e m o
b usit c o ha toa % . #
-ne aud:it or in the repcrI snzuld ce directed to Jce Stolii i tne
. R S e “ne
Aud.= Sivision at 201 LLE-3TlO

. Rcberé’:. Costa
Assistant Staff Director
Audit Division

Attachments:
final Audit Repor:
Legal Analysis

cc: Joseph E. Sandier, Esg.
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932 PEMOCRATIC NATIONAL CCNVENTICN CCMMITTEE, INC.

pre-audit Inventcory Commenced 11 09582
Audit Fieldwork 11716/92-01/14/93
Tnterim Audit Report to 07/29/93
the Committee
Response Received to the $2.09-93
Interim Audit Reportl/
Final Audit Report Approved 33/10/94

1/ Additional response time was granted after the revote and
Teissusance of the Interim Audit Report following the Courts
decisicn in FEC v. NRA polit:ical Victory Fund, et al., No.
91-5360, slip op. at 2 (D.C. Ciz. OJct. 22, 1993). -
ATTACHMENT
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._1 ) Uavia Wilhelm, Chareman

May S, 1994

Y*r. Robert Ccsta

Ass.stant Staff Director
AUZit Division

FeZeral Election Commissicn
8% E Street, N.W.
washington, D.C. 20463

Near Mr. Costa:

The 1992 Democratic Naticnal Convention Committee, Inc.
("THCC") 1s in receipt of the Final Audit Report of the Federal
Election Commission. Accordingly, enclosed please find two checks
in +the total amount of $37,337.79, payable to the United States
Treasury. The first check, in the amount of $3,856.79, represents
all unspent funds remaining in the DNCC account. The second check,
in the amount of $33,481.00, s being forwarded pursuant to the

Commission’s acceptance of the Audit Division’s recommendation #1,
rartial acceptance of recommendation #2, and acceptance of
recommendation #3 contained in the Final Audit Report.
. ~ Please note that since the issuance of the Final Audit Report,
~here have been two changes tc the financial position of the DNCC.
F;rs., an $800.00 check that was outstanding when the Final Audit —
Rerort was issued has since cleared the bank. Second, the DNCC
maZe a paywent of $25.00 on April 12, 1994, to the District of
Columbia for the DNCC’s annual corporate fee. Accordingly, the
recayment has been adjusted as follcws:
) Unspent Funds has been reduced frcn $3,872.29 to
$3,847.29.
o) Srate Dated Coecnmnittee Checks has been reduced fronm
€805.50 to $9.50.
If vou have any further ques<ion regarding this matter,
rlezse call our cffice at (207) 863-7110.
Sincerely,
- 7
ot - -~
X f / “
e P ! T o
Scserh E. Sanﬂ’er
DNC General Counsel
Neil P. Reiff
ZNC Cepruzy General Counsel
Do mocrane Parn Heagguarters ¢ 430 South Caprtol Street. 3 £ Washington, D.C. 20023 « 202.563.8000 ¢ FAX: 202.863.805!
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FEDERAL ELECTION COMAMISSION

SARHINGYON DO I

T0: THE COMMISSIONERS

THRQUGH: JOHEN C. SURINA
STAFF DIRECTOR

A
ey
TROM: ROBERT J. COSTA ;/\J“<:l/
ASSISTANT STAFF DIREC{OR
AUDIT DIVISION 4

SUBJECT: REPAYMENT RECEIVED FROM THE 1992 DEMOCRATIC NATIONAL
CONVENTION COMMITTEE, INC. ~

The final audit report on the 1952 Democratic National
Convention Committee, Inc. reguired a repayment to the U.S.

_Treasury in the amount cf $38,1€3. This consisted of $33,481

for impermissible use cof public funds; $3,872 in unspent funds,
and $810 in stale dated checks.

The Committee was given 90 days tc make the repayment
{July &, 1994) or 30 days to contest the initial repayment
determination (May 9, 19%4). Cn May 5, 1994, Committee Counsel
delivered two checks totaling $37,338. This is $825 less than
the amount specified in the initial repayment determination.
The difference is $800 for a stale dated check that has recently
leared the Committee’s account and $25 in additional winddown
expenses fcor the renewal cf the Committee’s corpcrate charter.
{A copy cf the Committee’s letter is at Attachment 1)
cn the Audit staff the payments

In the opin cf
1itial repayment determination.

3
received satisfy the 1

This memorandum is being circulated fcr your

informaticn. Should you have any questicns, please contact Jce
Stcltz at 21¢-372°0.
oz Genera: Ccunse.
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MEMORANDUM

May 12, 1994

—

N
TO: THE COHMISSYGHERS

THRQUGH: JOHN C. SﬁRINA

,  STAFF DIRESSQ&yA// {FT
FROM: ROBERT J. COSTA <:;/

ASSISTANT STAFF DIRECHOR
AUDIT DIVISION

SUBJECT: REPAYMENT RECEIVED FROM THE 1992 DEMOCRATIC NATIONAL
CONVENTION COMMITTEE, INC.

~ The final audit report on the 1992 Democratic National
Convention Committee, Inc. required a repayment to the U.s. ~ - - - —
Treasury in the amount of $38,163. This consisted of $33,481
for impermissible use of public funds, $3,872 in unspent funds,

and $810 in stale dated checks.

The Committee was given 90 days to make the repayment
{July 8, 1994) or 30 days to contest the initial repayment
determination (May 9, 1994). On May S, 1994, Committee Counsel
delivered two checks totaling $37,338. This is $825 less than
the amount specified in the initial repayment determination.
The difference is $800 for a stale dated check that has recently
cleared the Committee’s account and $25 in additional winddown
expenses for the renewal of the Committee’'s corporate charter.
(A copy of the Committee’'s letter is at Attachment 1)

In the opinion of the Audit staff the payments
received satisfy the initial repayment determination.

This memorandum is being circulated for your

information. Should you have any questions, please contact Joe
Stoltz at 219-3720.

cc General Counsel



R HH imm | Ml LI

: ~
fu
ra
()
=)
¥
O
i

“r. kzokert Ccosta

Assicgtant Staff Director
Audit Division

Federal Election Commission
8999 E Street, N.W.
wWashington, D.C. 20463

Dear Mr. Costa:

The 1992 Democratic National Convention Committee, Inc.
("DNCC") 1s in receipt of the Final Audit Report of the Federal
Election Commission. Accordingly, enclosed please find two checks
in the total amount of $37,337.79, payable to the United States
Treasury. The first check, in the amount of $3,856.79, represents
all unspent funds remaining in the DNCC account. The second check,
in the amocunt of $33,481.0C, is being forwarded pursuant to the
Comnission’s acceptance of the Audit Division’s recommendation #1,
partial acceptance of recommendation #2, and acceptance of

 recormmendation #3 contained in the Final Audit Report.

there have been two changes to the financial position of the DNCC.
First, an $800.00 check that was outstanding when the Final Audit
Report was issued has since cleared the bank. Second, the DNCC
made a payment of $25.00 on April 12, 1994, to the District of
Columbia for the DNCC’s annual corporate fee. Accordingly, the
repayment has been adjusted as follows:

1) Unspent Funds has been reduced fron $3,é72.29 to
$3,847.29.

2) State Dated Committee Checks has been reduced from
$8039.50 to $9.50.

If you have any further questions regarding this mnatter,
please call our office at (202) 863-7110.

Sincerely,

el i
e Ve -
// A / / e
//" e - - T T e
Jcserh E. Sandler
CNC General Ccunsel

Democranc Parey Headquarters © 430 South Caprtol Street. S.E. » Washington. D C. 20003 o 202 863.8000 o FAN: 202803~ ]
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Please note that since the issuance of the Final Audit Reﬁéft,vjv‘




