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T("MURs ™V in which civil-penaliies are-assessed. -Since the Commisston's decision to assess

present case. the thresholds were not clearty defined. Moreover, the thresholds are unusually low
when compared to other statistical applications. S¢¢ Deloitte & Touche Letter. Exhibit |
Under these circumstances, the Committee does not believe that the audit staff properly

extrapolated the sample deviations to the population as a whole.

Principles of fundamenial faimess and law do not allow for the use of statistical sampling
1n the manner used here by the audnt staff. Alleged violations should be based upon documented
admirustrative findings. not agency predicuion.

The assessment of repavment obligations due to alleged prohibited and excessive
coniributions. based sclely on a sampling technique misapplied by the Commission. would
violate the Administrative Procedure Act, 3 U.S.C. §§ 351-359(1982) ("APA"). Oftentimes. the

Commisston's audit findings are used as a basis for initiating formal Matters Under Review

repavment obligations through its use of this sampling technique is binding substantive law. the
Commission's methodology must be subjected to the notice and comment procedures of the
APA. The rationale behind APA procedures is 10 provide those affected by the change with an

opportunity to participate in the rule making process.” The statistical sampling technique used

: See Mclouth Sieel Products +. Thomas, 838 F.2d 1317, 1320 (D.C. Cir. 1988). Qhio
Dep'tof Human Services v. HHS. 862 F.2d 1228, 1233 (6th Cir. 1988). To comply with the
APA. an agency rulemaking requires publication of the proposed rule in the Federal Register. a
pubhc comment pericd. and publication of the final rule with a statement of basis and purpose.

See Qhig Dep't of Human Services v. HHS. 862 F.2d 1228, 1233 (6th Cir. 1988).

National Ass'n of Home Health Agencies v. Schweiker. 690 F.2d 932 (D.C. Cir. 1982). cert.
denied. 4539 U.S. 1205, 103 S. Ct. 1193, 75 L. Ed. 438 (1983).

A “rule making” is any "agency process for formulating. amending or repealing a rule.” 3
U.SC §351(5). The APA defines a rule as:

the whole or a part of an agency statemnent of general or particular
applicability and future effect designed to implement, interpret or
prescribe law or policy or descnibing the organization, procedure or
practice requirements of an agency and includes the approval or
prescription for the future of rates. wages, corporate or financial
structures or reorganizauons thereof. pnces. facilities, appliances,
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to calculate prohibited and excessive contributions s clearly a statemerg of applicability designed
to prescribe law or policy regarding valuations. costs. or accounting. The Commission's
explanation for imposing this audit policy was that it decided "to implement this approach 1o
save time and money for all concerned in the audit process without sacriﬁcing the essential
accuracy of the audit findings” FEC Regord. Vol 18.No 8. p 3. Aug. 1991 The
Commussion's explanaton. however. apparenily fails to recognize that sampling by its ven
nature 15 imperfect and capable of inaccurate results.

With regard to the present audit. the Commussion has used statistical sampling for
purposes for which it was never designed. S¢g¢ Exhibit 1. Because the Commission’s process has
never been exposed to public comment. and because those who will be regulated by the sampling
and subjected to its conclusions have never been able to make suggestions. errors such as those
made by the audit stat? here are more likely. {f the APA had been observed as required. itis

probable that the sampling process could have been more fairly designed. Since the Commuission

has attempted 1o make findings that could result in substantial monetary penalties absent the

notice and comment procedures of the APA. néne of the liability anributable to the statistical - -

sampling technique is a valid exercise of Commission authority.

. - onclusion--Actual Conributions [dentified in S

The Commission identified only two actual prohibited contributions through its
hyvpothetical sampling technique. These were a contribution by The Rea Company ($1.000) a;ad
Baubles & Beads Marketing Corp. ($250). Under the clear weight of the generally accepted
statistical sampling guidelines, as well as subsiantive law, the Committee should not be required

to make repayments of funds not shown by the Commission to have been actual prohibited

services or allowances therefor or of valuations, costs. or
accounting, or practices beaning on any of the foregoing.

S USC. §351(4). Specifically. the distnct court for the Distnct of Columbia has found that the
use of an accoummg methodology necessitates notice and comment under the APA. CI

Alvarado Parkway Institute, Inc, v. Mendez . 789 F. Supp. 1190. 1195 (D.D.C. 1992).

'
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contributions. Accordingly. the Committee accepts the recommendation to repay the amount of

$1.230. plus $1.764 in specific prohibited contributions. see p.2 sypra.. for a total o $3.014

The audit statt idenufied cenain contnbutions that apparently exceeded the individual
contnibution hmits  Based on these conclusions. the siaff requested confirmation that the
contributions were not excessive. or in the alternative. repayment of the contributions in the
amount of $33.909. Of this amount. $33.630 was based on specific contributions reviewed by
the audit staff and $18.279 was based on dollar unit sampling projections without any actual
evidence of violations m this amount.

The Commutntee obiects 1o the audnt staff using a sampling technique as the basis for
concluding that an additional $18.279 should be repaid. The Committee’s review of the
underiving records shows thai one contributor making two contributions totaling $1.150was -~ -
found to be a reimbursement and not an excessive contribution.  Moreover. Deloitte & Touche
Jetermined the sampling technique to be erroneous and not supportive of any repayment bevond
the actual unresolved contributions identified by the sampling. See Exhibit 1. Accordingly. of
the total recommended repayments associated with unresolved excessive contributions

($33.909). the Committee disputes any repayment of more than $36,480.

The Committee has reviewed in detail the hist of alleged excessive contributions. This
review shows that $150 of this amount were not excessive contnibutions (from Jim Crosby).
See Extubit 2 Consequently, only $35.480 1s subject to payment to the Treasury as unresolved

transactions.’

In the Intenm Report. the audit staff noted that the Committee had previously issued
refund checks totaling $7.340. which had apparently not been cashed by the contributors. and
requested confirmation that these checks had been negotiated. In addition, the audit staff
identified five other reattnbutions of excessive amounts (totaling $1,175), as well as two
additional refund checks (totaling $73). that were allegedly untimely and, therefore, unresolved.

3
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The Commission’s use of doliar unit sampling could tum up only one excessive
contnbution totaling $1.000. The Committee objects 1o this one error being extrapolated to the
population of contnbutions to armive at a tigure of $18.279  The Committee does not believe that
this samphing technique can be used to require any repavment of the predicted violations  Sge
Fxhibit 1. pp 2-3. supra. Accordingly. the Commirtee does not accept the repayment
recommendation insofar as it1s based on transactions not specifically identified as excessive
However, the sampling analyvsis did identufy $1.000 in excessive contributions that the
Committee is willing to repay.

Therefore. at this time. the Commuitiee would accept the repayment recommendation in

the amount of $36.48G.

T

7 The-Commission’s regulations provide that advances of cerain goods and services by

those aftiliated with the Committee are contnibutions subject to the maximum contribution limits.
unless these advances meet specified criteria. 11 C.F.R. § 116.5(b). The audit staff calculated
that five individuals made excessive contnbutions totaling $63.086, due to certain alleged
advances.

The Committee disputes the audit staff's finding that delayed reimbursements by the -
Commitnee of certain staff expenses resulted in imputed excessive contributions totaling $63.086
by the siaff members. The Committee believes the Regulations require a reclassification of no
more than $11,916.03 in excessive contributions due to staff advances.

According 1o the Intenm Report. the audit staff calculated a running balance of advances
made by each staff member. appiving Committee reymbursements against those expenses in

order of the earliest expense. To determine whether an excessive contribution due to an advance

These items remain outstanding. and therefore remain unresolved. However, these items require
no additional repayment by the Commuirtee since they are inciuded in the $35,480 discussed
above.
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had occurred. the audit staff took the largest 1o1al outstanding at any one time. and subtracted the
individual’s rematning contribution limit,

The Comminee has analvzed in detail the audit statf's computation ot these supposed
excess staff advances  Although the audit siatf's worksheets are somewhart unclear. it 1s apparent
that the audit staft has rfailed to tollow the apphicable reguiations in four hey respects First the
statt did not apphy the correct contnbunion limits since 1t did not allow each individual a St oun
limit to the candidate. 11 C F R § 110 1(b)( 1), and the $1.000 exemption tor unretmbursed irav el
expenses. |1 CF R §100.7(b)(R). Second. in making the threshold determination of whether the
Commuttee failed to reimburse transportation-related expenses within the allotted time period
{therebs tnggening a contribution subject to the excessive contribution limits). the audit statf
incorrectly calculated the outstanding period from the date the advance was incurred (i e.. the

date a credit card charge was made). rather than the date on which the charge was due from the

candidate (1 e.. the statement due date for the credit card). This contrasvenes the express

Wg[oxiégns of 11 C.F.R. § 116.3¢b)(2). Third. in calculating repavment ot credit card expenses.

the staff mistakenly used the shorter 30-day limit applicable to non-credit card charges—See 11-—— ———
C.F.R.§ 116.5(b)2). Fourth. once a staff advance reached the level of an excessive contribution.

that amount should have been treated like any other excessive contribution with the campaign

having sixty davs 1o reantribute. redesignate or refund the excessive portion of the contribution

See 11 C.F R §103.3(b)(3). As aresult. the audit staff mistakenly concluded that excessive

contnibutions had been made. The correct calculation of possible excessive contributions due 1o

staff advances is discussed below.

a. Regulatory Resinctions on Calculation of Possible Excessive
Contributions F "
Much of the total cited by the audit staff 1s. in fact, permussible under 2 US C § 42123
(a1 {51.000 individual contributor's limi), 11 C F R.§116.5(b) (advances not deemed
contribunionsy. and 11 C.F.R. § 100.7(b)(8) (exempuon for transportation expenses on
candidate’s behalf). and 11 C.F.R. § 103.3tb1i3) (60 davs 10 redesignate, reattribute or rejund

excessive contribution).
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Advances for an individual's transportation expenses or subsistence expenses incurred
while traveling on behalf of the candidate are not considered 1o be contributions if repaid by the
commuttee within specified ume limits. Sgg 1T CF.R. § 116.3b) 1)-(2). Under Secuon
116 3tbu 2y, such statf ads ances made by credit card must be repaid within 60 day s of the closing
Jate on the statement, stat? advances made by other means (¢ ¢ . cash or check) must be repaid
within 30 dayvs of the date the expense 1s incurred.

The Commuttee’s analysis of the advances listed by the audit staff as being excessive
contributions under the applicable statutes and Regulations shows that the audit s1at? reached

incorrect conclusions as to each of the purponted excessive staff advances. See, generalls
Exhibit 3.

o
-
»
[]

The statt concluded that the Candidate made excessive advances in the amount of

$8.885.38. While the staff correctly attributed the Candidate's charges to the correct statements.

- it did not follow the approach it said it had-adopted.in its Interim Repon because it did not apphy

each reimbursement to the oldest outstanding expense.” As a result. the audit staff miscalculated
the amount of staff advances subject 10 the limitation. The Commitee recalculated the
Candidate’s advances with this correction. A chart listing these is at Exhibit 3.

Second. the audit staff miscalculated the period within which reimbursement had to be
made before the advance would be deemed 10 be a contnbution. The audit staff assumed. -
incorrectly. that the expenses had to be reimbursed within 30 days. even though the vast majoris
were credit card charges. and therefore subject to reimbursement within 60 days. In addition. the
repayment deadlines were triggered by the statement’s closing dates, not the dates the charges
were incurred. Sge 11 C.F.R. § 116.3(b)2). In summary. the Candidate cannot be deemed 10
have made more than $4.614.98 in excessive contributions, and with the 60 dayvs provided by 11
C.F R $103.3tb)3) to refund excessive contributions. there were ne advances that became

unresolved excessive contributions.

<

The Commussion staff stated in the interim report that "payments made by the
Commuttee were applied against those that had been incurred the earliest.” See interim Repon.
p. 10.
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c. Advances -- Statf

Paul Erickson -- The audit statf concluded that Committee statf member Paul Enchson
made late-reimbursed travel advances resulting in an excessive contribution of $9.038.88 These
advances were not correctly calculated since many of his advances were treated as cash expenses.
instead of credit card charges  Sge Exhibit 3 Other adjustments must also be made to assess
correctly whether any excessive contnnbutions resulted  For instance. the audit staff failed 10 1ake
into account iwo reimbursements received by Mr Enckson. [d In addition, the audit stalt
mistakenly included four expense pavments as having been made to Mr. Erickson. As Exhibit 3
shows. Mr. Enickson did not provide advances that became contnbutions.

Richard Neff -- The audit staff identified advances to Mr. Neff of $370.96. However. the
amounts used by the andit staff included advances incurred and repaid to Mr. Neff within 15 to
21 davs. See Exhibit 3. They should not be included.

Janet Fallon -- The audit staff concluded that Janet Fallon's late-reimbursed advances

T resulted in‘excessive contributions ot $39:463.12. The audit staff’s underlving calculations are

flawed. The Committee has reviewed. in detail. all of Ms. Fallon's expense reimbursement
records. The audit staff did not correctly compute the time period for reimbursements. giving
only thirty days rather than sixty days from the date in which credit charges were incurred. The
Commitiee’s calculations at Exhibit 3 show excessive contributions of no more than $4.391.06
attributable to her advances. Once the staff advances reached the level of an excessive
contribution they should have been treated like any other excessive contribution -- the
Regulations permit the Committee to repay such amounts within a 60-day time period without
penalty. resulting in no excessive contributions. Sg¢ 11 C.F.R. §§103.3(bX3).

Kevin A, Ring -- The audit s1aff concluded that Mr. Ring had made advances resulting :n
excessive contributions of $6.944.38. As with other staff members. the audit staff reached this
result based on incorrect assumptions and a misreading of the Regulations. First. the audit staff
reated many of Mr. Ring's advances as having been made by cash. instead of by credit card.

Those credit card charges incorrectly treated as cash charges by the audit staff are listed at

Exhibit 3.
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Cenain other adjustments must also be made. Five reimbursements received by Mr. Ring
were ivnored by the audit staff. In addivon. three expense payments were attributed to Mr. Ring
which were never made by Mr. Ring (these are atiributable to reimbursement requests which
were not adequately supported. and theretore which were never paid). Exhibit 3.

When the advances are correctiy histed. computed against the applicable reimbursement
deadlines. and credit is given for those which are exempt under 11 C.F.R.§100.7(b)(8). M.
Ring cannot be deemed 1o have miade more than $2,809.99 in imputed excessive contributions,
S¢e Exhibit 3. Furthermore. including the 60 days provided by 11 C.F.R § 103 3(b}3). there

were no advances that became contributions.

d. Summary

The audit staff asserted that excessive contributions in the amount of $63.086 were

received by the Committee. In reaching this conclusion. the audit staff failed o follow its own

- Regulauons and the-analysis it-set forth in1s_Interim Report. When the calculations are

correctly made. no more than $11.906.03 is attnibutable to staff advances. And onc; the 76707da\s N

to refund excessive contributions permitted by 11 C.F.R. § 103.3(b)(3) is included. no excessive

contnbutions resulted.

c Possible Mi f Ei ial Activity (R {ation N

During the course of the audit, the Commission's audit staff brought 1o the attention of the
Committee certain minor inaccuracies in various disclosure reports for its state offices, including
statements of receipts, disbursements and cash on hand. and other similar matters. After the
audit exit conference, the Committee promptly corrected these entnies. On October 2, 1992 'the

Committee submitted a comprehensive report making these corrections.
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! Contnibutions by Candidate i Recommendanion No 3

The Commuttee strongls disagrees with the audit statTs opinion that a S10.000 loan and 2
$40.000 loan made by the Candidate to the Commuitee. and subszquentls repatd o the
Commuttee. should be characterized as a non-qualified campaign expense  These transacuons
were understood to be loans when made by the Candidate and accepted by the Commutiee  The
Commitiee is 0of aftempung retroactively to convert these gifisinto loans  The affidavits of
Angela M. Buchanan, ("A. Buchanan Aff ") Exhibit 4. and Scont Mackenzie (Mackenzie Al ™).
Exhibit 3. demonstrate that these funds were intended to be loans by the Candidate. and were
repaid as loans consistent with the understanding of the Candidate and Committee Chair reached

at the outset of the campaign. Although. the Commitiee inadvenently did not ininaily repon

these loans properly. its reperting ¢rrors do not support the audit staff's opinion that the funds

_should not have been repaid. In response to the audit's saff's recommendation. the Committee is

prov iding additional material documenting that the transactions were loans at the time they were

made. explaining the misreporting of the loans (including the notation on the first check and the
report descriptions). and. finally. confirming the prior Treasurer's mistaken understanding of the
nature of these transactions.

Given the facts as established by this documentation (as opposed to the audit stafT's
conjecture). the Commission’s applicable rulings dictate that these transactions should be lrealr.:d
as joans. Because a Commintee's repayment of loans is a qualified campaign expense. there 1s no

basis for a pro-rata repayment.
a. Eactua] Background of [oans

The facts are clear and unconiroverted The Candidate made two loans to the Committee.
a $10.000 1oan on November 23, 1991, and a $40.000 loan on December 4. 1991 A, Buchanan
Aff. €3 At the ume these funds were paid o the Commuttee. both the Candidate and the
Campaign Chair. acting for the Commutiee. agreed that these funds were 10 be loans. A.

Buchanan Aff.. €7 2.3 Prior to accepuing and making these loans. Ms. Buchanan had specitic
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consversations with the Candidate in which they discussed the basis on which the Candidate
would start the financing of his campaign. {d. They agreed that any funds he pros ided would
constitute loans. and would be repard by the Commitiee. it the Committee had the funds o do
so. |4 The agreement did not change over the course of the campaign. From the time the funds
were ttialiy transterred unul they were repaid. both the Candidate and the Campaien Chair
aiwavs understood that the transactions were loans to be repaid by the Communiee Seg A
Buchanan A, 6.

Shortly after these discussions. the Treasurer received the first check  Mackhenzie Afr ¢
> The Candidate dehivered the funds. in the form of a check. directly o the Treasurer [d The
Treasurer had not pariicipated in the conversations between the Candidate and Campaign Chair
retlecting the agreement that the funds would be a loan. [d. He had no personal knowiedge of
the particular basis on which the Candidate was transferming the funds o the Commitee. onhy
that the Candidate was providing meney to get the Campaign started. [d,

The Candidate’s placing the notation "First Contribution™ on the November 23 check

came just after the Campaign Chiair explained that-his loans would be subject to_the $30.000 limu

on what a candidate could contribute to his campaign. A. Buchanan Aff.. 2. The Treasurer
deposited the funds in the ordinary course of the Campaign’s business. The Treasurer never had
a conversation with the Campaign Chair or the Candidate about the nature of the funds.
Mackenzie AT, € 2. The Treasurer assumed incorrectly (in pan because of the notation on the
check) that the Candidate’s check should be ireated as a gift rather than a loan. Mackenzie A n ‘
3. Thus. when the Treasurer completed the required reports. he listed the loan as a
"Contribution” under Line 17(d). rather than a "Loan Received From or Guaranteed By
Candidate” under Line 19(a). S¢eid. The Campaign Chair never checked the reports to
Jdiscover the eror A Buchanan Aff., € 4 The Treasurer was inadvertently never told at the
ume of the arrangement that these funds constituted a Candidate loan. A. Buchanan Aff€ 4.
Mackenzie Aff % 3.

Although the Campaign Chair was directly involved in the onginal loan transactions. she
did not learn unul later that the loan had been incorrectly reported. A. Buchanan Aff. €€ 4 3

When she did learn of this fact. she requested that the Treasurer amend any reports that

1]
—
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mischaracterized the loan. A. Buchanan Aff.. € 3. The Treasurer corrected the mistake by
submitting an amended report on October 3. 1992, Mackenzie Aff.. € 4.

The Candidate and the Campaign Chair had agreed prior to the first transaction that the
funds to be supplied would constitute loans. A Buchanan Aff., €€ 2. 3. There was pgrgr any
retroactive deciston made to repay a donaton or gift [d, A Buchanan Aft.. 76 The tunds
loaned were repaid during the campargn  Although the Commuttee’s repons incorrectly reported
the toan as a contribution. the reporting mistake was corrected. Because the transactions were

understood prior to their commencement to be loans. they constituted a proper campaign

obligatien, and the expense of repavment constitutes a qualified campaign expenditure.
b Legal Analyvsis

Nothing in the Commission’s Reguiauans or Advisory Opinions suggests a different

result. The Commission's Regulations specifically permit the repayment to a candidate of loans

_. .made to __t_he,,gaﬁmpgj_g_nrcrormqi_ttge7frrorfxr the candidate’s personal funds. 11 CFR. §113.2(d). In

FEC Advisory Opinion ("AQ") 1977-38. Fed. Election Cami)‘ -FinTGuic-i_e (CCH)pma_Slg;_ -
{1978). referenced in the Interim Report. the Commission ruled that "transfers” of a candidate’s
personal funds could not be redesignated as "loans™ afier the commitiee had wound up its
actiyities. The Commission noted that the Commirtee bad wound up its activities following a
general election and satisfied all of its debts and obligations before the redesignation. [t ruled -
that any contributions received or disbursements made after that point were. by definition. for the
next election cycle. "{O]nce a candidate’s principal campaign committee has properly wound up
its activities following a general election. and satisfied all of its debts and obligations. it no
longer has the capacity to receive contnbutions or make expenditures with respect to the past
election.” |d, at 10.235. With the end of al} activity for the election. the Commission found that
the commirtee could not remoactively redesignate funds as a loan subject to repayment by the
Commuttee. [d.

The Commission applied similar reasoning more recentiy in FEC AO 1991-9, Fed. Elec.
Campaign Fin Guide (CCH) para. 6016 (1991) In that martter, a candidate sought to have his

campaign commitiee pay him interest on a loan he made to the campaign after the loan had

-4 -
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already been repaid. The Commission refused to approve this refroactive change to the
agreement between the candidate and his commitiee. Because the loan had been non-interest
beanng at the time it was made and repaid. the candidate could not later change it into an
interest-beanng obligation.

Nether of these Advisory Opimons contlict with the Commirnee's repay ment in this case
Tre Commutice had a foruon not wound up its actisittes from the 1992 election ¢vcle when the
loan was repatd on August 12, 1992 At the time the repayment took place. the campaign was
sull active and receiving contnbutions. Moreover, 1t was the campaign's intent from the date
these checks were written that they would be considered loans. This case is pgt like those
addressed in the Commission’'s Advisorv Opinions where the terms on which the money was
received were retroactivelv changed long after the campaign had concluded. The Commitiee’s
decision to repay Mr Buchanan only treated the transaction as it was originally intended.

Conseguently. there 1s no basis 1or treating the repayment as an unqualified campaign expense.

1y

The audit s1aff concluded that $8.643 in inadvenent reimbursements to a staff member.
Janet Fallon. represented non-qualified campaign expenditures. It requested additional
information. or. in the alternative. recommended a pro-rata repayment of $2.959. Prior to the
issuance of the Interim Report. the Committee had reviewed the situation and made a .
determination that it would not seek to recover these sums from the staff member. The report of
the Comminee’s independent accounting firm. Deloitte & Touche, confirms that the Committee's
handling of these reimbursements was fully consistent with standard business practices. Exhibit
7 Accordingly. no repayment finding 1s jusufied.

Ms. Falion, head of the Commitiee’s scheduling operations. submitted various expense
reimbursement requests as she incurred campaign-related expenses. These reimbursement
requests were reviewed for accuracy prior 10 payment. However, centain expenses were
apparenthy submitted improperly by Ms. Fallon. The Commuitiee's reviewing staff inadvertently

failed 1o caich these errors at the ume.
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"[costs assogiated with the termination of political agtinity. 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. including office space rental. staff salanes. and otfice supphes ..~
11 C.FR §9034 Haw3)i) (emphasis added). Thus. "a candidate may receive and use matching

funds for these purposes” after the date of inehmibihy g,

a SCUSSION O N 3 154 S

Of the $73.307 which the audit saff treated as unqualified fundraising expenses. the
Commuttee's detailed review shows that these expenses either (1) were not related to fundraising.
or (211f. related to fundraising. were incurred during a period when the Commuttee was cleariy
authorized 1o raise funds due to its deficit position -- even by the audit staff's flawed analvsis.
These charges are discussed in Exhibit 8. Accordingly. none of these charges should be

disallowed

The audit statf lumped 10gether certain charges totaling $36.586. concluding that these
were non-qualified. As set forth below. there was no basis for this determination. Many of these
expenditures were. in fact. previously reimbursed to the Commitiee. For instance. the charges
for American Computer Rental (52.385.80). Mead Data Central ($8.396.91), and photocopyirig
expenses ($798.38), were all reimbursed 1o the Committee by third parties. Because the
Committee did not incur any net expenditure with respect to these charges. there is no basis for
disallowing these expenses. See Exhibit 9.

Another portion of this challenged amount ($17.500) consists of bonuses paid to
campaign staff. These bonuses were paid to valued officers of the Comminee for work thev
performed. The three top officers (the Campaign Chairman, Treasurer and Political Director) did
not authorize bonuses to themselves. A Buchanan Aff.. € 7. Prior to paving the bonuses. the
Commintee checked with the audit staff and was told that the Commission had routinely
approved bonuses paid to campaign staff for work performed. even when such bonuses were paid
during the wind-down period. Mackenzie Aff.. €7 The audit staff did not inform the Commitiee

-17-
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that it was under any restrictions concerming the payment of such bonuses. [d, Consequentiy,
these bonuses should not now be disaliowed as nonqualified campaign expenses.

The audit statf would disallow certain computer-related expenditures. including updated
computer software and printers. This amount totals $2.792. Ag set torth in Exhibit 9. this
amount consists of 31,302 93 1n sofiware for Special Ssstems. [nc . payments to Computer
Consultants {3773 00y, and two charges ttom Amernican Computer Rental (S579.40 and

334405 1d The American Computer Rental charges were reimbursed to the Committee: thes
were included in the foregoing discussion. The Commitiee would accept the repay ment of the
$775.00 charge to Computer Consultants. The charges for Special Systems Software, Inc.
upgrades are ¢learly qualified campaign expenditures. as discussed below.

This computer software was obtained by the Committee because. in the exercise of its
officers judgment. such software would improve the efficiency of the Commitiee and the

operation of its current equipment. [n the expenience of the Committee. the wind-down phase of

a campaign often lasts vears afier the election. and maintaining accurate computer records. as

well as the software and éduiprﬁeni necessary to use such records; is vital ~ In similar situations- -
it has been seen that out-of-date software can lead to loss of data and inability to access necessan
matenials during the wind-down phase. The audit staff has no grounds to second-guess these
proper business decisions by the Committee. See Exhibit 9

The audit statT's report would disallow various costs relating to a separaie entity. totaling
$7.908 These costs. and the balance of the costs noted in the Interim Repont. are Speciﬁca!!_\"
addressed. in detail. in Exhibit 9. The Committee's costs were all fullv qualified, with the

exception of $2.072.80. Consequently, the Committee would only accept a pro-rata payment for

the Treasurv based on that amount.

E. ' hY i on N

The audit staff has recommended that the Committee be required to repay $572.269.
representing all of the matching funds that the Commitiee received afier November 3, 1992.
The audit s1aff's recommendation rests on its conclusion that the Committee was not in a deficit

position after November 3. 1992, and consequentiy. was not eligible for matching fund

- 18-
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pavments. The audit staff's conclusion should be rejected for several reasons. First. 1t 1s wrong
The Committee was in deficit positon on November 3. 1992 and the audit staff's proposed
adjustments are inaccurate. Second. the audit statt's retroacun e redesignation 1s a fundamentaliy
flawed methodotoey that. according o Delowtte & Touche. violates generally accepted

accounting principles

1 The Commutee Was g a Deficit Position and
udit Statff's Proposed Adiustments to the NOCQ
Statements Have No Basis,
The audit s1atf's conclusion that the Commitiee was not in a deficit position on November
3. 1992, contradicts the Committee’s contemporaneous estimates for winding-down expenses
sybmitied with each ofthe Comminee's matching fund requests. But the audit s1aff fails o
challenge any of these estimates with any evidence that the correctness of the Commiriee’s

estimates were {lawed at the time they were made. Rather. the repayment amount appears 1o rest

~ solelv on the audit staff's unjustifred-application of the Committee’s March 1993 estimaie of

winding-down expenses to November 3. 1992, Since the Committee’s estimates of wind-down
expenses are accurate and uncontreverted by anv evidence in the audit staff's report. the
Commitiee was in a deficit position.

The Committee complied fully with the Commuission’s Regulations on receiving
matching tunds during the wind-down process. 11 C.F.R. §§ 9034.5(a). 9034.5(H(1). 9034 111y
Shortly after the Candidate formally withdrew from the Campaign. the Committee made a
thorough review of its assets, debts and other obligations. The review, made by individuals
experienced in presidential campaigns and their wind-down phase. showed a substantial deficit
in light of this deficit. the Commitiee sought matching funds in order o help defray the expenses
following the date of ineligibility. The Commintee submitted 1ts applications for matching tunds
and accompanying NOCO statement frem September 1. 1992 through December 1992, Each
was approved by the Commission  In addition. the Treasurer certified to the Commission the
accuracy of each of the statements.

The Commission received and reviewed each Net Outstanding Campaign Obligations
{"NOCO"Y statement. and each detailed budeet upon which such statements were based. The

.19 - _
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Commission had every opportunity to question the submissions. to request additional
information. 1o challenge the NOCO statements. or to reduce the amount of funds matched
during the period. The Commussion found no need to do so. because each of the submissions tor
matching funds was made in good faith. was fully substantiated. and conformed to all of the legal
requirements set {orth in the Commussion’s Regulations  Accordingly. the Commussion duls
approtved each request through December 1992

The Committee reiied on these approvals in conducting its business The audit stafT now
rakes the position. more than a year later. that the matching funds should never have been
granted. lts sole rationale is based on undocumented. unilateral retroactive revisions of the
previously-approved NOCO statements and budgets. The audit staff's calculations of the
Committee’s obligations are incorrect. and there is no basis for the repayment recommendations.

Thus. none of these elements should be deleted from the NOCO statement because cach

represents a true obligation. The Committee was in a deficit position on November 3. 1992

[ ]

The Committee's estimates of winding down expenses submitted with its requests for
matching funds showed it to be 1n a deficit position at the time these requests were made. Since
the audit statf has presented no basis for challenging these estimates, there is no basis for ans
repavment recommendation. In a fitting irony. even the audit staff acknowledges that its own
conclusions would be subject to adjustment based on actual expenience (i.e. "additional field
work” on "future financial activity™). Seg Intennm Report at 18, n. d. in addition. the reality
proves the accuracy of the Commiriee’'s NOCO statements since it remained in a deficit position
as of December 31, 1993.

The audit staff further admitted in 1ts report that 1t had "reviewed the Commitiee’s

financial activity though March 31, 1993" and had "analvzed winding down costs"” in order to
"prepare the NOCO Statement as of August 20, 1992." {emphasis added). Ssg¢ Interim Repon

page 16. Indeed. the very title of the audit staff's statement demonstrates its inconsistent

approach: “Statement of [NOCO] as of August 20. 1992 (determined a; March 31, 1993)." The

.30
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audit staff provides no justification for its retroactin e revision of the very NOCO statements and
budgets that the Commission had previously approved. and none exists.

The audit statfs methodology in preparing the revised NOCO statements is inconsystent
with generally accepted accounung principles. Deloitte & Touche Opinion Lenter. at Exhibi 12
In s tetter. Deloitte & Touche notes "IGlenerally accepted accounting principies state that
estimates are prepared by management based on information known at the time of preparation
Revisions o such information are prepared on an ongoing basis as new or additional information
is obtained  Adjustments o amounis recorded based on the estimales are current period
adjustments and do pot entail restaing amounts reporied 1n priog penods.” (emphasis added:.
Delointe & Touche Opinion Letter. at Extubit 12 [n other words. under generally accepted
accounting principles. subsequent changes to the financial status or assumptions of a Commitiee
cannoi result m retroactive changes to prior statements. Id. Thus. the audit staff's attempt to

change retroaciivels the financial status of the Commitiee on November Z by reliance on

subsequent events or the March 3 revised estimate of winding down expenses is totally flaned.

1d. Since no factual basis for challenging the Committée’s estimates of winding=down costs - - -

exists, the audit staff's recommendations should be rejected by the Commission.
F Press Billings (Recommendauon No. 9)

The audit staff concluded that various media organizations over-reimbursed the
Commirtee by $6. 283 for travel advances made by the Comminee. The audit staff also asserts
that the Commitiee collected $4.632 in excess of the 103% limit on campaign reimbursement of
press expenses. The audit staff claims the latter amount must be refunded to the Treasury. unless

the Comminee specifically documents overhead and adminisirative expenses in this amount.

L Inadvenent Overbillings

The audit staff noted that the Commitiee orverbilled centain costs relaung to feming
charges. The Committee has reviewed in detail 1ts records relaung to these costs. The audit statt
appears to be correct, in that the Commitiee inadvertently double billed cenain portions of travel
expenses This figure totals approximately $ 6.258

.20
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However, in the course of reviewing the expenses incurred in this area. the Committee
has determined that it ircurred other expenses on behalf of the press. for which it inadvertently
sought no reimbursement. These amounts total $ §.426. These amounts should have been
reimbursed by the press. but were not. They offset the figure above. The net figure s actualls a

deficit owed to the Committee of S2.188. A schedule of these offsetting press billings 1s anached
at Exhibit 12

The audut staff concluded that the Commuttee received as reimbursement from the press
more than 103% of 1ts travel costs incurred on behalf of the press. The audit statf asserted that
this figure (approximately $2.637) relates to administrative or overhead charges incurred in
administering the press travel arrangements, and that this amount must be repaid to the Treasun

unless the Commitee can produce. through affidavits. timesheets, or otherwise. specific back-up

documentation of this amount as overhead charges.

~ The audit staff's position on this issué is incotrect. - The Committee complied with-the-—— -
Commission's regulations and has already provided specific documentary back-up to the
Commission. There is neither a factual nor a legal basis upon which 1o base any repayment

recommendation.

a. j v i !
. o \miniswasive C}
In response to the prior suggestions of the audit staff, the Comminee has reviewed and
documented a list of the administrative charges incurred tn connection with the press billings.
Exhibit 1= demonstrates that the Commitiee had $23.360 in actual administrative costs related to

the press billing operation. These costs (5 23.360) exceed the $4,632 repavment figure.

Therefore. the Commirttee has satsfied the requisite documentation.
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b, The C . c lied With the Regulaii

The Regulations expressty permit campaigns to recover from the press overhead and
administrative charges associated with press travel arrangements. "The total amount of
reimbursements received from a media representative under this section shall not exceed the
actual pro rata cost of the transportation and services made available to that media representative
bv more than 10%." 11 C.F.R. § 9034 6(by Moreover. “The campaign may bill media

representatives up 10 | 10% of the pro rata cost {of providing the travel services} ” See Financial

Einancing (Jan. 1992) at page 34. Obviously. if no reimbursement for administrative overhead
were permitted. the regulatory limit for retmbursement would be 100%. not 110%.

Section 9054.6(d)( 1) makes clear that this 10% mayv include reimbursement for
associated administrative overhead and charges. The Commission's cost and compliance

administrative manual is in agreement: "The adminisirative cost aliowance does not allow the

committee to bill media travélers, or receive reimbursements of more than 110% of actual.. .

transportation and ground costs incurred.” Seg Financial Control and Compliance Manual for
Presidential Pomary Candidates Receiving Public Financing (Jan. 1992) at p. 53 (emphasis
added).

The 10% allowance for administrative costs is authorized by the Regulations as the
presumed expense of handling press travel arrangements. The Regulations fix recovery of suc.-h
costs at an absolute cap of 10%. regardless of whether actual administrative costs are higher or
lower. In effect, they establish a regulatory presumption that this level of associated
administrative costs may be recovered.

The audit staff incorrectly based its conclusions on regulatory provisions that address a
totally different subject—the amount of expenditures subject to the overall expenditure limits.
Thus, 11 CF.R. § 9034.6(dX 1) reli=d upon by the audit staff, states:

The Committee may also deduct from the overall expenditure
limisation an additional amount of reimbursements received equal

1o 3% of the actual cost of transportation and services provided

under this section 2s the administrative ¢ost10 the Committee of
providing such services and seeking reimbursement for them.

-23.
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(Emphasis added). The issue here does not concern the Committee’s overall expenditure
limitations. meaning the 3% figure cited by the audit staff is irrelevant. Rather, the issue here
concems only the Committee’s press billings and reimbursements. which may include the actuai
costs plus the 10% permitted for recovery of administrative costs. The Committee is in
compliance with 11 C.F.R. § 9054.6(b). The audit staff cannot reverse the fixed regulatory
presumption of 10% in admunistrative costs by imposing additional requirements or by
disallowing all such costs unless additional back-up is provided. Thus, no repayment to the

Treasury is necessary or appropnate.

GC. a g { a n

At the audit exit conference, the audit staff requested thai the Commifttee reissue certain
refund checks. totaling $611. that had not yet been cashed. The Committee did so.

The Report requests payment to the Treasury of any amounts not cashed. Of these

recommendation to repay this amount to the Treasury.

H.  Other Mauers

The Commirtee stands ready to submit such additional information concemning any of the
foregoing matiers as the Commission or its audit staff may request.

None of the Committee's stated acceptances of any of the recommendation's contained in
the Interim Report are intended as, or may be construed as, an admission that the Comminee has
not complied with any applicable laws, regulations, or other controlling guidelines. The
Committee fully reserves all of its rights with respect to any subsequent proceedings, including

any enforcement proceedings that may be initiated by the Commission.*

The United States Court of Appeals for the District of Columbia Circuit has recently
ruled that the Commission's statutory charter. and consequently its underlying authority, is
constitutionally defective. See Federal Election Commission v. NRA Political Victory Fund,
6 F.3d 821 (D.C. Cir. 1993). Therefore, further proceedings by the Commission against the
Committee lack any authority and are void.

[
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v, : ;SION

The Committee has provided a detailed response to each of the matters raised in the
Interim Report. The Committee’s analysis is fully supported by the factual affidavits of its
officers. the presentation of detailed back-up information. and the expert opinions of centified

accountants. Accordingly. the Commintee respectfully submits that each of the conclusions

noted above should be adopted by the Commission.

Respectfully Submitted,

j o <L, gﬁmﬂ;g;? / pA

effre¢ A. Robinson 'v’T J’rB njamin L. G|
Law Office of Jeffrev A. Robinson

John C. 7\riamn ,
—2010 Main StreetSuite 400 7 Parton Boggs & Blo«\/
Irvine CA 92714-7204 2550 M Street. NW
(714)752-7007 Washington. D.C. 20036
(202)457-6000

March 28. 1994
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AFFIDAVIT OF ANGELA M. BUCHANAN

1. | served as the Campaign Chair of the Buchanan for President. Inc, (the
"Comumitttee"). from its inception through approximately March 1, 1993, Thereafier I assumed
the duties of Treasurer of the Comminee.

2 In November 1992 | discussed with the candidate. Patrick J. Buchanan. the need
for funds 1o begin the campaign for the presidency We specifically agreed that the funds he
planned 1o give would be loans to be repaid by the Commitiee. We also agreed that he would

provide the loans in stages as necessary for the campaign. [ also explained that his loans would

be subject 1o the overall $50,000 candidate contribution limit.

-

X The candidate provided two checks to the Committee: an initial check for

7 SIOOOO m ﬁovemﬁér 1992 and Va s;ﬁbseéﬁen{ ﬁhéék for 7347(7).0700 in December 1991. I-_always
understood these sums 10 be loans 1o the Committee.
4. I never actually saw the checks. Inadvertently. I did not inform Scott Mackenzie.
the Treasurer of the Committee, that the checks represented loans to the Commitiee. 1 was not
aware of the fact that the sums were initially listed as contributions on the Committee's reports 0
the Federal Election Commission.

5. Later. after | became aware of the fact that the sums from the candidate had
inadvertently been reported as contributions rather than as loans, 1 informed the Treasurer that

the sums were loans and should not be reported as contributions. Subsequently, the erroneous

repori was amended.
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6. The Committee and I always considered the sums provided in the two checks to

be loans. We never believed them 10 be donations. There was never any anempt to redesignate
retroactively the checks as ioans.

7 During 1992, the Committee paid bonuses totalling $17.500 to campaign staff.
None of the top three officers. the Campaign Chairman. the Treasurer. and the Political Director,

received bonuses. ! believed that the recipients of these bonuses had been very valuable to the

Coraminiee and that the bonuses were well-deserved.

\—}/"7

ANGELA M. BUCHANAN

o 7SUbSCﬁD€d 1o a_nd SWOm before me T.h!S zgth daV Of \’imh 1994 T

f‘;
- (/74'“4
T {Seai)
[
~ My Commission expires on W SC 1998,
2
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AFFIDAVIT OF SCOTT B. MACKENZIE '
1. { served as the Treasurer of Buchanan for President, Inc. (the "Commitiee”) from

its inception through approximately March 1. 1993, From March 1. 1993 to the present. | have
been engaged as a consultant to the Commintee to assist in financial matters and compliance with
election laws and related issues. I have assisted the Committee in preparing its response {o the

Federal Election Commission's Intenm Audit Report.

-~

Z. During late November 1991. I received a check for $10.000 direc:iv from the
candidate. Patrick J. Buchanan. Later. in December 1991, the Committee received 2 second
check for $40.000. [ did not discuss with the candidate or the Committee's Chair whether these

checks represented loans or gifts 1o the Comminee

3. I had no personal knowledge of the particular basis on which Mr. Buchanan was
transferring funds to the Commirttee. 1 oniv knew that Mr. Buchanan was providing money to get
the campaign started. 1 mistakenly assumed that the candidate intended to donate the sums to the
campaign and, consequently. I reported both checks as contributions rather than loans.

4. Later, 1 was told that the sums were intended as a loan. Consequently. [ submitted

an amended report correcting the reporting error.

No one at the Commitiee. at any time. ever 3aid or even suggested that the funds

were donated as opposed to having been loaned.

—
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7. During 1992, the Commintee paid bonuses totaling $17,500 to campaign staff.
None of the top three officers, the Campaign Chairman. the Treasurer, and the Poliucal Director
received bonuses. | conferred with members of the Federal Election Commission staff before the
Committee approved the bonuses and | understood from our conversations that this practice
would not violate appiicable regulations.

8 As Treasurer, | directly supervised the billing of press-related expenses. |
supervised four staff members. (Ms. Jamie Burke, Mr. David Merse, Ms. Amy Gates, Mr.
Charles Douglas). ! also worked closely with the Director of Scheduling. Janet Fallon.

(a).  Ms. Gates prepared invoices for press-billings based on information which |

provided for her; in addition, she performed related clencal and administrative duties

_inciuding typing manifests. Berween March 1992 and April 1992 approximately 73% of

her time was devoted to these administrative activities.

(b) Mr. Morse acted as liaison to Charnter Services, Inc.; he was also responsible to
coordinate credit card payments with Charter Services. Inc.. in addition, he was assigned
the task of collecting the outstanding press reimbursements during the period of July
through September 1992. Approximately 50% of his time was devoted to these
activities between February and March 1992; 15% in April 1992 and May 1992; 30% in
June 1992: and 83% from July -September 1992.

(©) Ms. Burke was my deputy. She worked on preparing and processing press
bilhings. Between September and Decemnber 1992 she attempted to collect pavments;

received. batched and processed pavments. and kept track of the payment status on each

to
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account. During this four month period, between 3-10% of her time was devoted to

press billings.

(d)  Mr. Douglas traveled on the tour plane during the month of March 1992. He was

responsible for obtaining and creaung flight manifests, obtaining billing addresses. and

confirming receipt of credit card payments. Durning this penod he spent approximately

100 % of his ume on these matiers

{e} janet Fallon was involved in the press-related aspects of scheduling from

February through June 1992, During this ume | spoke with her about press

reimbursements. Based on these discussions. | behieve that she spent approximately 30%%
~ of her timne on these maners in February and March 1992: 15 % in Apnil 1992: 10% in
Mav 1992: and 5% in June 1992, A schedule of these services together with the salary
- ST T T Costs associated with press acuvities is-attached as'an exiubit tothe Commintee’s™ - - T T
Response to the Interim Audit Report. See Exhibit{if). "Press Billing Administrative

Costs".

- Y,
>

o SCOTT B. MACKENZIE
Sistuih oF Glumbua @ sc Q <~

e
Subscribed 1o and swom before me this 28th day ol March, 1994,

\nfmfmc/ - \i/rmf/
e,

/
{Seal) My Commission tapires Soptember 14, 1665

My Commission expires on 199

Ly

ATTACEMENT 5

T,
Page _ 35 ot __5%




-~
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Buchanan for President

net Fallon's Expense Reimbursement

Summary
Check Check Overi{Under)
Code Date # Paid
A 031992 1523 $0.00
B 40292 1679 $635.60
C 05704/92 1888 $4.451.20
D 051492 2044 5254252
E 051292 2010 §558.86
F 0670392 2132 £924.09
G 061892 2255 700.58
H 0712482 2384 - ss97065 7 o

I 02729/52 2602 ($1.00)
J 10.28/92 2677 $0.00
K 11706792 2706 $0.00
Z 12731792 Not Submitted {8$5.856.9

Totals $10.325.39

1 5 03728194
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Buchanan for President

Janet Fallon's Expense Reimbursements
Detail

Page ! ATTACEMENT _ O

. Redobursed - - o ; Adusted
ransection < kel v SCheck ST - YR
Grand Plaza Hotel - Grand Rapids, M $673.3%9 A 372492 p3 $673.89
Valley Plaza - Midland, Ml $2.678.58 A 716/92  p.5 $2.676.58
Micro-Rensal - Soutbfield, Ml $385.24 A 3716792 p.1% $383.24

Totals | 87371 [ s
Sheratop - Windsor Locks, CT $435.17 B 4192 p.s $435.17
Hilton - Woodcliff Lake, NJ $540.51 B ria Not Amex $0.00
Fivie Time - Westwood, NI $59.80 B 3726/92 9 $59.30
av Valley Resort - Bay Valley. Ml $5058.79 B 3720792 p.s $505.79
1tz Carlton - Dearborn, Ml $9.713.5¢ B 3719792 p.5. Ad) - add: $5.00 59.7i8.5C
Totals | $11.354.86 | [ $10,719.26 |
73'_5:5@&}3:57}1]156 T e s o S23TS5 - € - o mva - Not Amex _ o $0.00
" pdham Mitwaukee Center 51,734.20 C 4/892 pSs $1.73420
v am Milwaukee Center 51.734.20 C nfa Doubie Billing $0.00
Four Seasons $935.17 C 478192  p.5 $936.17
Huliday Ioo - Green Bay, Wi $70.40 C 4/13/92 9.5, Adj - s/b $141.00 $141.00
Holiday lan - Highland Beh, FL §261.38 C va HNot Amex - R. Kimble $0.00
Svatt Regeacy - Milwaukee, W1 $676.73 C 473792 p.5, Double counted $44.05 $632.6%
Septury Plaza - Los Angeles, CA $1.196.44 C n/a HNot Amex $0.00
Sudget Rent-a-Car - Vienna, VA $212.14 c 411792 pa $212.14
 Fallon - E/R. 1272119} 34822 c 12721/92  Not Amex $48.22
i-Fallon - E/R, 172792 $10.00 C iz Duplicate Reimbursement $0.00
" Fallon - E/R, 1/18/92 $8.2 C oa  Duplicate Reimbursement $0.00
The Velvet Cloak Inn - Raleigh, NC $1,492.78 C 41192 95 $1,492.78
avis Rent-a-Car - Minnesou $906.29 C 41092 p.4 $905.29
Yinneapolis Coovention Center $2.355.86 C 479792  p.13 $2.355.35
Aotel *6° - Piscataway, NI $25032 o 41392 pSs $250.32
Totals l $15.160.86 | [ $3,709.66 |
Ltz Cariton - San Francisco, CA $765.00 D 578/92 p.6 $769.00
“oe Bunes - Tempe, AZ N D 5M14/92  p.6, Adj - &/ add: §5.46 $478.68
2tz Carlica - Mansa Dei Ray, CA S124196 D 58192 p.6 $1.241.96
esidence Inn - Raleigh, NC $4.580.80 D P2 pé $4.580.80
orth Raleigh Hilton, Raleigh, NC $545.34 D 5/4/92 p.b $545 34
.zbassey Suites - Greeasboro, NC $1,115.08 D 4730/82 p.b $1,115.08
=angle Rent-a-Car - Raleigh, NC 3620.00 D 51182 pd $620.00
4¢  lao - Goidsboro, NC S138.10 D 514/52 p.6 $138.10
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Buchanan for President
Janet Fallon's Expense Reimbursements

Detail
Davs inn - Salisbury, NC $320.21 D 5592  p.6 $320.21
Howard Joknsons - Statesville, NC $684.95 D 57292 p.b $684 95
Hiltoz - Lynchburg, VA $196.00 D 5713/92  p.6. Adj - Addiuog error $176.00
Radisson - Cincinnzat, OH 359236 D wa Not Amex $0.00
Radissoo - Charlone, NC $1.275.49 D 511592 p.é $1.275.49
Century Plara - Los Angeles, CA 5833.13 D 51892 p.6 $883.13
Cenrury Plaza - Los Angeles. CA 345296 D 526/92  p7d $452 96
Centurv Plaza - Los Angeles, CA $2335.42 D o/a Not Amex - Neff, Ring. Lohbeck $0.00
- Totals [ si6224.02 ] T si3.281.70
Hyan - Minneapois, MN $5.249.42 E 473/92  p.5. Adj - less: PIB charge 5558.87 $4.690.58
Ritz Cariton - San Francisco, CA $2.446.13 E 4/19/92  p.§ $2.446.13
_Century Plaza - Los Angeies, CA $620.00 E 424192 p.5 $620.00
Columbia Club - Iﬂdiu&;oﬁsf.’m’ ’ 7 TSTOseLES - - B - 4130192 - pl6--- S e oL 81.046.15
" idence lon - Ralesgh, NC $3.072.84 E 42092 p.5 .0 3
Hbhday loo - Redding, CA $209.00 E 42092 .5 $205.00
Twin Motor Lodge - Minoeapohis, MN $571.37 E 4710/92 p.5 $57137
Sheraton - Newport Beb. CA $762.87 E 41192 p.s $762.87
N Totals L__S13.977.30 | [ si.a884,
Four Seasons - Newport Beh. CA $635.42 F snRe/sy p.7 B $635.448
Ramada Ren - E. Bruaswick, NI $823.64 F 3892 p.7 $823.64
Rax Carlton - San Franaisco, CA $1,210.18 F 5492 7 $1,810.19
Sheraton - Hasbrouek Heghts, NJ $203.80 F 5192 p.d $303.20
Reverly Hiltoo - Los Aageles, CA $675.52 F 5092 pd $675.52
Holiday inn - Glendale, CA $249.3% F 5/18/92 p.7 $249 18
The Buttes - Tempe, AZ $857.49 F o/a Not Amex $0.00
Hiltoo - Ontano., CA $:1,081.27 F 521192 p7 $1.081.27
Rutz Cariton - Manna Del Ray, CA $2,647.36 F 519192 p.7, Adj - o/ add: $4.00 $2.65136
Hiltoo - Woodcliff Lake, NJ $555.98 F 5114192 p.6 $555.98
Golden Sails - Long Beb, CA 519658 F 52392 p? $196.58
Cellular Phone Rental $8.039.43 F 472892 p.13 $8.039.43
Marriont - Sap Diego. CA 51.110.37 F 31992 p7 $1.110.37
Four Stasons - Newport Beh, CA §774.14 F 51992 p.7 $774.14
Holidav lon - Green Bay, W1 $70.60 F s p-5. Adj on chk "C* $0.00
Totals | $19.731.19 | [ s18.307.10
. Mamot - Washiagton, DC $545.17 G 620/92 p.8 $54.

ATTACEMENT 2
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Buchanan for President
Janet Fallon's Expense Reimbursements

Detail

Trapcaction - “Amount .. - Check . | “Arnonst
Beveriv Hilton - Los Angeles, CA 5405.62 G 52092 p.7 $405.62
Federai Express $1,523.75 G 5/6/92  p.18-20 $1.523.75
Hyan - Phoemx, AZ $912.08 G 6/5/92  p.8 $912.08
Ritz Cariton - Manna Del Ray, CA $627.40 G 513092 .7 $627.40
Ritz Carlios - Manpa Del Ray, CA $1.799.67 G 530/92  p.§ $1.799.67
The Buttes - Tempe, AZ $470.56 G wa Not Amex - K. Rung's Amex $0.00
Radissop - Manhanen Beach, CA $717.85 G 5727192 p.7. Adj - less: er $10.25 $7077.60
Hoiiday lan - Saa Dhego, CA 318901 G 5729192 2.7 3185.01
Marmott - Salt Lake Cary, UT 354929 G- 572992  p.7. Adj - less: §150.00 £399.29
Rstz Cartton - San Francisco, CA 31.797.62 G 63192 p.8 $1,797.62
Le-Mernidren - Newport Beh, CA $673.00 G 5731192 p.8 $673.00
Holidav Ion - Maachesier, NH $930.07 G 6/8/92  p.E, Adj - less: $69.78 $360.29
Tellular Phope Restal $4.153.06 G 6/8/92  p.i4 $4.153.07

. Totals . L S15294.45] [ sia.593.57 ]
Zer " Express $334.50 H 502592  p.20-21.3) $334.50
Zehi..y Plaza - Los Angeles, CA $202.77 H wa  Not Amex $0.00
Zentury Plaza - Los Angeies, CA $255.95 H n/a Not Amex $0.00
Audio Visual - Rancho Dominguez, CA $216.50 H 6/5/92 p.i4 $216.50
2t Seasons - Newport Beh, CA $9.48 H 6/5/92  p.% $9.48
2w Carlton - Manna Del Ray. CA s710.2 H n/a p.B. Debit & Credit = $0.00 $0.00
- amrada - E. Brunswick, N] $45.74 H sr2emz  p.7 R $45.74
ellular Phone Renul $1.539.44 H o/a p. 14, Duplicate Billing (see “17) $0.00
Zellular Phooe Renzal $681.18 H na  p.14, Duplicate Billing (see *I%) $0.00
ZeHuiar Phone Rental $97.20 H w/a Not Amex $0.00
Zellular Phone Reotal $658.58 H o/a p. 14, Duplicate Billing (see *I™) $0.00
Zeliular Phope Rental $48.60 H /s p.14, Duplicate Billing (see "I%) $0.00
Celtular Phone Reotal $48.60 H n/a p. 14, Duplicate Billing (see *1%) $0.00
“elluiar Poone Rental $48.60 H n/a p. 14, Duplicate Billing (see *1%) $0.00
“eilular Phope Rentai $48.60 H v/a p-14, Adj - Invoice has Zero Balapce $0.00
zilular Phone Rental $1.630.4] H n/a p.14, Adj - Invoice has Zero Balance $0.00
‘elluiar Phone Rental $743.79 H 71692 p.l4é $743.79
Touls L $7.320.66 | i $1350.01]
ony s Restaurant - Houston., TX $313.58 i E/18/92 p.12 $813.58
obby Asrport Hilton - Houston, TX 30.00 I n/a p.8, p.9, Debit & Credit = $0.00 $0.00
tobileComm - Ridgeland, MS $1.093.50 1 815/52  pl21 $1,093.50
reanas’s Rest. - Houston, TX $585.00 1 ReT p.i2 $585.00
.r S#asons - Houston, TX $83.10 1 8/19/92 p.% $83.10
Page 3 ATTACHMENT 5
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Buchanan for President

Janet Fallon's Expense Reimbursements

Detail

3lants for Accen! - Mary Summa $68.25 1 £726/92  p.l15 $58.28
Armando's Rest. - Houston, TX $320.0i 1 8719792  p.12. Adj - add: $0.92 $320.93
Celiular Phooe Reatal $1.630.41 i 71692 p.l4 $1.630.41
Celjular Phooe Rental $1,539.44 1 71692 p.i4 $1.535. 44
Cellular Phone Rental £48.60 I 71692 p.i4 $48.60
Celluisr Phooe Rental 5681.18 1 716192 p.14 $681.18
Cellular Phone Renta! $658.58 f 716/92 p.ld $658.58
American Aurlines - Bay Buchagan $175.06 i 8/13/92 p.é $175.00
Pappadeauex Rest. - Houston, TX $138.00 I 8/16/92 .12 $138.08
Hyant Regency - Houston, TX $897.00 i 8/18/92 pd $897.00
Hyan Regency - Houswp, TX $897.00 I 8/18/92 p.8 $897.00
Hyan Regency - Houston, TX $832.60 i 3/18/92 p.3 $232.60
Hyatt Regency - Houswo, TX 3897.00 I &/18/92 .8 $857.00
#iyan Regency - Houston. TX $3.466.95 1 L1892 p.9 $3.466 .95
““tHotel Concord - Houston, TX - _ ... 832543 1 BIM2 o8 $325.43
7 Cariton - Houston, TX $1.380.00 I 892 ps T - S $1,3800 —
Cariton - Houston, TX $276.00 1 8/6/92 p.8 $2h
Twins Motor lan - St. Paul, MN 35235 1 Ui p.B $52.35
Totals $16.858.98 | $16.859.98 |
.‘,\fanon - E/R. MCT calis $90.98 1 v/a Not Amex $90.93
Zelluiar Poone Reptal 34721 ] 10/1/92  p.15 $47.21
TFallos - E/R. Travel $30.00 I 8/17/92  Not Amex $30.00
Hobby Airport Hiltoo. Houstoo, TX 3211.93 ] 824791  p.9, as 3285.07 $211.93
Zelular Phone Reswl $1.813.40 1 9122/92  p.15 $1.813.40
i Toeals $2.193.52 | $2.193.52 ]
~obby Azrport Hiltoo, Houston, TX $511.00 K 102792 p.9 $511.00
Hobby aAsrport Hilton, Houston, TX ($151.48) K 1872792 p.9 ($151.48)
Totals $359.52 | $359.52 |
vatiopal Car Renual - Minneapolis, MN $0.00 z 11352 pé $1.122.99
Znterpnse Rent-a-Car $6.00 Z 11114/92 p.23 $108.95
Zoterpnse Rent-a-Car 30.00 Z Y92 .23 $217.5%
‘nterpnse Rent-a-Car $0.00 Z 112552 .3 ($65.37)
ivan - Minneapolis, MN $0.00 Z 4N p.s $184.20
“~lugmbiz Clud - Indianapolis, IN $0.00 FAR 511392 p.6 894
sissoo inp - Florence, KY $0.06 Z 5n492  pé $592
Page 4 ATTACEMENT 5
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Buchanan for President

Janet Fallon's Expense Reimbursements
Detail

i v, oPestmg s a0
- Check - Dete Notes

eI : o cAdmsted

Cennuiry Plaza - Los Angeles, CA $0.00
Ceatury Plaza - Los Angeies. CA $0.00
Howard johnsons - Salt Lake, UT $0.00
Ceilyiar Phope Rental 30.00

5292 p.7 S1.014.82
530/92 p.8 $2.557.13
61192 p.8 $50.00
692 p.i4 {5155.03)

BN

Totals 1 $0.00 | { $5.856.91 |

Ravan

v
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Deloitte &
Touche

1800 M Street NW Telepnone 2021 955-4000
A Washigton, DC 20036-3564  Facsimide (2021 955.47294

March 28, 1994

Mr John C. Martin
Patton, Boggs & Blow
2550 M Street, N'W.
Washington, D.C. 20037

Mr. Jeffrey A. Robinson

Counsel to Buchanan for President, Inc.
2010 Main Street, Suite 400

Irvine, Califorma 92714

/|

Dear Sirs:

" We have been-engaged to-report-on the appropriate application of generally accepted

o issued 1o the Buchanan for President, Inc. (the Committee) for assistance in evaluating
—_— accounting principles for the described specific transaction. Our engagement has been
_ conducted in accordance with standards established by the American Institute of Certified
e Public Accountants.

™~

Description of Transaction:

e Centain reimbursement payments were made to Janet Fallon and classified as various

expenses. Subsequently it was determined that she was over reimbursed. The
~ Committee's reviewing staff inadvertently failed to catch these emors at the time
reimbursements were made. The Committee considered various options in handling this
matter and concluded that the amounts should be treated as additional compensation. The
Commitiee reclassified these payments as compensation to Janet Fallon.

Appropriate Accounting Principles:

Statement of Financial Accounting Concepts No S "Recognition and Measurement in
Financial Statements of Business Enterprises” indicates recognition of expense and loss is
intended to recognize consumption of economic benefits or occurrence or discovery of
loss of future benefits during a period.

Deloitte Touche

accounting principles to the specific transaction described below. This report is being

International ARTACHIEYT
— Page ?[l R S



Mr. John C. Martin

Mr, Jeffrey A. Robinson
March 28, 1994

Page 2

The ultimate responsibility for the appropriate application of generally accepted
accounting principles for an actual transaction rests with the preparers (the Committee) of
financial statements. Our judgment on the appropriate application of generally accepted
accounting principles for the described specific transaction is based solely on the facts
provided to us as described above, should these facts and circumstances differ, our
conclusion may change.

Conclusion:
The Committee's recognition of the Fallon payment as an expense is consistent with

Concept Statement 5. The Committee's choice to classify the expense as compensation is
an acceptable choice considering the various options availabie to the Committee.

Yours truly,

Qelo K, ¥ lowed,

™~ bz _pbisl

Deloitte &

— Touche
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SEQ | ACCT
[ OFR
2 OPR
3 OPR
4 OPR
5 OPR
6 OPR
7 OPR
8 OPR
9 OPR
12 OPR
13 OPR
14 OPR
5 OPR
16 OPK
07 OPR
8 oPR
19 OPR
25 OPR
26 OPR
27 OPR
28 OPR
29 OPR
31 oPR

" QCE.FRX.WK4

Buchanaa for I"rcsitlcni y
FEEC Listing of Non Qualified Campaign Expenses

Fundraising I',ixpenscs

CK # (ncuried DALE PAYLL | AMOUNT _ DESCRIPTION
2687  priorto 1 113/92 1170392 Newark Video ‘ $1,825.00 Convention Speech Videos
2688  priot to 11/3/92 11703/92  Alpha Enterprases $498.75 VHS Cases
2700 priorto E8/3/92 11/05/92  Tharbinger ' $49.80 Hluman Events Ad
2701 prior to 11/3/92 11/05/92  Four Stat Packaging $244 92 Poly Bags & Padded Envelopes
2719 11/10/92  Network Video $2,023.21 Video Tapes
2731 11713192 CLB Publishing $1,000.00 Video Cassette Covers
2698 11714792 Juseph Paguet $1,044.00 Creste D&W Ad
2705 V1716/92  Raght Side Om $299.30 T-Shirts
2734 16792 CLEB Publishing ‘ $650.05 Cassette Covers - Balance
2758 18724792 Harbinpe $25.12 B&W Glossy for Ad
2685 VU292 bia Wexler $500.00 Merchandise Photo for Ad
2775 12/02/92  Right Side Owt $55.00 T-Shirts
2770 12/02/92  Right Side Out $828.00 Baseball Caps
1169 V2/02/92  Lhaman Events $1,500 00 Nov '92 Issue Ad
2767 1270392 Human bvents $1,500.00 Nov '92 Issuc Ad
2786 120892 Netwark Video ‘ $1,907.25 Addt Vadeo Tapes
27187 12/08/92  Alpha Literprises $498.75 VHS Cascs
2814 1211192 Network Video $1.907.00 Add'l Videu Tapes - Balance
2820 12021192 Ruckville Printing, $1,044 85 Video Tape Covers
OLANMY  Riplt Side Owl $7506 80 Collateral Materials
01A01/93  Human Events $40 00 Subscription 77
2894 02/01/93  Right Side Oul ‘ $573.00 Collaleral Materials
2920 02/01/93  Houman Events $750.00 Ad 1!
f $19,520 80
\
|
1
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FEC Listing of Non Qualified Campaign Expenses

Fundraising Fxpeases

o? 5%

\
Y
SEQ ACCYT CKn incurred DATE PAYLE AMOUNT  DESCRIPTION | k
| Y]
32 OPR prowrto L7392 03401491 Saturn Corp ‘ $2,993.73_List Maintenance
- ®
. e
10 OPR 212 prioe o 11382 11719/92 31 Mailing $29,580 00 Last llouse File [>] |
1t QPR 2755 punorte L1342 112382 Rockvilie Printing $279 30 Retusn Envelopes
20 OPR 2811 puogio FH3A2 120600 3 Mailing $6,117.00 Direct Mail Expense
ri OPR 2810 puorto L2 124062 Catterton Prnting, $6.699 00 Direct Mail Expense
22 OrR 2809 poworw L3422 120042 0 Waght Concepls : $4,795 56 Dircct Mail Expense
23 OPrR WM poorto MUV 0200682 Ko ' $250.00 Direct Mail Expense
§47.720 84
R OPR 2899 priec o F1A3A2 02/01/93 0 Response Unlimited $1,014 70 List Rental tnvoice (GA)
L] TLM WX poocto 11302 1210602 TVE Consulling ; $2,256.00 lclemarketing Fee
Fotal Pundraising ‘ @73,36605)]
i
|
i
|
|
‘: !
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The audit staff has identified $73.507 in fundraising expenses incusred after November 3,
1992. After reviewing these expenses. it is apparent that not all of these items are related 10

fundraising and most of the fundraising expenses were incurred prior to November 3. 1994

A. Non-Fundraising Charges

The expenses determined not to be fundraising incliude:

g Sarum Corporation $2.693.73
Response Unlimited $1.014.70
R Total Non-Fundraising $4.008.43
N Sawm Corporation: This Saturn invoice does not relate to fundraising. This is an
T invoice for list maintenance work ordered by the Treasurer during the audit period 10 ensure that
= the file was in proper condition prior to the audit receipts trace.
o~ Response Unlimited: During the primary season. the Committee rented lists from

Response Unlimited for political mailings and telephone bank operations. The invoice in
guestion pertains to an unpaid bill remaining from the Georgia phone bank operation in March
l E E”-n

B. Eundraising Expense Incurred Durning Deficit Period.

The fundraising expenses incurred prior to the November 3, 1992 date include:

Direct Mail Expenses 34772175
Teleoperations Fees $2.256.00
Pre-Nov 3rd Expenses $49,977.75

Pege



Direct Mail Expenses: The Committee incurred expenses for its last house file mailing,
which occurred in October 1992. In the ordinary course of business, these invoices were not
presented 1o the Committee for pavment until after November 3. Therefore, the following should

not be included in the audit staff's analysis:

1} Mailing $29.580.00
1) Mailing S 6.117.8%
Caterton Pnnung $ 6.699.00
Right Concepts $ 4.795.56
Rockville Pmnuing §  279.30
Kinko's $ 23000

$47.721.73

telemarketing fundraising to retire its debts after the date of ineligibility. The Treasurer asked
that the program be concluded by October 10. 1992. JVL Consulting stopped making phone
calls afier the first week in October. The bill for this was for its fee on contributions received in
the month of November 1992. It related solely to work performed prior to the third of
November. Consequently. the JVL Consulting invoice for $2.256 should not be included.

Human Events Magazine Ad: The Committee spent $19,521 on a fundraising ad which
ran in two November issues of Human Events Magazine. The cost includes the production of the
ad. the cost of running the ad, and the cost of the collateral materials sold in the ad. Because
some of these charges were incurred prior 1o November 3, 1992, the audit staff was not justified
in concluding that the expenses were not qualified as wind down costs. Moreover, as set forth in
the Response. the audit staff's reroactive statement of the Committee's NOCO statement
violates generally accepted accounting principles. Therefore, in the event these costs were

incurred after November 3., 1993, they were stili valid because the Committee remained in a

deficit position.

¢s: The Committee contracted with JVL Consulting to perform—— —
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Buchanan for President -
FEC Listing of Non Qualified Campaign Expenses
Summary

Vendor Total Qualified NQCE
Amerncan Computer Rental -~ $2.385 80 $2.38580 30 00
C & P Telephone $370 30 $12500 $245 30
Carlson's Motors $120.00 $0.00 $12000
Catherine Buchanan $300.00 £300.00 $C.60
Comet Courier $348.00 $348.00 S0 00
CompuPhone $210.00 30.00 $210.00
Computer Consultants §775.00 $0.00 $775 00
Federal Express $306.25 5197.75 $108 30
-.Gosnell Properies 31,50000 51.500.00 $0.00

Mead Data Central - $8,396.91 $8,396.91 so.o0

Sir Speedy~ $768.38 $798.38 $0.00
Special Systems, Inc $2,960.95 $2,960.95 $0.00
VA Dept of Taxation $614.00 $0.00 $614.00
Bonuses $17.500.00 $17,500.00 $0.00
Totals $36,585.59 $34.512.79 $2.072.80

ATTACHMENT -21
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Buchanan for President

Non-Qualified Campaign Expenses
- Undocumented Expenses -

he audit staff has identified $10.622 in expenses as being unsupported by appropnate

documentauon. The Commutiee disagrees. and invites the auditors to come out to the campaign
office 1o review the documentation.

At ACEMRRT




‘Carlison's Motors: The commitiee accepts the auditor's-determination. — - - -

Buchanan for President
Non-Qualified Campaign Expenses

American Computer Rental: These expenses for Terryv Jeffreyv's
computer. Mr. Jeffrev was not involved with the campaign wind down
efforts at the time the Committee was paving for his rented computer,
Conseguently, Mr. Jeffrev has fully reimbursed the Committee for these
costs.

C&P Telephone: The Commitiee accepts the auditor's determination on . —
the Fax line for Suite 220 (were Terry Jeffrev and Janet Fallon were -

working on non-campaign related activities, 9701/92 - 4/30/93)< However,

the Committee disputes the $123 security deposit for the phone line in suite

220. since that deposit was returned by C&P.

These charges related to parking tickets billed to the Committee by the
rental car agency.

Catherine Buchanan: This was a $300 reimbursement for the telephone
expenses of Bay Buchanan while staying at her mother's home in Bethesda.
The auditors would reject this reimbursement for lack of documentation.
However, this i1s Ms. Buchanan's best estimate as to the added cost to her
mother's phone bill attributable to Ms. Buchanan's Committee work. Since
Ms. Buchanan staved with her mother, as opposed to a hotel, therebv
generating a savings for the Committee, this reasonable estimate should be
accepted on its face as a qualified expense.

Comet Courier: During the close down period, Scott Mackenzie was also
involved with the Jack Kemp for President Committee and had numerous
packages messengered back and forth between offices. The auditors have
located these items on the Committee's courier bills and identified them as
non-qualified. The portions of the bills which are unrelated to the
Committee however, were paid directly to Comet Courier by Scott
Mackenzie or the Jack Kemp for President Commirttee.

nqgce.doc -1- 03/2%/94
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__Gosnell Properties: During the first few months of the campaign, the

CompuPhone: The Committee accepts the auditor's determination,

Computer Consultants: The Committee accepts the auditor's
determination.

Federal Express: The auditors have identified Fedex shipments made or
accepted by Dan Giroux., Mart Higbee and Paul Erickson which do not
appear to be related to the wind down. These expenses total $108.50, and
the Committee accepts the auditor's determination. In addition, they have
also identified $184.75 in shipments to Ron Makela and $13.00 to Roben
Peterson. The Robert Peterson expense was reimbursed by staffer Randy
(O’Donohue. The Ron Makela shipments were necessary to deliver
consulting fees and expense reimbursement checks to Bay Buchanan's
account in California. These expenses were incurred as part of the
Committee's ordinary business operations. Accordingly, they are qualified
campaign expenses. ¢ '

Committee's computer operations overioaded the electrical outlets. The
Committee asked the property manager, Gosnell Properties, to upgrade the
outlets to eliminate this problem. Gosnell complied by doing the work. An
audit by Gosnell's auditors (in early 1993) revealed that the Committee had
never paid for the work. Consequently, the Committee paid for the work.

Mead Data Central: These were Nexus/Lexis expenses incurred by Terry

Jeffrey after the date of ineligibility. Mr. Jeffrey reimbursed the Committee
for these expenses.

Sir Speedy: This is a photocopy expense which was reimbursed to the
committee by Mr. Buchanan.

Special Systems, Inc.: The Committee Treasurer, Scott Mackenzie,
ordered software upgrades on MicroSoft Windows, Word and Excel totaling
$1,302.95. The software was obtained by the Committee to improve
efficiency and the operation of its current equipment. For instance the
Treasurer ordered an information management program (PackRat 5.0) and a
data compression program (Stacker 5.0) to free up much needed space on

—
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the Committee's computer hard drive storage units. This was a cost savings
to the Committee as a new hard drive would have exceeded the cost of the
software. In addition, the Commitiee was concermned that the failure 10
upgrade the software couid result in the loss of data or an mnability at a
future date to access necessary computer files.

VA Department of Taxation: The Committee accepts the auditor's
determination.

Staff Bonuses: The committee paid bonuses totaling $17.500 to three of its
campaign personnel: Jjanet Fallon (Director of Scheduling), Terry Jeffrev
(Research Director) and Greg Mueller (Press Secretary). The bonuses were
paid in January 1993. Before approving the bonuses, the Committee
consulted the audit staff and received an affirmative response to the

— question of issuing staff bonuses. The committee believes these 1o be
qualified campaign expenses.

r)
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,\ 1905 M Street NW Telephone (202)9556.4000
VWas~ngior DL 20036-3564  Facsimule 1202)955-4294

March 28, 1994

Mr. John C Marun
Patton, Boggs & Blow
2550 M Street. N'W.
Washington, D.C. 20037

Mr. Jeffrev A Robinson

Counsel to Buchanan for President. Inc
2010 Main Street, Suite 400

Irvine, California 92714

Dear Sirs:

We have been engaged to report on the appropniate application of generally accepted
accounting principles to the specific transaction described below. This report is being
issued to the Buchanan for President, Inc. (the Committee) for assistance in evaluating
accounting principles for the described specific transaction. Our engagement has been

conducted in accordance with standards established by the American Institute of Certified
Public Accountants.

Description of Transaction:

The facts, circumstances, and assumptions relevant to the specific transaction as provided
to us by the Campaign are as follows:

Candidate Pat Buchanan was determined to be eligible to receive matching funds
from the Federa! Elections Commission (FEC) on January 27, 1992. For matching
fund purposes, the FEC determined Mr. Buchanan's candidacy ended on August 20,

1992, the date the Republican Party nomunated its candidate for President of the
United States.

Section 9034 5(a) of Title 11 of the Ccde of Federal Regulations requires that
within fifteen days afier the candidate's date of ineligibility, the candidate shall
submit a statement of net outstanding campaign obligations, which contains, among
other items, the total of all outstanding obligations for qualified campaign expenses

and an estimate of necessary winding down costs.

Deloftte Touche
Tohmatsu g
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Mr. John C. Martin

M. Jeffrey A- Robinson
March 28, 1994

Page 2

The Committee filed NOCO statements on 2 monthly basis with the FEC from
October 1, 1992 through January 1, 1993, with the supporting wind down budgets.
These budgets included estimates by the Committee's management of the cost that
will be incurred to wind down the campaign operations,

Management was responsible for making the accounting estimates included in the
aforementioned budgets and reports  The estimates were based on subjective, as
well as objective factors and, as a result, judgment was required to estimate an
amount at the date of each NOCO statement filing and budget submission.
Management's judgment was based on its knowledge and experience about past and
current events and its assumptions about conditions it expects to exist and courses
of action it expects to take in the future.

These wind down budgets are estimates which were modified by management as
time passed based upon new information. This resulted in a change to the original
estimates. This change in estimate has been presented, by the Committee, on a
prospective basis.

The FEC restated in its report dated December 20, 1993, the estimated close down -

expenses as of August 20, 1992 by using the sum of the actual expenses paid
through March 31, 1993 and a new estimate of the remaining wind down costs.

Appropriate Accounting Principles:

According to the Handbook of Accounting and Auditing, Second Edition, an estimate is -

defined as follows:

A non-exact measurement used to assign an amount to the effects of business
transactions and events. Estimates resting on expectations of the future are often
needed, but their major use, especially of those formally incorporated in financial
statements, is to measure financial effects of past transactions or events or the
present status of an asset or hability.

According to APB Opinion No. 20, "Accounting Changes™:

A change in an estimate should not be accounted for by restating amounts reported
in financial statements of prior periods or by teporting pro forma amounts for prior
periods.

The ultimate responsibility for the appropriate application of generally accepted
accounting principles for an actual transaction rests with the preparers (the Committee) of

—
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Mr. John C. Martin

Mr. Jefirey A. Robinson
March 28, 1994

Page 3

financial statements. QOur judgment on the appropriate application of generally accepted
accounting principles for the described specific transaction is based solely on the facts
provided to us as described above; should these facts and circumstances differ, our
conclusion may change.

Conclusion:

In summary, generally accepted accounting principles state that estimates are prepared by
management based on information known at the time of preparation. Revisions to such
estimates are prepared on an ongoing basis as new or additional information is obtained.
Adjustments to amounts recorded based on the estimates are current period adjustments
and do not entail restating amounts reported in prior periods A restatement of the
Committee’s estimated close down expenses at August 1992, using information availabie
to the FEC at March 1993, would not be in accordance with generally accepted
accounting principles.

Yours truly,

ATTACHMEN? -:)
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Buchanan for President

Press Billing Administrative Costs \

Feb-92

Apr-92

[

Foaede g

W ﬂ?’)“ F4 ‘}ﬁ%

Jan93 . Jubo3

Aug-92

”s:p-sz ~n:m-saz Nov-92 Dec-92  Totals

SRS A RN

Mar-92 May-92
Staff Costs |
Scoll Mackenzic $1,200  SL200  §1.200 $300 $500  $2,000  $1,000 $500 $500 $500 $500  $9,400
Treasurer 0% 20% 20% 5% 5% 20% 10% 5% 5% 5% %
Jamic Burke 50 $0 $0 $0 50 $0 s0 $2150  $125  $125  $125 8625
Dpty Treasurer 0% 0% 0% 0% 0%: 0% 0% 10% 5% 5% %
Janet Fallon $1.318  $1.018 $395 $264 §132 $0 $0 $0 $0 $0 S0 $3427
Scheduler 50% $O0% 15% i0% 5% 0% 0% 0% 0% 0% 0%
David Morse $600 $600 $180 $120 $60  $1,403  S1.615  S1.5T $0 $0 0 56,150
Admin Asst. 50% 50% 15% 10% % 85% 85% 85% 0% 0% 0%
Amy Gates $0 $900 $598 $0 150 $0 50 50 $0 $0 SO $1,498
Treas. Ass| 0% 5% 5% 0% 0% 0% 0% 0% 0% 0% 0%
Chatlic Douglas S0 $1,050 $0 $0 '$0 30 50 50 $0 $0 S0 51,050
Tour Plane 0% 100% 0% 0% 0% 0% 0% 0% 0% 0% 0%
Payroll Burden (9.5%) $182 $367 Sill $36 $18 $13) $15) $173 $i2 $12 $12  $1.211
Staff Totals $3300  §5435  $2.484 $720 $710  $3,536  $1,768 32,496 $637 $637 $637  $23,360
|
|
|
|
PRS_ADM.XLS | 1ol 3124194

it

S

ot 28
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Buchanan for President
Press Billings

e s h&\ SN A T

Amount Due To/From Press:

Net Press Travel Cosis
Admunistration Mark-up 10%

Travel Costs plus Mark-up
Other Costs - Credit Card Fees

Total Press Costs w/ Mark-up

-~ ——---—Less— Amount Collected from Press . ..

Amount Under/(Qver) Billed

Administrative Costs:

Net Press Travel Costs
Administration Mark-up Actual

Travel Costs plus Mark-up
Other Costs - Credit Card Fees

Total Press Costs w/ Mark-up
Less' Travel Costs plus Mark-up

Amount Under/(Over) Billed

PRS_SB.XLS 101

Commmcc
$186,544.22 $186,544 22
$18.654 42  10% $18,654 42
$205.198.64 $205,198.64
$8,426.00 $0.00
$213,624.64 $205,198 64
($211,481.73) C{$211,481.73)
$2,142.91 ($6,283.09)
$186,544 22 $186,544 22
$23.360.00 3% 35,596.33
$209,904.22 $192,140.55
£8,426.00 $8,426.00
$218,330.22 $200,566.55
(5205,198.64) (5$205,198.64)
$13,131.58 (54,632.10)
_ 3/28/94
ATTACEMENT )
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BUCHANAN FOR PRESIDENT

Contribution Account - Refunds

R

N Wi

Chk #

QRN By 3

Cleared Reissoed

-~

S
5724/93 1191 Nasko los. Ageney, Inc. $25.00 $25.00 $0.00 $0.00 Cleared
52493 1192 - Void - $0.00 $0.00 $0.00 $000  voud
524793 1193 Bill Coaws. Lud. $25.00 $25.00 $0.00 SO00 Cleared
524/93 1194 RE. Bourke Assoc., Inc. $35.00 $0.00 $0.00 $3500 o’s
54193 . 1195  Casey's Comer, Inc $100.00  $100.00 $0.00 $0.00 Cleared
5724/93 1196 - Void - $0.00 50.00 50.00 $0.00 voud
524193 1197  Schindler Spring Co.. Inc. $35.00 $35.00 $0.00 $0.00 Cleared
5n24193 1198 - Void - $0.00 $0.00 $0.00 $0.00  wvoid
5124193 1199  Stanley Weston MD, Inc. £100.00 $0.00 $6.00 $100.00 o/s
5724793 1200  Engineered Data Products. Inc. $51.00 $51.00 $0.00 $0.00 Cleared
314193 1201  Robert L.Deal Co., Inc. $10.00 $10.00 $0.00 $0.00 Cleared
514/93 1202 Nelle Bruce $25.00 $25.00 $0.00 $0.00 Cleared
5124193 1203 Fraley, Earl $15.00 $0.00 $0.00 $15.00 ofs
5/24/93 1204  Judge, Evelyn K.S. $25.00 $25.00 $0.00 $0.00 Cleared
5493 1205 KLMG., Inc. $50.00 $0.00 $0.00 $50.00 o/s

- 5724193 71206 Robert Christiansen DDS;Inc: - - - $1500 -~ $1500 _ _  $0.00 __ $0.00 Cleared
572493 1207  Sanchez Associates. Inc. $10000  $100.00 $0.00 $0.00 Cleared

Totals $611.00  $411.00 $000  $200.00
- — ]
REFUNDSXLS 1ot d/28/94
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SUBJECT: ANALYSIS OF T
- -=-— -~ ~AUDIT REPORT

FEDERAL ELECTION COMMISSION AKQ05990
WASHINCTON O C 2048)

February 14, 1995

MEMORANDUM

TO: LAWRENCE M.
GENERAL COUN

THROUGH: JOHN C. SUR
STAFF DIREC

FROM: ROBERT J. COST
ASSISTANT STAF
AUDIT DIVISION

DIRECTOR

COMMITTEE'S RESPONSE TO THE FINAL
~BUCHANAN FOR PRESIDENT

(LRA #441/AR$9%-33)

As requested by your memorandum, dated December 20, 1994,
the Audit staff has reviewed the response tc the Final Audit
Report (FAR) submitted by the Buchanan for President Committee
(Committee) on December 15, 1994, Our analysis of these
documents is presented below. 1In addition, the Audit staff has
attached a revised NOCO Statement based on the Committee’s

response and disclosure reports filed to date (see Attachment 1).

The Committee’s response addresses the following matters as
presented in the FAR1l/:

Receipt of Matching Funds in Excess of Entitlement
(Finding II1.D.);

1/ The Committee stated in its response, it agreed to pay

$8,166 for unresolved prohibited contributions (Finding
IT.A.), $53,759 for excessive contributions (Finding
II1.B.), $2,959 for overpayment to Janet Fallon (Finding
111.B.2.), $2,073 for non-qualified campaign
expenses-other (Finding III.B.3.) and 5200 of the $611
in Stale Dated Checks (Finding III.F.). No payment was

received with the Committee’s response to the FARz s cineyt C;

-

-- /

nP

-
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to Patrick J. Buchanan (Finding III.B.1l.},
Fundraising and Other Expenses {Finding III.B.3.),
Press Billings (Finding III.E.) and Stale
Dated Checks (Finding III.F.}; and

Apparent Excessive Contributions from Staff
Advances (Finding II.B.2.).

A. Receipt of Matching Funds in Excess of
Entitlement-Finding III.D,

The Committee’s response presents several arguments
as to why no repayment is due. First, the Comnittee asserts
that its analysis of actual costs incurred and projected
exceed the Audit staff’s projections. Specifically, the
Committee objects to the Audit staff’s use of revised winding
down estimates provided by the Committee and adjusted by the
Audit staff. The Committee asserts it incurred expenses
beyond its estimates and projects winding down cost from
October 1, 1994 through December 31, 1996 totaling $500,000.
However, the Audit staff analysis indicates that with the

An affidavit by Angela Buchanan3l/, stated that she
had several meetings with the Audit staff and based on these
meetings, she was never told that the Committee had received
matching funds in excess of its entitlement, and she was lead
to believe that the FEC was unlikely to take material action
with respect to the Committee and thus did not anticipate
significant expenditures for legal and accounting services.
Based upon the above, Ms. Buchanan provided the auditors with
what the Committee’s response claims was an "informal budget
memo” and a "best guess®™ of winding down costs.

This argument is not persuasive. The Audit staff
met with Ms. Buchanan on February 12, 1993 when she requested
that she be brought up-to-date on the status of the audit.

At this meeting she was informed of the excessive entitlement

2/ The Audit staff made the following changes to the NOCO

- statement based on the Committee’s response to the FAR.
We replaced estimated wind down expenses ($445,000) with
expenses incurred through 9,/30/94 ($467,498), increased
accounts receivable by $4,559, reduced the amount due
the U.S5. Treasury for press travel from $4,632 to -0-
and added legal and other fees through 6/30/95 totaling
$120,000., See Attachment 1 for the updated NOCO
statenent.

3/ HMs. Buchanan assumed the duties of treasurer on March

1, 1993. LTTACEMENT
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finding. This was approximately one month before she gave
the Audit staff her budget memo. This revised winding down
estimate was formally requested by the Audit staff after the
Committee changed treasurers and in light of the Commission's
refusal to certify a wmatching fund payment due to inflated
wind down estimates. What was given to the Audit staff was a
memo that stated that the winding down costs were
re~calculated by the Committee. Therefore, the winding down
estimates were re-calculated after Ms. Buchanan was informed
of the excess of entitlement response, after the Committee
wags Informed that its last matching fund request wag reiected
because of its inflated winding down estimates, and in
response to the Audit staff’s formal request of an updated
winding down estimate after the Committee changed treasurers.

The Committee’s second argument contends that it
will incur winding down expenses totaling $500,000 from the
period of 10/1/94 through 12/31/96. Three hundred eighty
five thousand of the $5090,000 are for legal fees. In a
memorandum provided by the Committee’s Counsel, the legal
fees are for completion of audit proceedings to include the
oral argument before the Commission of the Final Report

($80,000), representation with MUR’s {$80,000),

representation in connection with an appeal to the Court of -
Appeals ($75,000), representation in connection with de novo

proceeding in the District Court of the District of Columbia
($100,000 - $200,000).

it is the opinion of the Audit staff, these winding
down estimates are inflated. PFor instance, only three
matters in the FAR have been referred to the Office of
General Counsel and the Committee has conceded two of these
matters.4/ Thus, it is reasonable to assume that the
Committee won’'t incur significant costs for MUR proceedings.,
Further, the sums for the District Court proceeding are
speculative at this point. 1In addition, the zmemorandum
submitted by the Committee’s law firm states that "... a
multitude of factors could increase or decrease the actual
costs of the administrative proceedings and litigation; hence
we do not have great confidence in the estimates even if all
of the proceedings are necessary." Therefore, the legal
expenses could be lower for any category. Also, if the
Commission were to accept the position of the Committee,
there would be little justification for leaving any legal

4/ The matters that were referred to the Office of General
Counsel, in a memorandum dated October 28, 1994, are
Staff Advances, Apparent Unresolved Prohibited
Contributions and Apparent Unresolved Excessive
Contributions. The Committee’s response to the Final
Report accepts the Audits Staff’s findings for both the
Apparent Unresolved Prohibited and Excessive
Contributions.

ATTACHMENT
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expenses on the NOCO because the Committee would not have to
litigate any of the issues which remain to be resolved in the
FAR. 1In that case, the legal fees presumably would not be
incurred and a repayment would again be necessary.

The Audit staff does believe that $80,0005/ for the
completion of audit proceedings thorough oral arguments and
any other FECA matters is a reasonable estimate and has added
this amount to the NOCO statement (see Attachment 1).

The remaining projected winding down costs
submitted by the Committee’s response totaling $115,000
consist of accounting and compliance costs and administrative
expenses through December 31, 1996. The Audit staff believes
the issues discussed in the FAR will be resolved by June 390,
1995, Hence, we have pro-rated the costs through June 30,
1995 and have included an adjusted amount on the NOCO
Statement (see Attachment 1), 1In addition, the Audit staff
has reviewed actual costs incurred through September 30, 1994
and revised the NOCO statement to reflect the costs that the
Audit staff considers to be gualified campaign expenses (see

Attachment 1l).

Commission cannot retroactively invalidate its acceptance of
the NOCO statements on the basis of a post hoc revision of
ite estimates. The Committee’s response goes on to state
that the Audit staff has no authority to review the
Committee’s estimates and adjust them when appropriate. The
Committee apparently, believes that its winding down
estimates accompanying the matching fund submissions cannot
be adjusted because they were approved by the Commission
during the matching fund process. This argqument is
incorrect. NOCO statements that are submitted with matching
funds are not audited by the Commission until after the fact
thereby allowing for timely payment to the candidates. Only
in the most egregious cases such as the Committee’s final
matching fund submission, are unaudited NOCO statements
challenged. Thus, the regulations clearly provide for
adjustments either based on changes in the fiqures by the
Candidate or based on the Commission audit.

In addition, as stated in the FAR on page 35, the
Commission’s regulations at 11 CFR §9038.2(b)(1) state that
one basis upon which the Commission may conclude that a
Candidate received matching funds in excess of entitlement is
a situation where payments are certified after the date of
ineligibility and it is later determined that the Candidate
had no Net Outstanding Campaign Obligations. This is

S5/ The memorandum from the Committee’s lawyers states that
$36,417 have been incurred through November 1994

The Committee’s third argument states that the =~ —  —— -

entailing the response to the FAR. NnﬁcmﬁfT &
Page e
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precisely what occurred in this situation. Furthermore, a
recent opinion by the U.S. Court of Appeals for the District
of Columbia in Lyndon H. LaRouche and LaRouche Democratic
Campaign ’'88 v. Federal Election Commission concluded that
once a candidate had past the date of ineligibility the

provisions of 11 CFR §9034.1 are applicable and consistent
with the statutory scheme.

The Committee’s fourth arqument, states that the
Audit staff’s retroactive revision to the NOCO statements is
inconsistent with generally accepted accounting principles.
Again this is not persuasive. This argument was presented in
the Committee’s responcge to the Interim Audit Report. The
Audit staff’s analysis can be found on page 36 of the FAR.

The Committee’s fifth arqument, the repayment of
matching funds is not due until the winding down is
completed, is not correct. The Audit staff has made
appropriate adjustments to the NOCO statement and carried
forward to what we believe are reasonable estimates for the
completion of the issues discussed in the FAR, If the
Commission does not attempt to estimate a reascnable time and

--—wind down_amount, Committee’s could be encouraged to continue

the wind down process until all Federal funds are expendeds —— -
in the case at hand, of the $500,000 in winding down costs,
$475,000 or 95% are for either legqal fees or accounting and
compliance fees. Therefore, what remains to be paid are not
campaign vendors but professionals for their services where,
in most cases, the services have not yet been rendered and
the need for which is highly speculative. 1It is also noted
that in the 1992 election cycle, only one primary campaign,
Clinton for President, incurred more in wind down costs than
Buchanan for President.§/ Thus, it is the opinion of the
Audit staff that since winding down estimates have been
carried forward to September 30, 1994, the date of the last
available disclosure reports, and since reasonable estimates
have been made for future winding down costs, no other
adjustments to the NOCO statement are necessary.

Regardless of the Committee’s arguments, balances
appearing on the NOCO statements, particularly those prepared
shortly after the candidate’s date of ineligibility are
expected to vary significantly from actual expenditures.
These estimates are only as good as a campaign’s knowledge of
future events. As the wind down periocd proceeds and better
information becomes available, refined estimates are made o

are maGge oO°vr

6/ Based on each Committee’s audited NOCO statement,
Clinton for President will incur 3.14 million dollars in
wind down costs through 7,/15/95 and Buchanan for
President Committee will incur 1.85 million dollars in

wind down costs through 6/30/95. ATTACHMENT __{-
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estimates are replaced with actual expenditures. Repayment
amounts, if any, are adjusted accordingly. Disputing the
accuracy of the original estimates at this stage of the
process accomplishes nothing.

In summary, the effect of the Committee’s response
is to decrease the amount repayable to the U.S. Treasury to
$399,521 based upon the adjustments the Audit staff has made
to the NCCO statement. The chart below details the remaining
repayment now due from the Committee:

Net Qutstanding Campaign

ua

V)

Obligations (Deficit) ($1,957,012)
Amounts received
8/21/92 -11,/3/92
Private contributions 749,482
Matching Funds 1,022,591
11/4/92 - 12/2/92
Private contributions 19,760
Matching Funds 12,/2/92 412,917
7 Amount received in excess o —em o
of Entitlement on 12/2/92 247,738 f

Matching Funds received on
1/2/93 151,783
Total Matching Punds received

in Excess of entitlement $399,.521

B. Fundraising and Other Non-Qualified Campaign
Expenses-Finding III.B.3,

The Committee’s response states that it is
obligated to pay only $2,073 (rounded) in non-qualified
campaign expenditures. The Committee submitted no
documentation to support this claim but stated "it disagrees
with the Audit staff’s analysis of our arguments presented in
the FAR™. See pages 26 through 31 of the PAR for the Audit
staff’'s analysis of the this issue.

Part of the Committee’s response states. that it
documented the expenses in detail and referred to two
exhibits presented in its response to the Interim Audit
Report. These exhibits provide only brief descriptions of
what the expense was for. The Committee has not provided any
additional evidence that would justify the expenditures in

question are gualified campaign expenses. Further, the
ATTACENENT é:
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Committee contends that certain expenses which were incurred
during the wind down period were justified but it did not
present any documentation to support this claim. Neither of
these responses is persuasive.

Finally, The Committee response asserts that
fundraising expenses were incurred during a period in which
the Committee was in a deficit position and, therefore, are
qualified campaign expenses. This assertion is based on the
Committee’s use of its inflated winding down estimates and
excluding the amount shown as receivable from the Candidate
which, if allowed, would put the Committee in a deficit
position through December 31, 1996. Based on the Audit
staff’'s analysis of winding down costs discussed above, we
are uvsing lower estimates which in our opinion are
reasonable. Therefore, with the adjustments made to the NOCC
statement, this caused the date on which the Committee’s
accounts no longer contained Federal funds to become January
5, 1993, This caused more non-qualified campaign expenses to
be included in a prorated repayment amount. Thus, the total
amount payable to the U.S. Treasury is $8,261.

c. Non-Qualified Campaign Expenses Pattick
" " Buchanan-Finding III.B.1. o T T T

The Committee’s response states the payment made to
the Candidate should be considered a qualified campaign
expense. This issue is essentially the same response as was
presented by the Committee in its response to the Interim
Audit Report, The Audit staff’s analysis can be found on
pages 21 through 24 of the FAR and in your legal analysis
dated July 18, 1994. No changes to the FAR are necessary.

D. Pregss Billings-Finding III.E.

The Committee’s response presents two arguments.
First the Committee contends it had incurred an additional
amount of $8,426 for which it sought no reimbursement which
represents a hold-back charge on credit card payments by
members of the press corps. These costs represent the fee
charged for processing the Committee’s transactions. Such
expenses are clearly an administrative cost that the
Committee has incurred and are treated as such by the Audit
staff. As noted in the PAR, the Audit staff has taken these
costs into consideration and, therefore, no adjustments to
the FAR is warranted. It should be noted that the Committee
presented the $8,426 as additional direct costs in its
response to the Interim Audit Report. Now, the Committee has
subtracted this amount from the total revenue collected to
arrive at its conclusion in response to the FAR.
Nonetheless, the Committee's argument is not persuasive. The

ATMACEMENY -
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credit card fees are administrative costs and have been
treated as such by the Audit staff. Thus, no changes are
needed and the Committee still owes $6,283 to various press
organizations.

The Committee’'s second argument in regard to the
Press Billings, is that it provided adequate documentation in
administrative costs associated with press billings and that
a repayment to the U.S. Treasury in the amount of $4,632 is
not necessary. The Committee provided an affidavit from the
deputy to the treasurer which detailed her duties and
provided an approximate percentage of her time spent on the
press billings. In addition, the former treasurer also
provided an affidavit of his duties and an approximate amount
of time spent on the press billings. Upon review of this
information, the Audit staff believes that the over head
costs are adequately documented and that no repayment to the
U.S. Treasury is necessary. This amount has been eliminated
as a payable on the NOCO statement (see Attachment 1).

E. Excessive Contributions Resulting Prom Staff
Advances-Finding 11.B.2.

the Committee made several arguments its response to the FAR.
First, the Committee contends that the $1,000 contribution
allowance was not accounted for in the Audit staff’'s
calculations. This is incorrect. This allowance is

auvtomatically adjusted for in the calculations presented in
the FAR.

The seccnd argument is that the Audit staff should
have included the $1,000 travel exemption for Janet Fallon
even though she did not travel and the expenses incurred by
her were for the travel of others. This argument is not
persuasive. The individual did not travel, with the possible
exception of a trip to the Republican National Convention at
a point in time after the amount presented in the FAR was
determined and is, therefore, not entitled to the $1,000
travel exemption.

The third argument states that the Audit staff
incorrectly calculated the outstanding period from the date
the advance was incurred rather than the date on which the
charge was due from the candidate. The Committee contends
that payments made from credit cards should have been
calculated from the statement date not the date incurred.
The Committee stated it has the records available for review
but submitted nothing. The Audit staff did use the credit
card statements when available and relevant. Thus, this
argument is not persuasive.

ATTACHMENY £
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The fourth argument states that the advances should
be treated like any other advances pursuant to 11 CFR
§103.3(b){(3). This is the same argument as presented in the
FAR. See page 18 of the FAR for the Audit staff’s analysis
of this issue.

In addition to the above arguments, the Committee
has presented in the FAR a staff advance analysis for each
individual in question. For several of the analyses, the
Committee has reordered the expenses and put them in a date
due order. The date due order is calculated from the date
the expense was incurred plus a number of days until the
expense becomes a contribution and applies reimbursements to
the oldest outstanding contributions rather than the oldest
outstanding expense 2s in the Audit staff’s analysis.

The Audit staff takes issue with performing the
analysis in the date due order for several reasons. First, a
reimbursement is due when it is incurred not when it becomes
a contribution. Second, the Audit staff has consistently
used a Commission approved guideline and believes no
adjustments are needed in the calculations.

In addition to the above arguments, the Committee =~~~ —
has addressed each individual separately in its response,
For Janet Fallon, the Committee contends that the Audit staff
has used "bad data" apparently because of expenses submitted
by Ms. Fallon which have been categorized as non-qualified
campaign expenses. The Committee submitted no documentation
to support its claim. The Audit staff has already made
adjustments in the FAR., Absent any additional evidence
submitted by the Committee, no adjustments need to be made.

For Paul Erickson, the Committee arranged the
expenses in a due date order. As stated above, the Audit

staff does not agree with this analysis, thus, no adjustments
are necessary.

Finally, for the Candidate, the Committee contends
that an additional travel exception should apply because the
candidate’'s wife traveled with him and the Committee had
arranged the analysis in a due date order. These assertions
are not persuasive for several reasons. First, all of the
expenses were charged on the Candidate’s personal credit
card. Second, the regulations at 11 CFR §100.7(b)(8) are
only for the individual incurring the expenses and, finally,
the Audit staff does not accept the Committee’s analysis
based on the due date. Thus, no adjustments need to be made.

In summary, the Committee’'s argument for the staff
advances are not persuasive and no changes need to be made to
the Audit staff’s analysis.

Artunnugr -
Page 7 of ’/?




-10-

F. Stale Dated Checks-Finding III.Fr.

The Committee’s response is the same as it was in
the FAR. See the FAR at page 41 for the Audit staff’s
analysis. The Committee has agreed to repay 5200 of the $611
in question but has failed to submit negotiate check copies
(Front and Back) for our review. In a conversation with the
former Treasurer on January 10, 1995 regarding this issue, he
stated that he was not able to locate the negotiated checks
and will have to order them from the Committee’s bank
account. Because of the lack of negotiated checks submitted
by the Committee, the Audit staff maintains our position that
no change to the FAK is necessary.

H. Recap of Amount Due the United States
Treasury-Based on the Committee’s Response to the
Final Audit Report

Topic Repayment Amounts
Prohibited Contributions $8.,166
~Excessive Contributions 53,759
Non-Qualified Campaign Expenses 28,336
Matching Funds Received in

Excess of Entitlement 399,521

Stale dated Checks 611

Total Due U.S. Treasury $4990,393

Should you have any question, please contact Joe Stoltz
or Tom Hunter at 219-3720.

Attachment as stated

ATTACEMENT _ L-

RGeSy
T

/f\
Page i of

2




Attachment 1}
Page 1 of 3

BUCHANAN FOR PRESIDENT
STATEMENT OF NET OUTSTANDING CAMPAIGN OBLIGATIONS
AS OF AUGUST 20, 1992
{Determined at September 30, 199%4)

Cash on Hand $380, 404

Accounts Receivable 169,635 a/

Janet Fallon Account Receivable 8,645 b/c/
Patrick Buchanan Account Receivable 50,000 b/
Deposits and Prepayments 13,574 4/
Capital Assets 29,294

TOTAL ASSETS $651,552
 OBLIGATIONS

Accounts Payable for - W o LT e

Qualified Campaign Expenses 676,107
(8/21/92 to 3/31,/93)
Accounts Payable {3/31/93) 10,000
Payable to the Press 6,283
Accounts Payable to the Treasury:
Excessive Contributions 53,759 )
Prohibited Contributions 8,166 -
Press Travel -0- e/

Winding Down Costs (8/20/%2 - 6/30,/95)
Actual Expenses Paid
8/20/92 ~ 3/31/93 1,266,751 £/

Winding Down Expenses reported by
the Committee on its disclosure reports
4/1/793 - 9/30/94 467,498 f£/q/

Estimated Winding Down Costs
10/1/94 - 6/30/95

1) Legal Fees $80,000
2) Administrative, accounting
and compliance fees 40,000 120,000 h/
TOTAL OBLIGATIONS $2,608,564
NOCO (DEFICIT)/SURPLUS _li_l___.,géldgl.;)
ATTACHMEYRY (-
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Attachment 1
Page 2 of 3

Footnotes to the NOCO Statement

a/ The Audit staff has added $7,763 to the accounts
Teceivable number. This is the result of the Committee's
receipt of reimbursement of non-qualified campaign expenses
($1003), and the reporting of additional accounts receivable in
the July 1993 quarterly report ($999), April 1994 quarterly
report ($1,202) and October 15th 1994 quarterly report
($54,559).

b/ Absent recovery from Ms. Fallon and Mr. Buchanan (see
Finding 1II.B.) these amounts will be considered non-qualified
campaign expenses and a pro rata repayment to the Treasury will
be requested in the amount of $20,075 [{($8,645 + $50,000) x
.342317]. The Committee disagrees that the $50,000 is due from
the Candidate. 1In response to the FAR, the Committee agreed
to pay $2,959 to the U.S. Treasury for Ms. Fallon's expenses

which were—submitted- twice or paid by other individuals. No

payment was submitted with the Committee’s response. — ———

c/ Ms. Fallon received erroneous payments for reimbursed (
expenses totaling $8,645. These result from bills being

submitted twice, submission of bills which were paid by other
individuals and the submission for reimbursement for a hotel

room billed to the U.S. Secret Service.

a/ The deposit and prepayment number was reduced by $505.
This resulted from the Committee reporting in the April 1994
disclosure report a receipt of a deposit refund less than the
amount of the initial deposit.

e/ In response to the FAR, the Committee has provided
adequate documentation to support that administrative charges
were incurred for its press billing operations. Thus, no
repayment is being sought.

£/ This excludes fundraising expenses totaling $11,020 which
were incurred after the Committee had reached a financial
position where funds were sufficient to pay all qualified
campaign expenses and winding down costs. This also excludes
$37,022 in non-qualified campaign expenses which are not
considered winding down costs and were paid after the
Candidate’s date of ineligibility. See Findings II1.B and D.
of the FAR. We have also excluded undocumented expenses
totaling $10,622. 1In the Committee’'s response to the Interim
Audit Report the undocumented expenses were addressed by
stating that the Committee disagreed and that documentation was

available for review in the Committee’s offices. Nothing was
submitted.
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q/ The Audit staff reviewed the Committee’s disclosure
reports and adjusted the amounts to include only gqualified
campaign expenses. During the review, we noted 3 payments
totaling $8,796 which appear to have been incurred for
non-qualified campaign expenses and have not included as
winding down expenses on the NOCO statement.

h/ Since estimates were used in computing this amount, the
Audit staff will review the Committee’s disclosure reports and
records to compare the actual fiqures with the estimates and
prepare adjustments as necessary. The legal fees are from a
memorandum submitted by the Committee’s Counsel for the
preparation of the response to the FAR and its preparation of
oral arguments. The administrative, accounting and compliance
fees were totaled and pro-rated by month by the Audit staff.
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PROCEEDINGS
2:08 p.m.
CHAIRMAN MCDONALD: Good afternoon. The afternoon
session of the Federal Election Commission on March 2nd will

-

come co order. I was stailing a moment or two because I am

-

icoking for a couple of my colleagues, but I think I will
proceed because our guests are here and are ready. I will
make just a very brief comment, if I may, to kind of outline
where we are. As slow as I talk, surely my two colleagues

wiil be here by then.

This is a special open meeting cf the Federal

Elecriecn Commission, and cur agenda this afternoon is an

oral preséntétibn”by the Buchanan for President, Inc. =
Committee. The Committee has requested this opportunity to
address the Commission in open session concerning the
Commission’s initial repayment determination contained in
its final audit report approved on October 11, 1994. 1In the
final audit report, the Commission made an initial
determinatiocn that the Committee must repay $8557,978 to the
United States Treasury. This amount includes repayments of,
one, $17,116, which represents the matching funds portion of
the $50,000 in apparent non-qualified campaign expenses to
the candidate; second is 52,959 representing the matching
funds portion of $8,645 in nen-qualified campaign expenses
to staff member Janet Fallon; and third, $5,076 representing

Heritage Reporting Corporation
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the matching fund portion of 514,827 in non-gqualified
fundraising and miscellaneous expenses. Iz alsc includes
the repayment of $532,827 for matching funds received in
excess of the Committee’s entitlement.

The Committee responded to the initial repayment
dertermination on December 14, 1994. The audit division's
analysis of the Committee’s response would reduce the
rcommittee’'s initial determination cf funds received in
excess of entitlement to $399,521 and would increase the
amount of non-quaiified campaign expenses to $28,336. Thus,
che total repavment amount would be reduced to $427,857.

The scle purpose of the meeting today is to give
thé-ééﬁmitteé an opportunity to address this Commission. T
This is not an adversarial or trial-like hearing. The
Committee has 30 minutes and certainly if it needs more, it
can have more to make its initial remarks. At the
conclusion of the Committee’s presentation, each -
commissioner will have an opportunity to ask questions and
then I'1l ask the General Counsel and the audit division if
they would like to do the same.

Afrer this hearing, the Committee will have five
days to submit additional materials to the Commission for
censideration, and the Commission will then make a final
determination and issue a statement of reasons in support of
that determination. Today, we have here John Martin,

Heritage Reporting Corporation
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representing the Committee; Angela Bay Buchanan; and Scott
MacKenzie. We’re glad you all are here; please proceed. As

-

I say, vou have 30 minutes. If you would like longer, you
can certainly have that as well. Welcome.

MR. MARTIN: Thank vou, Mr. Chairman.

First, I'd like to express our appreciation to the
Commission and to the other members who work here for the
FEC and all of their cooperative attitude that they’ve shown
to the Committee s¢ far. As you mentioned, Mz. Chairman, I
have with me today Ms. Angela Buchanan and Scott MacKenzie

to participate in our presentation today. Ms. Buchanan is

the present chair and the present treasurer cof the

Committee. Mr. MacKenzie is the past treasurer and is
serving as a consultant to the Committee at the present
time.

We intend to confine our remarks to two different
issues. The first issue, of course, is the matching funds -
issue, and the second issue is the candidate loan issue. 1In
the course of cur presentation today, 1I'd very much welcome
the guestions. If there’'s a point in time when you have a
guestion about something that we’re presenting, we’'d be more
than pleased to respond to the guestion.

CHAIRMAN MCDONALD: John, I apologize for
interrupting you. I think what the staff director’s going
to ©¢ry to do is toc f£ix your microphone just a little bit so

Heritage Reporting Corporation
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they can pick you up a little better.
MR. MARTIN: Thank you.
CHAIRMAN MCDONALD: Thank you.
MR. MARTIN: Can you hear me now?

CHAIRMAN MCDONALD: Thanks.

n

MR. MARTIN: So we’'d very much appreciate any

guestions that yocu might have, s¢ that we can

clarify things as we go.

perhaps

As I said, the first issue is the matching funds

issue. There are a number of places where I think we and

the audit divisiorn actually agree, and perhaps the starting

point is the February l4th memorandum that the audit

division prepared for this proceeding. There is a place on

pages 5 and 6 of that memorandum where the audit division

points out, and I'l1l guote: "Estimates are only as good as

a campaign's knowledge of future events. As the wind-down

periocd proceeds and better information becomes available,

refined estimates are made or estimates are replaced with

actual expenditures. Repayment amounts, if any, are

adjusted accordingly.”

Disputing the accuracy of the original estimates

at this stage of the process accomplishes nothing, and

indeed, there are a number cf estimates that we have been

dealing with in this process. I think the first chart that

we have is something that, perhaps, ought to be the starting
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point in terms of our analysis of some of the estimates that

we have dealt with. Can everybody see this chart?

we ought to move it here a little bit.

Perhaps

CHAIRMAN MCDONALD: I am forever grateful that vou

made 1t big encugh that even I can see it. This

is
encouraging
MR. MARTIN: Let me see if I can explain scme of
what's on this chart. First, if you’ll notice here in the
blue bar on the far left side, there is an account cf the
Committee’s NOCO budget. And as you can see, the
Committee’s NOCO budge: is roughly million dolliars. Now

what we estimated would be the end of the process. By

that, of course, is for that period beginning in 1993 to

contrast the audit staff, in March of 1993, devised its

budget for the same period, and the expenses that they

anticipated for the entire wind-down was $445,

middle bar here illustrates the actual spending:

000.

The

roughly

$700,000, approximately 70 percent of the original estimate.

And this, by the way, is actual spending through the end of

1994. As I say, roughly 70 percent of the S1 million that

we estimated in the first place and approaching two times

the estimate of the audit staff.

Those are some of the initial estimates that I

think are perhaps a useful beginning point for our analysis.

Given these estimates, what I would like to do 1s f£rame the
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issue and, Mr. Chairman, as you described, we now have a
final audit report. That final audit repcrt indicates thar
roughly $532,000 ought to be repaid by way of excess
matching funds. The audit staff mcre recently, on February
i4th, revised its estimate, reduced that number by
approximately $132,000, so that at this peint in time the
audit staff’s position is that the Campaign owes roughly
$400, 000 by way of excess matching funds that the Campaign
Committee allegedly received.

0f course, the audit staff's position, even at

this point in time, is based upon an estimate. Our position

is based upcn a different estimate. We’'re the first to

recognize that that’s all it is. Nobody can conclusively
say, at this point in time, what the real numbers are. Aand
for that reason, it’'s the position of the Committee that
before a repayment determination can be made, we should
complete the wind-down process so that one will know
precisely how much money is owed by way of back matching
funds.

There are some other things that we agree upon.
Lori, if we could have the next chart?

One of the things that I think is apparent at this
time is how much money has been spent by the Committee over
the course of time. Using numbers that were apparent from
the quarterly reports submitted by the Committee, the audit
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division has recognized how much money has been expended up
through Septemter of 1994, i.e. the third guarter of 199%4.
The audit division took those numbers, analyzed them,
considered what was necessary for the future cf the wind-
dowr:, and then devised an estimate for completion of the
wind-down. There are, of course, differences between
ourselves and the audit division at this point in time, and
more precisely, we have differences in terms of what we
project as the potential cest of the wind-down from what the
auditc division projects.

I'd like to, if I may, go through some of those
numbers. As things stand right now, the audit staff has

sﬁgééstéa tiaﬁifduéﬂi§75120{5bo will be necessary to
complete the wind-down. Now I should be a bit more precise
here, because that figure is based upon the peried of time
beginning on October 1, 1994 until completion of the
process. The audit division believes that this process is:
going to be completed as of June 1995. This projection,
$120,000, is expected to take us through that period, June
1995, and the audit division projects that this entire
process will be completed at that point in time.

By contrast, the Committee has budageted roughly
$500,000 for completing the wind-down. The Committee is
quick to say that, of course, these are only estimates and
chey’'re based upon a number of contingencies. This is what
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we say it will cost if many of these contingencies come to
pass. We’'re not pretending to know precisely what that
figure is. We do know at this point in time, and I suspect
there’'s going te be agreement very shortly, on how much
meney has been gpent up through January 1995, That figure
is roughly §S50,00°C.

If we could have the next chart please, Lori?

So, of the $120,000 that the audit staff has
projected for completion of the entire wind-down process
Zrom QOctober 1 through what they say is the end-point, that

is June cf 1993, roughly $9C,000 has already been expended.

This pie chart is an analvysis ©f that budget that was

provided by the audit staff. What we have here is a dollar

7

P

figure that's apparent from the fourth quarter report; it’s
already part of the administrative record. 1It‘s a report
that was submitted to the FEC only a short time ago.
523,000 has already been spent through 12/31/94.

There are accounts payable in the sum of roughly
$66,000. These are for services that were rendered in 1994
but for which the Committee has yet to pay. So of the
$120,000 that the audit staff projects for completing this
entire process, we have roughly $31,000 remaining for the
wind-down of this campaign. Twenty-six percent of the
budger remains.

Now I shnould gualify that. 1 said that there were
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roughly $31,000 remaining of that budget. That's really not
quite accurate. That dollar figure applied as of January 1.
Since that time, there have been services rendered. We've
participated in preparing for this oral argument. Mr.
MacKenczie has participated as a consultant. There have been

ther expenses incurred. Sc at this very point in time, on
March 2, 1995, the dollar figure that remains for completing
rhis process is much smaller than the $31,000 that's
indicated on this chart.
We have some points, I think, where we agree, even
furcther points. The audit staff and we recognize that we're

geing to incur expenses in this wind-down. The audit staff

acknowledges, of course, that we're going to have staff and

administrative expenses, they say until June of 1995. We
hope they’'re correct; we don‘t know that. We’re going to
have storage expenses that will last until at least that
point in time. They recognize that we must incur the cost -
of preparing for this oral argument. They recognize, 1
suspect, that we have to incur the costs of preparing our
written response to the documents that we just received from
the audit division and the general counsel's office, and I
think everyone acknowledges that we must expend some amount
cf money with respect to the enforcement proceedings that
may be brought by the FEC at a later point in time.
Everyone acknowledges that we're going to incur those
Heritage Reporting Corporation

(202) 628-4888

ATTACHMENT 7

P: = /L/) of :EQ




expenses.

Iz*s at this point,
parts company with the audit division.

at least the potential that this process could last longer

~han three

enforcement matters than what

I should say in this connection that at

-

were in a position to commit as to precisely how many

enforcement

understandably the general counsel‘s office is not in a

going to be fééoﬁmendé&.

from now,

the audit

matters would ke recommended and of

where the Committee

There may be more

staff projects,

I asked the general counsel’s office whether or nct they

course

position where it can commii to say exactly how many are

11

Specifically, we see

and

one peint last week,

One really doesn’t know at this point in time how

much we’ll have to do with respect
matters that may be brought before

be a lengthy proceeding;

very short.

determination that’'s made by this body.

that we have to allow for; it’'s a possibility.

the Commission.

It's alsc

to the enforcement

it may

1t may be something that’'s wvery,

There could be an appeal of the repayment

s

That's agpotential

possible that after the conclusion of the FEC’s enforcement

proceedings, that we’'re going te be reguired to actually go

through a district court hearing,

through litigation on those matters and again,

that we might have to go

the incurrence of a greater expense on the part of the
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Committee.

I should hasten zo add again, once more, that the
Committee sincerely hopes that we don’t have to incur these
expenses. The fact remains that there is a sincere
potential that we could incur these expenses, and we have to
allow for that sor:t of thing when we budget. The cne thing
that I think we can say at this point in the process is that
the $31,000 remaining as of January 1, 1995, is simply
insufficient to complete the wind-down process. There are
other ways I think we can analyze the proposed spending.

And if we could have the next chart, please?

I think we can begin with examining the cash on

hand that the Committee had as of the end of 1994. As you

can see from this chart, the cash on hand at the end of 1994
was roughly $464,000. The Committee’s projected wind-down
to complete the process as of January 1 going forward is
roughly $410,000. By contrast, the audit staff suggests
that the excessive matching funds payment should be roughly
$400,000, and I think we can break down these numbers a bit
more and give you a little more information on them.

Could we have the last chart please?

Again we begin with our cash on hand. The
Committee has $464,000. I mentioned to you that our
projected cost based upon our budget with all of the
contingencies is roughly $410,000 going forward. 1In
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addition to that, of course, roughly $66,000 is already
committed at this point in time. That’'s an account payable
based upon services that were received in 1994. The total,
from the Committee’'s perspective, 1s $476,000. The result,
of course, is that even as we speak and more precisely on
January I, 1895, we were in a deficit position.

I'd like to contrast that with the audit staffi’s
position--again, I hope everybody can see this. As I
mentioned in the previous chart, the audit staff has
suggesrted that roughly %400,000 should be expended by way of

a return of the excess matching funds. 1In addition to that,

(Rl

f you look at what they budgeted, that is their numbers,
for concluding éhis précess, fériébmﬁietiﬁgrthé wind-down, -
an additional $96,000 or $97,000 is necessary to ccmplete
the process. The result, of course, is that we have almost
$500, 000 having gone out, and yet we only have cash on hand
of $464,000. -
With due respect to the audit division, we’ll
respectfully submit that that’s an absurd result. The
position that we take on a summary basis is simply put that
the audit staff--the audit division is wrong in terms of its
projections and its analysis of the expenses that we're
likely to incur. $31,000 for completing this process is
simply wrong. Second and perhaps more importantly, it's our
view that the repayment decision should only be made after
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we’'ve completed the process. I°d like to contrast two
things. First, let's assume for the moment that the audit
division is correct, that this process is completed in three
months. If the process is completed in three months as they
project, in June of 1895, then of course the Committee's
going to be in the position where 1t will return a
significant sum of mcney to the United States Treasury, and
we sincerely hope that‘s the case.

If, in facz, the Committee is correct in its
projection and some cf these contingencies come to pass,
then we would have a sufficient sum of money so that we

could complete the wind-down in an orderly fashion. We

could honor our commitments to Véﬁdors:_tgmgéafifhéﬁémESNWW
consultants. We would have the funds that are necessary for
a legal defense, and perhaps most importantly, we would be
able to retain the matching funds to which we are entitled
by statute. -
Indeed, if that process is followed, the
Commission loses nothing. The Commission can assure that
the money is not expended on non-qualified expenses; all it
need do is simply audit what it 1s that we’‘ve expended money
cn to discern whecher cor not that money has been spent on
non-qualified expenses. Indeed, we believe that the
alternative, that i1s to impose the audit staff budget, is
both arbitrary and capricious and contrary to the statute.
Heritage Reporting Corxporaticn
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That is a summary of our position with respect to
the matching funds. What I'd like to do next is deal with--
Ms. Buchanan just pointed out that perhaps what we ought to
de at this peint is take questions with respect to the
matching funds issue. Does the Commission cor any cf the
others have questions?

CHAIRMAN MCDONALD: I think that‘s a very good
suggestion. Anyone want to--Commissioner Potter, wculd you
ilke to take a crack at that?

COMMISSIONER POTTER: Yes, thanks.

The chart that vou have there shows the $66,000 in

remaining payables. I note in the materials that you have

from the audit éééff:_théyrégéte that there are-ﬁbipayables
remaining at this point.

MR. MARTIN: You know, I'm not sure how it was
that the audit staff drew that conclusion, but, how it was
that they determined that there were absolutely no payables,
but I should peint out in fairmess to the audit staff that
they don't have, at this point in time, a record of those

payables. What happened is that the bill for services which

were rendered in 1994 in this instance was not received

-
-

o
8

W

1 the first part of January. Hence, they were not part
cf the fourth quarter report, which was the last point at
wnich the audit staff analyzed these dollar figures. So I
tink that's perhaps the best explanation.
Heritage Reporting Corporation
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MS. BUCHANAN: Commissiocner,

e

16

these were

predominantly legal fees for January and some other expenses

from November and December,

which we don‘t receive that bill

until January, and so they would not have been on the

report.

COMMISSIONER POTTER:

Would those legal fees be

amongst those included in the estimates attached to your

response’?

MR. MARTIN: Yes.

Commissioner Potter,

That’'s cerrect.

when we estimated $500, 000,

we t00K out of that estimate the dollar fiqures for which we

had already billed at that point in time,

would be part of the estimated expenses.

and the $66,000

COMMISSIONER POTTER: Right. I just couldn’t

figure out if they were being double-counted,

answer is no?

and your

MR. MARTIN: No, they're clearly not. .

CHATRMAN MCDONALD:

At this point,

if I might, Bob

Costa, would you like to comment on this, you or Joe either

one? Well, I think it might be instructive for everyone so

we’ll be on the same page.

MR. STOLTZ: I understand your figures here with

respect to your cash position versus your procjected budget.

Of course, one of the differences that we are likely to have

is that in the NOCO calculation, there are certain expenses
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that have not been included because of the question of [
qualified campaign expenses, and there are alsc certain

assets involved that are nct cash assets that appear on the

NOCC statement. So comparing your cash on hand with this
projection 1S not going to give us exactly the analysis that

the regulation calls for.

MR. MARTIN: Mr. Stecicz, I agree that there is
that difference, and I understand your point. The dollar
value of that difference, I guess, would be interesting.

MR. MACKENZIE: One of the problems we have,
though, :s that some of the expenses that are deemed non-
qualified campaign expenses are related to fundraising,
correct? T e

MR. STOLTZ: Correct.

MR. MACKENZIE: And the Committee is in the
position--if we take the audit staff’s view--that we would
have to raise money in order to meet Jjust the obligations:
set forth by the audit staff, but at the same time,
fundraising expenses would be deemed non-qualified campaign
expenses. There’s kind of a Catch-22 there.

MR. STOLTZ: Except that the calculation shows,
for NOCO purposes, for matching and entitlement purposes--
which is not necessarily the same as a cash projection--that
the Committee is solvent. Now, that could change depending
on how some of these other estimates play out, that could
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change.

MR. MACKENZIE: And I think the big difference
that we have is not that excessive funds at the end of the
process would be returned to the Treasury; it's just at what
peint in time do you calculate those? Ané the aud:it

has made the determination early in the audit process that

~here were excessive funds. Our contention all along has

been let’'s wait until we get to the end. When it‘s all
over, then we’'ll add up how much is in excess and make the
repayments.

CHAIRMAN MCDONALD: Just for the purposes of the

stenographer, do you need the parties identified? I gather

vou do. You;re éqﬁ&ré&néwéyﬁbn who they are? ©Oh, I'm so T
delighted.

{Laughter.]

Commissioner Thomas?

COMMISSIONER THOMAS: Thank you. Just first of -

all, one technical question. Does your cash on hand balance

as of 12/31/94 on that last chart include as part of the
cash on hand the $50,000 which we are, at least at this

point, suggesting be returned to the Committee from Mr.

Buchanan?

MR. MARTIN: Indeed it does.

MR. MACKENZIE: Excuse me. That's a point of

contentiorn.
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MS. BUCHANAN: You're right.

MR. MARTIN: Mr. Thomas, I understood your
guestion to be asking whether or not we had subtracted
350,000 from the cash on hand in anticipation of paying back
the 850,000, and the sheort answer to that guestion is no, we
have not, and the cash on hand figqure that you see is the
figure that we reported to the FEC without subtracting the
S50, 000.

COMMISSIONER THOMAS: So if, for some reason, you
were to concede on the $50,000 issue, youy cash on hand

figure, in theory, would go up by $50,0007

Your argument is a very good one, and I think it
gets to the heart of the difficulty of administering this
statute and dealing with this concept of entitlement in the
post date through ineligibility phase. I'm sure you're
aware of the three-year limitation--

MR. MARTIN: Indeed we are.

COMMISSIONER THOMAS: Wall we run up against. If
we were to somehow go along with the argument that we should
wait until the end of the process to figure out what the
NCCO situation is and whether or not vou received excessive
funds for entitlement purposes, that might take us past our
three-year limitation provision depending on how it'’s
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construed by the courts. I'm wondering what your view of
that is, I'm wondering whether the Committee is in a
position to state whether or not it would be willing to
waive the three-year limitation provisicn for purposes of
the kind cf analvs:s that you're hoping we would accept and
if you have any cther views in that regard?

MF.. MARTIN: 1Indeed we do. Mr. Thomas, we take
the view that was espoused by the FEC in our interim audit
that we received notice when we received the interim audit
report. We will waive any argument with respect to that

three-vyear limit. We’ve never thought that was an issue

that we could advance. We will accept the FEC's position

with réééect ié ﬁhe ﬁhfee—yeér iimit.r

COMMISSICNER THOMAS: There’'s an argument on
Monday on that issue in the Court of Appeals. I was
assuming vou would say you don‘t want to give an answer on
that right now. I suppose you would like us to waive any
opportunity to undertake further proceedings past June of
1995 as well or July of 19957 I‘m not willing to waive that
on behalf of the Commission at this point, but your argument
is a very interesting argument and does point out again, as
I said, the great difficulty in this area.

CHAIRMAN MCDONALD: Before I turn to my other
colleagues, I must apologize. Bob Costa wanted to be
recognized previously. Bob?
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MR. COSTA: Thank you, Mr. Chairman.

Just to sort of simplify the issue, I would like
to try to see if there are peints that we can agree.
Obvaocusly. one of the things at issue 1s about 3$400,000 in
wiat we say is excess entitlement repayable to the U.S.
Treasury. I take it your position would be that you are
enzitled to disburse $385,000 for legal fees for potential

legal battles with the Commission Zfor either

b+

(r

5
-

igation or
whatever; that would be a component cf your wind-down, how
vou would intend to spend your money from the point of

-

ineligibility until you shut the lights off and lock the

doors basically?

MR. MARTI&: indéédrthaﬁ’s correét[rni: Costa.

MR. COSTA: Okay.

MR. MARTIN: We believe we are entitled to spend
it on legal defense.

MR. COSTA: I understand. And you also would -
agree that you're saying that roughly. for accounting and
administrative support, that you would disburse another
$115,000 or so; roughly your disbursements are to the tune
cf about $500,0007

MR. MARTIN: Well, Mr. Costa, now I'm not sure
exactly for what time vou're projecting these numbers.

MR. COSTA: I took that from your response,
basically. You were indicating that in your analysis of the
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NOCO that accounting and administrative support expenses
would be somewhere on the order of SllS,Oqo; that's roughly
$500,000.

MR. MARTIN: Mr. Costa?

MR. COSTA: Yes.

MR. MARTIN: 1£f your projection is £from October
lst to completion of the process, the answer is vyes.

MR. COSTA: Okay. So I guess basically our set-
aside was that in our best guess, $80,000 would be a
reasonable legal fee disbursement from this point until
shutting the lights off.

MR. MARTIN: 1It’'s from October 1st.

' MR. COSTA: And another 540,000 would be available

for accounting fees, et cetera, total of $120,000. So I
guess the question is, at what point do you recapture excess
payments? I mean, that’'s really what's at issue here.

MR. MARTIN: And indeed, 1 agree.

MR. COSTA: Okay. Just wanted to clarify the

record.
CHAIRMAN MCDONALD: Thank you.
MR. MARTIN: Any other gquestions on this?
CHAIRMAN MCDONALD: Who would like to speak next?
John?

MR. MARTIN: ny other guestions on this subject?
CHAIRMAN MCDONALD: Commissioner Aikens?
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COMMISSIONER AIKENS: Thank you, Mr. Chairman.

Mr. Marctin, you talked about the audit budget
deadline being June of 19957

MR. MARTIN: Yes.

COMMISSIONER AIKENS: Am I correct in assuming
from what we have received that your projected deadline :is
the end of 19967

MR. MARTIN: Well, I should qualify that by saying
that we concede readily that we don‘t know. We're
estimating that the wind-down, if it entails the elements
that we included in ocur budget, may well consume 19956.

That's a projection. We’re not wedded toc the notion that we

will incur all of these expenses or for that matter that the —— >« -
wind-down will, in fact, entail all of that time period. We
sincerely hope that the wind-down will be completed by June
of 1995.

COMMISSIONER AIKENS: Well, I mean, going beyond:
that for our purposes, the purposes of this Commission and
the matching fund process, it’'s inconceivable to me that we
could even consider going another whole year and a half in
this process. It has got to pbe brought to an end, and I
think the Commission is going to be forced to say this is
the date it’s got toc end, because we can’t go on giving you
entitlement to matching funds through five years after the
election. I mean, I’'m trying to reach a time agreement with
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you as well as a dollar agreement.

MR. MARTIN: I understand the point. Ms. Aikens,
two different points, and one is that we don't see anything
in the statute that would prevent us from conducting the
wind-down for a longer period of time. Indeed, for the 1988
campaigns, as we all know, there are a number of those
matters that remain in the wind-down process and the
enforcement process, and we would respectfully submit that
we certainly will not consume the period cf time that has
peen entailed for many of the 1988 campaigns To complete
rhis wind-down process. Of course, much of it is out of our
nands. We don’t pretend to have control over when the
enforcement proceedings are brought and that sort of thing. - -— —
Second, to make sure that we’'re clear on this issue, it*s
not as if we’'re receiving matching funds at this point in
time. Of course, we received ocur last matching funds
payment in January of 1993. .

COMMISSIONER AIKENS: All you're receiving is the

entitlement.

MR. MARTIN: We were not required to pay any back

COMMISSIONER AIKENS: No, that's right.

MR. MARTIN: Until the end of the process. It
seems to me that the alternative is to deal in speculation.
You can accept my speculation that it’'s pogsible that we
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could have to go through all of these efforts before the
wind-down is completed, or the altermative, I think, is to
accept speculation that will leave the campaign bereft of
funds and leave us in a positicon where we had either no
legal defense or we had to dc away with commitments that we
had made to staff, te vendors, that scrt cof thing and where
it would prevent an orderly wind-down process.

We simply don’t know at this pecint in time how
much it’‘s going to entail. I wish we could project it; I

wish we could project i1z accurately. We simply cannot.

')

inally, I guess I would add that as a policy matter, I'm
not sure that the Commission loses anything by waiting until
the gfgcéés is completed. In my estimation, we'T€ talking & —
about placing the Commission in a position where, at the end
of the process, whether it takes only the three months
projected by the audit staff or whether, in fact, it takes
perhaps two years' time. At the end of the process, if -
there are matching funds left, then of course we’re going to
have to repay matching funds pursuant to the regulations.
So it would seem to me that the Commission is--or the U.S.
Treasury more accurately--is made whole even if the process
consumes a relatively large expanse of time.

CHAIRMAN MCDONALD: Vice-Chairman Elliott?

VICE-CHAIRMAN ELLIOTT: If the Commission was to
decide that you must repay the excessive matching funds that
Heritage Reporting Corporation
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I see at about $400,000, isn‘t that right?

MR. MARTIN: Yes, ma‘am.

VICE-CHAIRMAN ELLIOTT: And you paid off your
vendors in the amount of something like $66,000 that’'s up
there, yvou would already be in a deficit position, then,
wouldn't you?

MR. MARTIN: That'’'s correct.

VICE-CHAIRMAN ELLIOTT: And then, in order to
finance winding down costs, you would have to raise money,
is that right? Ancd you don't have any money tC raise money

N . -

th, is that rightz

b

w

MR. MARTIN: That's absolutely correct, and that

'is precisely the irony that's very troublifg. -

VICE-CHAIRMAN ELLIOTT: So you are in a spot where
you can’t raise--you don’'t have any funds to raise any money
so you don’'t raise any money, and you can’t defend yourself,
and so you just have to give up, I guess, right? I mean,
because you just don’'t have a choice?

MS. BUCHANAN: Turn myself in, Commissioner, is
what my brother said.

VICE-CHAIRMAN ELLIOTT: I beg vour pardon? I
didn'’'t hear what vou said.

MS. BUCHANAN: Just turn myself in, I think, is
wnat ne said, at that stage.

{Laughter.]
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CHAIRMAN MCDONALD: It would be you as oprosed to
John, say?

MR. MARTIN: I hope so0.

VICE-CHAIRMAN ELLIOTT: Well, it is my concern
that evervbody gets paid. No one should be--there should be
no welshing on debts that occur as a part of runninc for
Federal office, so I'm very--I think it’'s very important to
see that your vendors are paid and everyone else should be
paid as well as the Federal Treasury for whatever we can
come to grips with here. But it’'s my concern that you could

be put in a spot where you can’'t raise money and you can't

defend vourself, and that is cof a concern te me. Thank vou.

MR. MARTIN: We completely agree. Thanks so much. T
MS. BUCHANAN: Commissioner, may I just add one
point to your point?
VICE-CHAIRMAN ELLIOTYT: Sure.
MS. BUCHANAN: We now, as of January 1 of this -
year, we have no rent. We've put all of our storage, now,
that we had some small rent so that Scott was able to work
the numbers and have the records close tc him. But now, as
of January 1, we put it all into storage, so there's no
rent, there’'s no staff per se. Basically the expenses are
the attorneys and Scott, and when I'm working--involved,
that is it. It’'s not as if we have some organization
running here. Everything we spend is directly the result of
Heritage Reporting Corporaticn (
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inquiries and working with our attorneys to resolve these
issues as quickly as possible.

VICE-CHAIRMAN ELLIOTT: Thank you.

CHAIRMAN MCDONALD: Larry Noblie?

MR. NOBLE: Thank vou, Mr. Chairman.

Actually, that was cne cf the guestions thai I

1l atcorn

[ =]

gcing to ask, that the budget now is virtually a

1]

nd Mr. MacKenzie’s budget at this point?

MS. BUCHANAN: With a de minimis amount that goes

o me when I‘'m inveolved working with them, that is correc

-
[

MR. NOBLE: May I ask how you actually figured out

$410,421? It seems like a relatively exact figure.

MR. MACKENZIE: 1If I could answer that question?

ME. NMCOBLE: Go ahead.

MR. MACKENZIE: 1It’'s simply the $500,000 budget

?7 —_

that was prepared taking us from October 1, 1994, to the end

of the process, eliminating the $66,000 which is incurred

but not yet paid as well as the $23,000 which was expended

in the fourth quarter of 1994.

MR. NOBLE: That's what I thought. Then how did

vou come up with the $500,000? I have the breakdown here
where you have figures such as $80,000 for audit
representation, $80,000 for MURS. Was this just a gress
estimate, or did you go into some type of hourly basis of
how much time you're proposing?
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MR. MARTIN: I think I can respcnd to that. 1 did
go through an estimate of the hours that I thought it would
entail for this representation, and it‘s only an estimate--
I'm not geing to pretend--and I think you’'ll note in the

lecter that we sent that I gualil

rh

ied it by pointing out that

it could be higher, i1t could be lower,

-
i

1ly an

1

it's ©

=

estimate. And what we did is we analyzed what we thought

were the probable hours that one would incur at the probable
rates that we would charge tc go through these processes.
MR. NOBLE: 8o in essence, you're backing up what

i suspect you would think is your stronger argument that you

really just can’'t make these estimates at this peint?

ﬁR. éAﬁfiﬁ; Wéilirlrﬁﬁiﬁk we can make the .
estimates. I don’'t have great confidence in the estimates,
and 1’11l readily concede that issue.

MR. NOBLE: 1If the Commission was to accept this
position, what limit would there be on what a committee
could estimate? Would you say if you had come in at
$750,000 or a million at that point we would say--the
auditors could say--that'’'s just not reasonable, or are you
just saying that this is something that we really have to
leave in the contreol of the Committee?

MR. MARTIN: No, to the contrary, Mr. Noble. I
think our position would be that once the process is

completed--and quite obviously the Commission may go about
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conducting an audit and determining what is a non-qualified

expenditure. To the extent that we’ve spent money On non-

qualified expenses, then obviously I would expect the
Commission to come back to us and request repayment with
respect to those non-qualified expenses.

MR. NOBLE: But that all leads, again, to vour

other position that this really cannot be done until the

very end?

MR. MARTIN: I think that’s correct.

MR. NCOBLE: How dc we get to the very end?

MR. MACKENZIE: Can I just add something? I mean,

at the start of this process when we were filing our NOCD

statements to obtain additional matching funds, we provided
detailed budgets on month-by-month, line item by line item

on how we thought we might spend the money. And so a number
like $500,000 now might just look like a number that was
pulled off the shelf, but at the very start of the process}
there were very detailed budgets prepared, and any time
you're preparing a NOCO budget, you prepare for the worst
and you hope for the best. And where we are now, we’re
tracking toward that first chart we had up there that showed
$1,012,000 to be spent from January 1, 1993 to the end of
the process. We have expended 70 percent of that and are
still appreoaching that $1 million figure, and we won‘t know
until the total end of the process how close we've come to
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that, but we've put a leot of time and effort into all of
those budgets, in trying to come up with a raticnale for the
money we asked for.

MR. MARTIN: Mr. Noble, if I could weigh in here
tce for just a moment, Scoil’'s comments brought to mind the
cbvious guard that we have in the process which is to say
rhat when the Commissicn reviews the reguest for matching
funds, at least initially, there is a point at which the
Commission makes a determination as to whether or net it's
going to grant the matching funds. So it's not as if this

is something that is freely given without some sort of

review, and, indeed, the background of this particular

campaign is an illustration of what can happen. In January o

cf 1993, we submitted a reguest for matching funds that was
denied by the Commission, and it was denied because the
Commission believed that our projections were too high. So
it’'s not as if the Commission doesn’t have input in the -
process and isn’‘t able to weigh in and make some sort of
determination as to what the appropriate estimates might be.
There is some control to that extent.

MR. NOBLE: So even at this point, you think that
we can, at least, have some control over what we think the
appropriate estimate would be?

MR. MARTIN: No, we would argue at this point,
once the monies have been received and once we’re in the
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wind-down process, that the only point where it’s
appropriate to do a further evaluation and require-make a
repayment determination is after the wind-down is complete.
Octhexrwise, it seems to me that it's pure speculation, and in

-

a sense, I guess, perhaps, it’'s giving the FEC

rt

wo bites at
rthe apple. ©On the one hand. they’ve approved the matching
funds; we’'ve made commitments based on that approvali, and on
the other hand, were we to accept the audit division’s
position, the FEC could take a second bite at the apple and
say we know we approved them; we know you made commitments
based upon those approvals, but nonetheless, we're going to
retract the approval and take the money back. We think
ﬁﬁgg;émin;pprébriéte. 7

MR. NOBLE: That's getting a little bit into
another issue, which is vour position, I guess, that once we
give the matching funds, we can no longer go back and take a
look at what the underlying documentation of the
expenditures were and decide that they're not appropriate.

MR. MARTIN: Mr. Noble, that’s not guite an
accurate characterization, and let me, if I can, divide what
is indivisible as some people would suggest. We believe
that once we make an estimate and once it’'s approved by the
FEC, one cannot look back on that estimate and say that the
estimate was made illegally, that it was not made in good

faith, once the FEC has made that approval. On the other
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hand, we recognize the reality that the regulations permit
an audit of the expenditures to discern that which is a non-
qualified expense. To that extent, the FEC may evaluate
what it is that we've expended money con. We don't deny the
fact that the Commiss:on can make a repayment determination
at the end of the process and then reguire that the money be
paid back.

MR. NOBLE: Ckay, thank you.

CHAIRMAN MCDCNALD: Are there--Commissioner
cGarry?

COMMISSIONER MCGARRRY: Do you have any scenario

that would enable your Committee to come toO an agreement

with the Commission on a cut-off date on wind-down costs? -~ —
It sort of feeds on itself endlessly, doesn’t it, because of
the statute? And you have a point there.

MR. MARTIN: I think that’s right, Mr. McGarry. I
should say that much of our expenditures, as you well know;
are in the hands of the Commission. We cannot determine
what is going to happen with respect to enforcement
proceedings. We can’t determine what is going to happen
with respect to the repayment determination and hence the
effect that that would have on our decision as to whether or
not we need to appeal the decision, this FEC decision. 1It’'s
very, very difficult for us to project.

COMMISSIONER MCGARRY: Do you have any view on--

Heritage Reporting Corporation

(202) 628-4888

ATTACHKENT 7
Teen 3 o2_Si




with reference to the three-year statute of limitations that
any action the Commission might take that you would not
agree with probably that would entail, as part of it,
cutting off, at some point, the wind-down costs?

MK. MARTIN: Indeed we do. We waive whatever
argument we wculd have with respect to the three-year
statute of limitations. We accept the positicn that the FEC
has advanced that the interim audit report was notice for
the purposes of the three-year limit.

COMMISSIONER MCGARRY: Se¢ in that, there would be
no cut-off date for reasons you suggested--

MR. MARTIN: That'’'s correct.

- COMMISSIONER MCGARRY: 2nd the statute? -~~~ =~~~ ——

MR. MARTIN: That's correct.

COMMISSIONER MCGARRY: Thank you very much.

MS. BUCHANAN: Commissioner, may I add something
that might shed light on the dilemma here? Early in this -
process before the field audit was completed, very early, I
sat down with former counsel, John Duffy, whom many of you
know, and discussed legal fees and how we were going to go
about it. ©One of the areas of discussion was should we just
hire our counsel for one lump sum, $200,C00 and he does
everything? And I was of the opinion, and I think Mr.
MacKenzie disagrees with me at times that they felt this way
we know we’ll have the money, we’ll have the counsel
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throughout the process. And my concern was, listen, if
there's not a large problem, if there’'s not something that's
going to take a lot of legal hours, maybe it will cnly cost
$50, 000 and here my counsel has S150,000 in excess of
raxpayers’' money. Sc I had the dilemma of someone who has a
fiduciary responsibility with the money not to give my
counsel $200,000 which could be substantially more than he
needs, it would be a nice bonus. But at the same time--and
his position, of course, was, well, it might be $300,000 and
vou’ll get $100,00C0 beneiit, and, of course, this would
solve the prcblem ©of the date, because then I’‘d have counsel

throughout the process. But then the other problem came up,

go elsewhere and I‘'m dealing with a new company, you have
the $200,000; I have no more money for legal fees, and I'm

trying to discuss with this new fellow how he’s going to do

this for very little money, and I just said this is too
complicated. I have to pay by the hours that are worked.
Then I know that it’s a legitimate expense. But the bottom
line is I have no idea when I'm making that arrangement how
much it’s going to cost me--$50,000, $200,000, $500,000. I
don‘t know, and in fact, a bill ocutstanding right now which
I anticipated a much lower amount, I have a bill ocutstanding
for §55,000 for a two-month period which is just legal fees;
I was expecting $20,000. You have responsibilities; you
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hire an attorney that you trust. I trust John Martin here
explicitly. He has to do as good a job as he can do. It
costs more money than I expected; I'm not an attorney.

Sc we're in a diiemma as well as you are. I don't

know the answer, T

th

you were to say it’s a certain amount

of money; 21t's going te be a cut-off, then what I am going

1}

to do is go out and get a counsel and pay him a lump sum of
money so I know I'm covered for the next period. That’'s the
way I would have to do it, and I don't know if that person’'s
geing to end up charging $500,000 and it ecnly costing
$300,00C. I just won't know what’'s gcing to happen. But in

order to cover the candidate and the Committee, I would have

to do that. ' S

COMMISSIONER MCGARRY: In actuality, with the
attorneys and the commissions, there's a lot of things
invalved that you have no control over.

MS. BUCHANAN: Exactly.

MR. MARTIN: That’'s absolutely right.

COMMISSIONER MCGARRY: Thank vou very much.

CHAIRMAN MCDONALD: Well, my experience certainly
has been that in your example that if you paid them $200,000
and they only did $50,000 worth of work, there’s no doubt in
my mind that good conscience would have John and Scott
return that money.

MS. BUCHANAN: 1I'1ll let John know your sentiments.

Heritage Reporting Corporation
{202) 628-4888

ATTACHMENY 7

P&EE_L ot 5 -




ad

Y4}

24

25

R

CHAIRMAN MCDONALD: I'm pretty clear and
confident, and so would Scott. There’s no doubI in my mind
about that. You did bring up a point that is a difficult
matcer for us as well, and I think some of my colleagues

tried to take a run at it earlier. It is true, the point

it

natr John made about the 1988 election. Iz is also true, in

3

the i1nterim since 1988, we’'ve dramaticallyv changed and, if

you weould, reliaxed the rules to try tc get away from the
very problems we've encountered. Even we learn something
over time, and so we have tried to move away from that,

There is a real problem--we were on The Hill vesterday--and

the constant complaint, which I think is a legitimate

compl;iﬁg, is about tﬁrﬁing-thesé matters around quicker. -
And what I think we’'ve all tried to do is do that and, at
the same time, be fair and true to the process. But I must
tell you that I think you make some awfully good points, but
I don't want to kid you in terms about--I think Commissioner
Aikens was right--when we start talking about the end of
1996, it’s going to be the end of us. We’'ve been down that
road. 1 can assure vou, after testifying, Vice-Chairman
£lliott and myself and Commissioner McGarry had an
opportunity, I guess it would be--

VICE-CHAIRMAN ELLIOTT: Character-building
experience.

CHAIRMAN MCDONALD: Character-building experience,

Heritage Reporting Corporation
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that would work. I‘m really not sure about that. I think

e 1]

3
ves, it was, just yesterday, and I think it’s the very kind
of problem that we run into, and certainly we run into that

problem with a three-year statute of limitations. I'm not

T

otally clear as I'm not a lawyer but just kind of figuring

-

p in my mind John's fees, and he can no doubt tell me this
0ff to the side pro bono after this meeting.

{Laughter.]

One, I want to become a lawyer; I know now that
i've made yet another mistake. But two--and I think it's
kind of important--I'm not totally clear that even under the
guestion that Commissioner Thomas raised about the ability

to waive the stature of limitarions, I'm not even sure that

it's something that we would want to analyze very, very
carefully. But I do--1 understand where you’'re coming from,
and I think you're raising some very important points, but I
concur with Commissioner Aikens: when we start talking
about the end of 1996, that's not very encouraging for us,
and we’ll have to try to reach, it seems like to me, some
sort of middle ground to resolve some of these issues.
You‘’re welcome to proceed on. We'd be delighted.
MR. MARTIN: Mr. Chairman, if I might just simply
respond to the point that ycu raise about the duration, I
should explain that in my view, much cf the duration that
this will take is, in fact, in the hands of the Commission.

Heritage Reporting Corporation
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And you’'re absolutely right in terms of your observation
that things have changed at the Commission over the last
several yvears, and it's very clear that this process for the
1992 election is moving much, much faster than it did with
respect to the 1988 election. I would suggest to you that
if the Commission were -0 adopt the Committee’'s view that we
wouldn’t run into the issue of the three-year statute of
limitations in any event because, as I see the process, I
see the Commission moving this process alcng very guickly.
My problem, of course, is that I have no control

-

over thart. I den's know when it is that these enforcement

proceedings will be completed; I don’t know when we'll get

ige Mﬁéé; I jﬁét cén'twééﬁﬁfbiﬂthét sort of thing.

I guess we can move, then, into the second issue.

CHAIRMAN MCDONALD: Certainly.

MR. MARTIN: Thank you, Mr. Chairman.

The second issue, of course, has to do with the -
candidate’s loan, and for the background of this issue, I'd
turn to Angela Buchanan.

MS. BUCHANAN: I would first like to repeat what
John said in the opening and to thank you all very much for
the opportunity to speak before you. 1 have spoken before
this Commissicn on a number of occasions, and I want you to
know that I feel very, very good on each and every occasicn
that we do have an cpportunity to let you all know

Heritage Reporting Corporation
(202) 628-4888




40

1 personally our position, and I am particularly pleased that

2 I am able to do it this time, because generally, when we

3 have issues that we need tco discuss, there's some

4 documentations and paperwork, and we may just have an audit

5 theory or an accounting theory we disagree with or something

€ along those lines,

7 At this time, and on this particular issue, it

8 really is my word that’s being discussed here, and so that

S is why I am pleased, and I asked Jchn if I coulild be the one

18 that presented the scenaric as to how it is that we ended up
11 here discussing this at all. The campaign was first

i2 discussed, when my brother and I discussed that he might
13 run, I believe it was early November, thHat late. It was -
14 just about three or four months before New Hampshire, and it
i5 was several weeks that we discussed it prior to his making

16 that decision. The decision was made as late as

17 Thanksgiving week, a firm decision, and he announced three -

i8 weeks later. The reason I say that is because it just gives
19 you a feeling of the kind of hectic schedule of things that

20 are happening. I lived in Caiiformia with three boys; he

21 was back here. We were flying back and fortc

22 And one of the issues, the first call I ever make

23 when I move into a new adventure such as this, is to call

24 Scott MacKenzie and ask him what role he’s going to be

2% playing, and so he started looking for space, talking to
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relephone companies,
need some seed money to get this thing going.
even announced,
to have a hard time getting it guickly in corder to get

going.

-

P
the

1T,

explained to him that the maximum that
give was $50,000.
And this discussion happened often,

contribution;

give.

something, you’ll get a bank loan. And I said no, no.

Hh

o]

approached the date,
know you will get this back.
my best to get this money back to you, and it is a loan.
And his position was not to put pressure on me,

know,

and

and he called and said we’re going to
He hasn't

and I need money, and cbviously we’'re going
8¢ in discussing with Pat on a number of occasions,
I have to say the different

things we’re going to dc;

things I would raise is the money, and so we discussed

and he said I‘11l t--what do you

he would be able to
And so he said 1’1l loan you the money.
a loan is a
a loan is st

111 $50,000; that is what you can

And he said I'1l go to the bank and guarantes — ——

these go against your $50,000.

And so that was the discussion, and as we

I went to him and I said I want you to

I commit to you that I will do

we’ve both been in politics long encugh; you

I both know we may not see this. And I said I think we

I don’'t know t’'s going to go, but I think we’ll

it back to you.

California when Scott called and said I
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need some money right away to get this thing going. And I
said go to Pat, so I called Pat and tcld him how much Scott
said he needed, and Scott was able to get that check from
him and begin the process. BAs the campaign went on, I
called Pat several weeks into the campaign and said, vou
know, the meoney’'s coming in substantially quicker than we
ever expected; it looks really good, I think you're going to
be set, you’ll get that money back.

As we went into Michigan and again in California,
I said look, we have to make a decision: things are a little
tighter now. Do you wish us to spend this advertising
money; it could jecopardize your money, it could put us in a
 difficult situation financially? And we made the decision =~
accordingly as to recognizing that this money that he was
going to get back could be in a higher jeopardy because
we're spending more now and the cash flow is a little
different. -

There was never a time when we discussed this
$50,000 when he did not know every moment that I had every
expectation and hope to get him the money back and that this
was 1ndeed a ican. Scott never spoke to Pat about the
details, and so it was so clear in my mind, and I have to
say that I thought it was clear in Scott’'s mind all along.
Now, did I just forget to tell him? Did he not remember me
telling him? I can’t tell yocu. Twenty years ago, my mind
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was a little sharper and I could tell you for sure. But
now, being a little wiser, I can tell you things were so
hectic; it was sco clear in my mind that this was how it was
approached, this was how it was going to be treated, that
Pat always understood he would get his mcney back if the
money kept coming in, and he’'d be made aware constantly if,
indeed, the situation was still strong.

And so as the campaign went down and the situation
was that Pat was no longer an active candidate, I asked
Scott when he thinks it would be an appropriate time to get
the loan repaid, and Scott saxid, well, I‘'m going to have to

make some amendments here, and it was at that time that 1

said, well, let’s pay the vendors down; of course that’'s
what we all agreed: pay the vendors first before we repay
Pat, and then the discussion went from there.

So that is--I would like to say, you know, that T
have this little document here to show that I wrote a note
to Pat about this, but I didn’'t. You know, as family
members are, vou don’'t usually sign notes when you give one
another money, so¢ I'm afraid to say that I have no
documentation; that it’'s just my word. But at no time was
this perceived by either of us tc be a straight contribution
not to be repaid if the money was there to be repaid. But
do understand: he and 1 both understoocd that if this

Heritage Reporting Corporation
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campaign got into a very serious debt situation that he
would be the last one on the list to be paid.

CHAJRMAN MCDONALD: Thank you. John?

MR. MARTIN: The legal argument on this pocint is
fairly simplistic. This has always been a lcan. It is not
a matter of reclassification; it was a lcan from the outser.
Accordingly, it’'s not reclassification and it’'s appropriate
that the campaign return the money to the individual, o the
candidate that loaned it.

We'll concede that there’s a reporting errcr., We
made a mistake. There was a miscommunication. II wasn't
reported properly: the fact of the matter is it was always a
loan. We never changed its character, and accordingly,
consistent with FEC regulations, we’re entitled to repay
this back to the candidate.

CHAIRMAN MCDONALD: Thank you. Discussion?

Commissioner Thomas?

COMMISSIONER THOMAS: Thank you.

Have you ever contemplated submitting a statement
from Mr. Buchanan as well?

MR. MARTIN: I should say that we didn’'t believe
it was necessary. If the Commission reguires it, we can
discuss it with the candidate.

COMMISSIONER THOMAS: It might be something that

would be helpful and relevant, only because I think as it's
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{202) &28-4888

ALLACHNM. hy 7
of T
P&ge L



8]

§5}

&3]

%)
mn

45
been explained by Ms. Buchanan, it was apparently the
subject of some conversation, and in order--as you can
understand--to strengthen any evidentiary record that we
would need to make resoluticn of this, I think anyvthing like
that would be helpful tc help us resolve.

Could I ask another guestion in terms of the
reporting of the transaction? Who, if anycne, besides Mr.
MacKenzie was involved in the preparation ¢f the repcrt and
the discussion of that transaction?

MR. MACKENZIE: Well, as far as the repor:t goes, I

would have to take full responsibility for that. Tha:

campaign had a bunch of volunteers and young kids,

certainly, at the beginning, and I can’‘t throw the blame on

that one to anybody's shoulders but my own.

COMMISSIONER THOMAS: Well, it would be helpful if
you could actually explain in some specificity about the
actual process of preparing the report. I think that would
help give us some assurance as to who was involved and who
was not involved.

MS. BUCHANAN: And you should know, Scott and I
have worked together for I don’'t want to tell you how many
years now, and he has done FEC reports for me. I never
check his FEC reports; I mean, I never look at them. He
puts them in the in basket and sometimes I’ll glance through

it--not before it's signed and submitted--only just to see
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where we stood at the time and if I have to take press
questions, I have--you know--that is standard, and so I
would never have looked at those FEC reports to say, hey,
this is interesting, and what happened and get to him to get
an early change. It was only from a later conversation that
it came to my attenticn.

CHAIRMAN MCDONALD: I think Commissicner Thomas’
point is extremely important, and I say that simply because
there is a record, andé the record reflects differently. But
I do think you can make very strong evidence Jjust based on

what vou've outlined to us. But because it is in the nature

of something that’s on the public record, it’s something

that you'd want for yourselves and I suspect so would weT ——

Larry Noble?

MR. NOBLE: Thank you. I think that’'s an
important point, because this may be one of those areas
where, it often happens in law, what really happened may, in
the end, not bear that much resemblance to what can be
proved and what can be shown. And the problem I have in
this particular one, not calling into question your
veracity, 1s that from a legal standpoint, when we have to
later say to other campaigns, what is the evidence something
was a loan when, at the end of the campaign, they have
money, it would seem to me that we need something more than
just somebody saying oh yes, I intended that as a loan.
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Because one of the questicns that always comes to mind
generally in these situations, especially with people who
are experienced in campaigns, and, as you mentioned, you
knew about the 850,000 limit 1is if you thought you wanted
something to be a loan, why not just make a writing saying

that 1if the Committee has mcney, I will get repaid.

And again, not to say what actuaill

jog
[}
9
9]
1
2
0
o))
o
[
rr

just in terms of vour knowing later that somebody has to
come back and look at this that it’s not just a guestion of
us being able to take somebody’s word with some kind of

chjective facts that later on we can treat all committees

exactly the same, because I suspect if the Commission does

égf_taétriéiért all representations which run counter to the — - ——
reports will be accepted, that we will have problems with
other people coming in realizing after the fact that either
they, the candidate themselves had money, or a third party
who gave them money now wants the money back saying oh, yeé,
that was a loan, we can now repay you.

MS. BUCHANAN: 1It’s interesting to note as my
brother enters another campaign that we have a loan document
written up by a lawyer that he has signed sc that everyone--
and I wish I had thought of it. It was a very hectic period
of time. I’'m dealing with a brother, which didn't help. 1If
iz's somebody who's--you know, you’‘re coming in and running
somebody else’s campaigrn, it‘'s something you might think of.
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But when you’'re dealing with family, he has complete trust

in me. He says what do vyou need? I say, Scetl, QO get
check over there and pick it up; let’'s get started with
campaign. I'm in California, travelling back and forth
much as I can. It wasn’'t something that ever dawned on
and I’11 tell you the £f£irst time I thoughi about i1t was
the auditcrs asked £or it. They said do you have a loan

document, and I went no. In fact, Scott called me and s

the
this
as
me,

when

aid

do you have any kind of a statement, and I said no, I have

nothing. I have nocthing whatsoever to show you.

It was a conversation, and I think that the

unfortunate circumstances was we had so many conversations

‘about many things that it was in passing, what are we going——  —— —

to do on this? And then, two minutes later, we’re talking

about another issue. It wasn‘t as if we sat down and

discussed this loan and how we were going to do it and when

he was going to get paid. It was a two- or three- minute -

passing discussion that occurred four, five, six times
before the loan was given, maybe a half dozen to a dozen

times during the course of the campaign.

MR. NOBLE: What check on abuse of the situation

would we have if we, in the face of a lcan report that said

cne thing, if we then just accepted a later representation

without any documentation?
MR. MARTIN: Your point is well taken, and I

4
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understand where you’'re going with it. The one check that I
think we‘ve got, especially in this circumstance, is that
you don’t just simply have a representation made by someone,
you have an affidavit. If someone is willing to risk
perjury, then that’'s going a leng way in terms of getting
whatever dollar amount is at stake back. I think that’'s a
prezty serious sort cf matter. And second, I might alsc add

hat perhaps the Commissicn might want to consider

rY

promulgating a regulation on the subject. At this point in
time, to my knowledge, there's no regulation requiring that
loans of this nature be reduced to writing. That being the

case, I don’'t know that there is a specific¢ requirement that

it be in writing. For the future, pérhaps, that’'s an =

alternative that the Commission might want to entertain.
But at this point in time, it’'s not reguired.

MR. NOBLE: 1It’s a good point. I think you would
probably have a stronger case if the report had said it was
a loan when we were there asking for further documentation.

MR. MARTIN: And your point is well taken, but I
should also add in that connection, there have been other
instances where this Commission has accepted adjustments to
loans, as you well know, even though they were reported
incorrectly. It’s a reporting error. We’'re willing to
concede that we did commi: that reporting error. We made a
mistake, but the fact remains that this was always a loan.
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CHAIRMAN MCDONALD: John, with the deepest

affection, obviously you have not been testifying before

Congress. Our enthusiasm for new regulations is low.

In fact, 1t's damn near non-existent. The Vice-
Chairman is next, and then Commissioneyr Potter.

Vice-Chairman Elliott?

VICE-CHAIRMAN ELLIQOTT: To refer back to your
chart, perhaps to the 566,000, I'm still on the same topic,
but did you have In that or in any other place some non-
gualified expenses that were non-qualified merely because

you did not have documentation?

‘MR. MARTIN: In the $66,000-- T T

VICE-CHAIRMAN ELLIOTT: Or anyplace else?

MR. MARTIN: I think there is an assertion on the
part of the audit division that in fact some of our expenses
are non-qualified expenses, yes. -

VICE-CHAIRMAN ELLIOTT: Yes. See, we have a very
great difficulty when we say they’'re non-qualified campaign
expenses because you don’‘t have the documentation, and then
when we get to this lcan problem, it's again a matter of
missing documentation. Now, I don‘t think for a minute that
you're lying, not fcr a second, because if you were that
type of person, vou would say oh, loan documentation? Just
a minute, and run upstairs to the typewriter and you would

Heritage Reporting Corporatiocn
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have it. It doesn’'t take a whole lot to--if you're going to
lie, lie first, you know, so that isn’'t part of it. Bur it
is a very difficult problem for us when we’re liacking
documentation, and you can see that when other non-qualified
expenses were non-gqualified merely because of the lack of
documentation. Thank vyou.

CHAIRMAX MCDONALD: Again I'm stating the obvious,
bur it’'s been said that it‘s a little bit more than thatg;
it’'s lack of documentation plus a report, sc I mean that's
the key component in truth. I mean, it's what makes
harder; it doesn’c make it impossible; it’s just harder.

Commissioner Potter?

COMMISSIONER POTTER: Well, Mr. Chairman, maybe
you'll have an easier time when you next go to The Hill.
You’'ll be able to explain to them that the Buchanan
Committee has called for additional FEC regulations.

[Laughter.]

CHAIRMAN MCDONALD: I'm not sure I'm going back to
The Hilil, Commissioner Potter. I'm taking that under
advisement.

COMMISSIONER POTTER: Mr. Martin, I heard and
listened carefully to your point that what we have here is
something that was a loan, always was a loan, and is now
being correctly reported as a loan. I certainly agree that

a sworn affidavit stating, as we have in the record, the
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circumstances in which these funds were transferred to the
Committee indicates the contemporaneous intent that it be a
loan. I think the normal hierarchy is: do you have any
evidence at all? Answer--we have no contemporaneous
evidence, but we have a sworn affidavit that states the
contemporaneous discussion, and here’'s what 1t was. That
affidavit is, sc far as I know, not challenged. That would
indicate to me that that was the intent, and yosu have
provided proof of the intent at that time. |

The probiem you have, ©f course, is that that
intent is not, then, communicated tc the Treasurer and

reflected in the reports sc that you have the legal entity

of the Committee reporting it as a contribution, although ~

the candidate and the campaign manager both intended it to
be a loan. I don‘t honestly know where you come out in a
situation where the intent is to make a loan, but the
Committee in the person of the Treasurer thinks it’'s a -
contribution and reports it as such.

The one advisory opinion we have, which is an old
one, it's 1977-58--

MR. MARTIN: I‘m familiar with itc.

COMMISSIONER POTTER: Appears somewhat on point in
that you have a candidate who says he intended that the use
of the funds by the campaign would be reimbursed but didn’'t
report it as a loan and didn‘t know in that case he could
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report it as a loan, and the Commission took the, I would
say, hard line view that once it's reported as something
other than a lcan, you can’t retroactively change it. From
your position, how do you deal with that advisory opinion in
this context?

MR. MARTIN: There are a couple cf different ways,
and part of this, I think, is a function of the way that the
Commission has dealt with that issue in the past. Your
point is well taken. I'm familiar with 77-58. But, of
course, to say the cobvious, and it‘s a point that we’ve made

in our papers, that revision that was made to the

documentation that vou described was done after the wind-

downmwas coﬁéieﬁéd; i.e. after one had gone all the way
through the entire process. In our view, that by itself is
a significant difference. Here, cbviously, we’'ve not
completed the process. The wind-down is not completed. As
soon as this problem was found, it was immediately corrected
in the very next repert. That’s the first point.

The second point, I think, is perhaps to loock to
other decisions that have been made by the Commission. I
would direct the Commission’s attention to 1986-45. 1In 86-
45, Senator Bingamon was confronted with a matter that had
to deal with a loan that he had made to his campaign, 1
believe, in 1%82. What transpired was that there was,
indeed, & loan document in that instance. Unfortunately for
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Senator Bingamon, there was no provision in the loan
document that addressed the interest that was to be paid on
the leocan. What happened is that, at a later point in time,
the Commission permitted the Committee--even alfter the wind-

down--to adjust the terms of that loan such that interest

o
1]

could raid at a rate of 9 percent. So I would subm:it
~haz, in the pas:t, in fact, the Commission has allowed
adjustments to loan agreements on a retroactive basis, and
indeed in that circumstance, with respect to the interest,
nothing was reduced to writing. So again, think, that’'s a
good precedent for the position that we're advocating at
+nis point in time.

COMMISSIONER POTTER: Thark you. I asked that —  — — —
because I heard your argument, I understand the point, and
as I've indicated, I think I accept the agreement at the
time. I was trying to figure out how we--

MR. MARTIN: Sure.

COMMISSIONER POTTER: Squared that with some of
the other things we've said, and I will go back and look at
the Bingamon one.

MR. MARTIN: I understand your position.

COMMISSIONER POTTER: Thanks.

CHAIRMAN MCDONALD: Other questions?

(Pause.)

John, Bay, Scott, anything else?
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MR. MARTIN: Nothing else.
CHAIRMAN MCDONALD: For that, we’'re ever grateful.
No, just joking.
{Laughter, ]
Are there any other gquesticns? Be sure, this is
your last opportunity.
Thank you very much for coming. We appreciate it.
MS. BUCHANAN: Thank you all very much.
MR. MARTIN: Thank you.

CHAIRMAN MCDONALD: The meeting is adjourned at

[#8]
&)
[ ]

{(Whereupeon, at 3:2€ p.m., the meeting was
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- this report-on December 20,-3993. ——

FEDERAL ELECTION COMMISSION AK004506

WASHINGION D C a6

December 21, 1993

Mr. Patrick J. Buchanan

c/o Angela Buchanan, Treasurer
Buchanan for President

6862 Eim Street, Suite 201
McClean, VA 22101

Dear Mr. Buchanan: .

This report is to formally advise you of the findings
and reccemmendations of the Audit staff resulting from the
audit of Buchanan for President. The Commission approved

You are requested to comply with the recommendations by
February 1, 1994. After expiration of the response period
and receipt of your response, the Audit staff will present a
final audit report to the Commission for approval and
subsequent public release. If the recommendations contained
in this report are followed, such efforts will be noted in
the final audit report. However, adherence to these .
recommendations will not necessarily preclude the institution
of enforcement proceedings with regard to apparent violations
of the Federal Election Campaign Act of 1971, as amended.

The Commission will not grant extensions of time to
respond to Audit Reports as a matter of routine. Rather,
upon a showing ©f good cause, the Commission may consider
granting only one extension of time to respond to the Interim
or Final Audit Report, but in no instance will extensions
exceed 45 calendar days.

This letter also will serve to inform you that the
notice requirements at 26 U.S.C. §9038B(c) concerning notice
of Commission repayment determinations have been satisfied by
your receipt of the Commission’s interim audit report.

g
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My. Patrick J. Buchanan
Page 2

If you have any questions concerning these matters,
please contact Valerie Conroy at {202) 219-3720 or toll free
at (B800) 424-9530.

Sincerely,

Robert J., £osta
Assistant Staff Director
for the Audit Pivision

Attachment as stated
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FEDERAL ELECTION COMMISSION AR004545

WASHINCTON DT 20481

December 21, 1993

Ms. Angela Buchanan, Treasuret
Buchanan for Pregsident

6862 Elm Street, Suite 201
McClean, VA 22101

Dear Ms. Buchanan:

This report is to formally advise you of the findings
and recommendations of the Audit staff resulting from the
audit of Buchanan for President. The Conmission approved

You are requested to comply with the recommendations by
February 1, 1994. After expiration of the response period
and receipt of your response, the Audit staff will present a
final audit report to the Commission for approval and
subsequent public release. If the recommendations contained
in this report are followed, such efforts will be noted in
the £inal audit report. However, adherence to these
recommendations will not necessarily preclude the institution
of enforcement proceedings with regard to apparent violations
of the Federal Election Campaign Act of 1971, as amended.

The Commission will not grant extensions of time to
respond to Audit Reports as a matter of routine. Rather,
upon a showing of good cause, the Commission may consider
granting only one extension of time to respond to the Interim
or Final Audit Report, but in no instance will extensions
exceed 45 calendar days.

This letter also will serve to inform you that the
notice requirements at 26 U.S.C. §9038(c) concerning notice
of Commission repavment determinations have been satisfied by
your receipt ¢f the Commission’s interim audit report.

: ¥
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Ms. Angela Buchanan
Page 2

If you have any questions concerning these matters,
please contact Valerie Conroy at (202) 219-3720 or toll free

at (800) 424-9530.
Sincerely,
-7///347/’ /ﬁ&

Rober¥ J. Costa
Assistant Staff Director
for the Audit Division

Attachment as stated
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FEDERAL ELECTION COMMISSION AK004472

WASHINCTION, DT 20463

REPORT OF THE AUDIT DIVISION
ON
BUCHANMAN FOR PRESIDENT

I. Background

A. Audit Mithority
This report is based on an audit of Buchanan for
- President (the Committee). The audit is mandated by Section

903B8{(a) of Title 26 of the United States Code. That section
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". Alse,

Section 9039(b) of the United States Code and-Section .

-~ 9038.1(a)(2) of the Commission’s Regulations state that the -
Commission may conduct other examinations and audits from time to
time ag it deems necessary.

In addition to examining the receipt and use of rederal

- funds, the audit seeks to determine if the campaign has

materially complied with the limitations, prohibitions and

- disclosure requirements ¢f the Federal Election Campaign Act a

1971, as amended. .

B.

Audit Coverage

The audit covered the period from the Committee's

inception, November 26, 1991, through September 30, 1992. During
this period, the Committee’s disclosure reports reflect an
opening cash balance of $-0-, total receipts of $§12,961, 454,
total disbursements of $12,416,833 and a closing cash balance of
$428,544.1/ In addition, a limited review of the Committee’'s
transactions and disclosure reports filed through March 31, 1993
was conducted for purposes of determining the Committeers
remaining matching fund entitlement based on its financial

position.

i/ Does not foot, see Finding II.C. All amounts have been
rounded toc the nearest dollar.

0
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c. Campaign Organization

The Committee registered with the rederal Election
Commission on December 26, 1991. The Treasurer of the Committee,
wag Mr. Scott B, Mackenzie from inception until March 1, 1993,
when Ms. Angela M. Buchanan assumed those duties. The Committes's
current offices are located in McLean, Virginia.

To manage its financial activity, the campaign
waintained 28 bank accounts (7 headguarters and 21 state) at
varicus times. From these accounts, the Committes igsued
approximately 4,780 checks in payment for goods and services.
The Committee received approximately 193,617 contributions, from
spproximately 116,573 individuals, totaling $7,113,604. The
Committee also received 26 contributions from political action
committees totaling $38,800.

The candidate was determined eligible to receive
matching funds on January 27, 1992. The campaign received
$5,199,987 in matching funds from the United States Treasury as
of January 2, 1993, This amount represents 37.65% of the
$13,810,000 maximum entitlement that any candidate could receive

~and 94% of the amount requested. Through December 31, 1992, the

campaign made a total of 11 matching funds -requests totaling . =
$5,539,814.

On January 4, 1993 the Committee submitted a regquest
for additional matching funds totaling $75,640. Accompsnying the
submission, as regquired by Section 9034.5(£)(1) of Title 11 of
the Code of Federal Regqulations, was a statement of the
Committee’s Net Outstanding Campaign Obligations {(“"NOCO
Statement”™) which reflected a remaining entitlement of $96,184.
According to the NOCO Statement the Committee’'s assets totaled
$1,193,925 of which 51,011,242 or 85%, was cash on hand. The
Committee’s liabilities totaled $1,290,109, which consisted of
estimated winding down costs totaling $1,209,100 or 94% of total
liabilities. One item included in the estimate of winding down
costs was & $100,000 "contingency”™ for which the Committese
provided no documentation.

After review of the NOCO Statement by the Audit
Division and the Office of General Counsel the Commission made an
initial determination that the Janvary 4, 1993 NOCO Statement
included inflated estimates of winding down costs. The Committee
did not respond to the Commission’s initial determination. On
April 2, 1993 the Commission made a final determination that the
Committee f£ailed to adequately substantiate its need for
additional federal matching funds and rejected the January ¢,
1993 request for the additional $75,640 (See Finding III.D.,
Receipt of Matching Funds in Excess of Entitlement).
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Yor matching fund purposes, the Commission deteramined
that Mr. Buchanan’s candidacy ended August 20, 1992, the date the
Republican Party nominated its candidate for President of the
United States.

Attachment 1 to this report is a copy of the
Commission’s most recent Report on Financial Activity for this

campaign. The amounts are as reported to the Commission by the
Committes,

D. Audit Scope and Procedures

In addition to a review of the Committee’'s expenditures
to determine the qualified and non—Qualified campaign expenses

incurred by the campaign (See finding III.B.), the audit covered
the following general categories:

1. Compliance with statutcry limitations with respect to
the receipt of contributions or loans (see Findings
11.8. and III.B.);

2. compliance with the statutory requirements regarding
the receipt of contributions from prohibited sources,

such as those from corporations or labor organizations
(see Finding I1.A.);

3. proper disclosure of contributions from individuals,
political coamittees and other entities, to include the
itemization of contributions when required, as well as,

the completeness and accuracy of the information:
disclosed;

4. proper disclosure of disbursements including the
itemization of disbursements when required, as well as,

the completeness and accuracy of the information
disclosed;

5. proper disclosure of campaign debts and obligations;

6. the accuracy of total reported receipts, disbursements
and cash balances as compared to campaign bank records
(see Pinding II.C.);

7. adequate recordkeeping for campaign transactions;

8. accuracy of the Statement of Net Outstandxng Campaign
Obligations filed by the campaign to disclose its

financial condition and establish continuing matching
fund entitlement (see ¥indings III.C. and II1X.D.};

9. compliance with spending limitations; and

10. other audit procedures that were deemed necessary.
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Unless specifically discussed below, no material
non-compliance with Statutory and Regulatory requirements was
detected. It should be noted that the Commigsion may pursue any
of the matters discussed in this report in an enforcement action.
Finally, this report constitutes notice of potential rederal
funds repaysent pursuant to 11 C.F.R. §9038.2(a)(2).

As part of the Commission’s standard audit process, an
inventory of the Committee’s records was conducted October 15 -
26, 1992 to determine if the records were materially complete and
in an auditable condition. At the end of the inventory the
Committee wag notified of the specific recorda we had identified
as missing. The Committee was given 30 days to cobtain the
records. At the end of the 30 day period {(November 24, 1992) the
Committee had not yet provided the workpapers detailing the
allocation of expenditures to states, or bank records for the
Committee’'s Missiszippl state depository. On December 23, 1993
the Commission approved subpoenas to the Committees, Eancock Bank
in Mississippi, and the individual responsible for maintaining
the account. Hancock Bank and the individual maintaining the
account responded to the subpoenas on January 22 and 25, 1993
respectively. The Committee’s initial response to subpoena was
received on February $, and a supplemental response was provided
on February 10, 1993. We reviewed the responses and determined

“the records provided-were--materially complete.

I1. Findings and Recommendations - Non-Repayment Matters

A. Apparent Unresolved Prohibited Contributions

Section 441b(a) of Title 2 of the United States Code
states, in relevant part, that it is unlawful for any national
bank, or any corporation organized by authority of any law of
Congress, to make a contribution or expenditure in connection:
with any election to any political cffice, or in connection with
any primary election or political convention or caucus held to
select candidates for any political office.

Section 100.7(a){1){iii) of Title 11 of the Code of
Federal Regulations states that the term "contribution” includes
a gift, subscription, locan, advance, or deposit of money or
anything of value. The term "anything of value” includes all
in-kind contributions. Unless specifically exempted under 11
C.F.R. §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,

Section 103.3(b) of Title 11 of Code of Federal
Regulations states, the treasurer shall be responsible for
examining all contributions received for evidence of illegality
and for ascertaining whether contributions received, when
aggregated with other contributions from the same contributor,
exceed the contribution limitation of 11 CFR 110.1 or 110.2.
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Contributions that pressnt genuine questions as to
whether they were made by corporations, may be, within ten days
of the treasurer’s receipt, either deposited into a campaign
depository under 11 CPFR 103.3(a) or returned to the contributor,.
I1f any such contribution is deposited, the treasurer shall make
higs or her best efforts to determine thse legality of the
contribution. The treasurer shall make st least one written or
oral request for evidence of the legality of the contribution.
Such evidence includes, but is not limited to, a written
statement from the contributor explaining why the coentribution s
legal, or a written statement by the tresasurer memorializing an
oral communication explaining why the contribution is legal. 1f
the contribution cannot be determined to be legal, the treasurer
shall, within thirty days of the treasurerfs receipt of the
contribution, refund the contribution to the contributor.

Any contribution which appears to be illegal and which
igs deposited into a campaign depository shall not be used for any
disbursements by the political committee until the contribution
has been determined to be legal. The political committee must
either establish a separate account in a campaign depository for
such contributions or maintain sufficient funds to make all such

refunds.

Although the Committee did not maintain a separate— —— —
depository pursuant to 11 C.P.R. 103.3(b) its policy was to g
maintain sufficient funds with which to make a refund if

necessary. Our review of the book balance used by the Committee

and the actual cash on hand per the bank statements supports that
sufficient cash on hand was maintained to make the refunds of
prohibited or excessive portions of contributions.

The Commission notified the Committee by letter dated
June 2, 1992, that a sampling technique would be used to
determine, in whole or in part, the amount of excessive and
prohibited contributions received by the Committee. That letter
states, in part, Commission regulations provide committees with
30 days in which to refund contributions which appear to be
prohibited, and 60 days in which to seek the reattributions,
redesignation or refund of excessive contributions. 11 CPRr
103.3(b){(1), (2), and (3). Contributions resolved by committees
outside these time periods are considered untimely and in
violation of the Commission’s regulations. The Commission will
no longer recognize any untimely refunds, redesignations or
reattributions made more than 60 days folliowing a candidate’'s
date of ineligibility or after the date of receipt of this
letter, whichever is later. After this deadline, the Comsission
will request that all unresclved prohibited or excessive
contributions be paid to the United States Treasury.
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Cur reviev of contributions identified apparent
unresclved prohibited contributions totaling $8,166. This amount
wag derived from a comprehensive revisew of the Committse’s 21
state bank accounts and of refunds posted to the Committee’s
receipts data base ($900), an apparent in-kind contribution of

{$864), and a projaction based upon a sample review of the
remaining contributions ($6,402).

The Committee did attempt to resclva one of the
prohibited contributions noted above, however, the refund check
was dated November 5, 1992 which is outside of the 60 days
gsubsegquent to the candidate’s date of ineligibility, and is
considered to be unresolved.

The in-kind contribution was identified from an invoice
from the Tampa Airport Marriott bearing the notation
"complimentary”. This matter was discussed with the Treasurer
who stated either 5 or 6 rooms were utilized for one night. No
other information with respect to these rooms has been provided.
The Audit staff has determined that the custcmary charge for a
rooam at the Tampa Alrport Marriott is $144 per night. Therefore,
we have calculated the amount of the contribution to be $864 (6
rooms X $144/night].

o The contributions that were not included in the

comprehensxve reviews discussed above were tested on a sample

basis. The sample projected that $6,402 represents prohibited
contributions.

At the exit conference the Committee was provided with

various schedules detailing the apparent prohibited contributions
noted above.

Recommendation &1

The Audit staff recommends that within 30 calendar days of
service of this report, the Committee:

o provide evidence that the contributions in question are
not prohibited;

o absent any evidence that the above mentioned
contributions are not prohibited, make a payment to the

United States Treasury in the amount of $8,166 (5900 «
$B64 + $6,402).

B. Apparent Excessive Contributions

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 political committees with
respect to any election for Federal Office which, in the
aggregate, exceed $1,000.
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Section 100.7(a){1)(iii) of Title 11 of the Code of
Federal Regulations states that the tera "contribution® includes
a gift, subscription, loan, advance, or deposit of money or
anything of value. The term "anything of value® includes all
in-kind contributions. Unless specifically exempted under 11
C.P.R, $100.7(b);, the provision of any goocds or services without
charge or at a charge which is less than the usual and normal
charge for such gocds and services is a contribution.

Section 110.1(k) of Title 11 of the Code of Federal
Regulations states, in part, that any contribution made by more
than one person, except for contributions made by a partnership,
shall include the signature of each contributor on the check,
money order, ©f other negotiable instrument or in a separate
writing. A contribution made by more than one person that does
not indicate the amount to be attributed to each contributor
shall be attributed equally to each contributeor. 1If a
contribution to a candidate on its face or when aggregated with
other contributions from the same contributor exceeds the
limitations on contributions, the treasurer may ask the
contributor whether the contribution wvas intended to be a joint
contribution by more than one person. A contribution shall be
considered to be reattributed to another contributor if the

~treasurer of the recipient political committee asgks the
contributor whether the contribution is "intended-to be a joint.

contribution by more than one person, and informs the contributor
that he or she may reguest the return of the excessive portion of
the cuntribution if it is not intended to be a joint
contribution; and within sixty days from the date of the
treasurer’s receipt of the contribution, the contributors provide
the treasurer with & written reattribution of the contribution,
which is signed by each contributor, and which indicates the
amount to be attributed to each contributor if egual attribution
is not intended. ’

Section 103.3(b)(3) of Title 11 of the Code of Federal
Regulations states, in part, that contributions which exceed the
contribution limitation may be deposited into a campaign
depository. 1If any such contribution is deposited, the treasurer
may request redesignation or reattribution of the contribution by
the contributor in accordance with 11 CFR §§110.1(b) and
110.1(k), as appropriate. 1If a redesignation or reattribution is
not obtained, the treasurer shall, within 60 days of the
treasurer’s receipt of the contribution, refund the contribution
to the contributor.

Section 103.3{b){4d) of Title 11 of the Code of Federal
Regulations states, in part, that any contribution which appears
to be illegal and which is deposited into a campaign depository
shall not be used for any disbursements by the political
committee until the contribution has been determined to be legal.
The political committee must either establish a separate account
in a campaign depository for such contributions or maintain
sufficient funds to make all such refunds,
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Section 110.1(1)(3) and (5) of Title 11 of the Code of
Federal Regulations state, in part, that if a political committee
receives a written reattribution of a contribution to a different
contributor, the treasurer shall retain the written reattribution
signed by each contributeor. 1If a political committee does not
retain the written records concerning reattribution as required,
the reattribution shall not be effective, and the original
attribution shall control.

As noted in Pinding II.A., above, the Commission
notified the Committee by letter dated June 2, 1992, that a
sampling technigque would be used, in whole or in part, to
determine the amount of excessive and prohibited contributions
received by the Committee., Additionally, the Committee
maintained sufficient cash on hand to make refunds of any
excessive contributions.

1. Excessive Contributions from Individuals

Our review of contributions from individuals identified
apparent unresolved excessive contributions totaling $53,909.
This amount was derived from a comprehensive review of the
Committee’s 21 state bank accounts; a comprehensive review of

“selected contributions, and contribution refunds posted to the

Committee’s receipts data base; and a projection based upon a
sample review of the remaining contributions from individuals.

a. Comprehensive Review

Based upon a comprehensive review of selected
transactions in the Committee’'s receipts data base along with
contributions deposited into the Committee’s state bank accounts,
105 individuals were identified who made excessive contr1but1ons
totaling $35,630 and which are considered unresolved.

The Committee issued refund checks totaling $7,340
in an attempt to resolve 20 excessive contributions however the
refund checks have not been negotiated.

In addition, the Committee obtained 5
reattributions of excessive amounts totaling $1,175 and issued 2
additional contribution refund checks totaling $7%; however, the
dates of the reattributions and refunds were neither timely nor
within 60 days subsequent tc Mr. Buchanan’'s date of ineligibility
and are also considered unresolved.

b. Sample Review

The contributions that were not included in the
comprehensive reviews discussed above were tested on a sample
basis. The sample projected that $18,279 represents excessive
contributions.
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Recommendation &1

The Audit staff recommends that within 30 calendar days of
service of this report, the Committee:

° provide evidence that the contributions in question are
not excessive;

o in regard to the 20 refunded checks written by the
Committee which have not cleared the bank, provide
evidence of these checks clearing the bank (i.e.,
copies of the front and back of the negotiated refund
checks);

o absent any evidence that these contributions are not
excessive, make a payment to the United States Treasury
in the amount of $53,909($35,630 + $18,279).

2. Excessive Contributions Resulting from Staff Advances

Section 116.5(b) of Title 11 of the Code of Federal
Regulations states that the payment by an individual from his or
her personal 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 or on behalf of, a candidate - _
or a political committee is a contribution unlees the payment is -
exempted from the definition of contribution under 11 C.F.R. (
§100.7(b)(8). 1If the payment is not exempted under 100.7(b}(8),
it shall be congsidered 2 contribution by the individual unless
the payment is for the individual’s transportation expenses
incurred while traveling on behalf of a candidate or political
committee of a political party or for usual and normal
subsistence expenses incurred by an individual other than a
volunteer, while traveling on behalf of a candidate or political
committee of a political party; and the individual is reimbursed
within sixty days after the closing date of the billing statement
on which the charges first appear if the payment was made using a
personal credit card, or within thirty days after the date on
which the expenses were incurred if a personal credit card was
not used. For purposes of this section, the closing date shall
be the date indicated on the billing statement which serves as
the cutoff date for determining which charges are included on
that billing statement. 1In addition, "subsistence expenses”
include only expenses related to a particular individual
traveling on committee business, such as food or lodging.

During our review of the Committee’s expense
reimbursements to campaign staff we noted expenses incurred for
staff travel and subsistence not reimbursed within the time
limits provided, as well as expenses incurred for non-travel
expenses or travel expenses for individuals other than the person
paying the charges. These payments resulted in 5 individuals
making excessive contributions totaling $63,086. 1In order to
calculate the amount of a contribution resulting from an advance
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made by an individual, paysments made by the Committes were
applied against those expenses that had been incurred the
earliest. The amount included in the excessive contributions
total was the largest amount that was outstanding at any time,
less an individual’s remaining contribution limitation. The

number of days outstanding before reimbursement ranged between 1
and 159 days.

Included in the above excesgive amcunt is 537,646 which
was incurred by Janet Fallon, the Committee’s Scheduler. Her
duties included arranging lodging for the candidate and campaign
staff. In many cases she charged the expenses of the traveling
party on her various credit cards. The Comamittee would later
reimburse Ms. Fallon for these charges.

The Committee was made aware of the excessive
contributions during fieldwork and at the exit conference.
Schedules detailing the individuals and amounts considered
excessive contributions have been provided to the Committee,

Recommendation $#3

The Audit staff recommends that within 30 calendar days of

gervice-of-this-report, the Committee provide evidence to

demonstrate that the staff advances noted above are not excessive

contributions or offer any cther information that is believed to
be relevant to the issue.

C. Misstatement of Financial Activity

Sections 434(b){1), {(2) and (4) of Title 2 of the
United States Code state, in part, that each report shall
disclose the amount of cash on hand at the beginning of each
reporting period, the total amount of all receipts, and the total
amount of all disbursements for the period and calendar year.

The Audit staff’'s reconciliation of the Committee bank
accounts to its disclosure reports filed from inception through
September 30, 1992, indicated a material misstatement of
financial activity in 1992, Between January 1, 1992 and
September 30, 1992, reported receipts werz understated by
$26,494; reported disbursements were understated by $140,661; and
reported cash on hand was understated by $2,534.

The misstatement of receipts occurred as a result of
the Committee not reporting receipts totaling $19,201 deposited
into 11 state bank accounts; not reporting & $6,553 refund from
the New York Times; reporting interaccount transfers totaling
$1,694 as receipts; not reporting a $1,0B4 in-kind contribution;
addition and reporting errors totaling $1,361; and a $11.00
reconciling item.

ATTACHMENT 4Sy

Page 4/ﬁl of ‘2?




-11-

The misstatement of disbursements occurred as the
result of the Committee not reporting $9%,773 of disbursements
from 7 state bank accounts; underreporting disbursements of
$65,785 from 13 state bank accounts; duplicate reporting of
disbursements totaling 513,382 from 4 state bank accounts;
reporting of voided checks totaling $14,590; not reporting
disbursements from the operating account of $4,499; not reporting
disbursements from the contribution account of $1,203; not
reporting a $1,084 in-kind contribution; reporting a $909
interaccount transfer as a disbursement; addition and reporting
errors totaling $1,219; and a $20.00 reconciling item,

The Committee was provided with schedules detailing the
misstatements during audit fieldwork, and again at the exit
conference.

Recommendation $4

The Audit staff recommends that within 30 calendar days of
service of this report the Committee file a comprehensive
amendoent for 1992 correcting the errors noted above and itemizes
on schedules A-P and B-P those transactions which require

itemization.

I11. Findings and Recommendations - Repayment Issues e

A. Calculation of Repayment Ratio

Section 9038(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 fund payment
account was used for any purpose other than to defray the
gualified 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 eqgual to
such amount.

Section 9038.2(b})(2)(iii) of Title 11 of the Code of
Federal Regulations state 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 deposits of contributions and matching
funds, as of the candidate’s date of ineligibility.

Pursuant to 11 CFR §9033.5{(a), the Commission

determined Mr. Buchanan's date of ineligibility to be August 20,
1992.

The formula and the appropriate calculation with
respect to the Committee’'s receipt activity is as follows:
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Total Matching Punds Certified Through
The Date of Ineligibility - August 20, 1982
Total Deposits Through the Date of Ineligibility

$3,612,696
§10,553,5670 - . 342317

Thus, the repayment ration for non-qualified campaign
expenses is 34.2317%.

B, Apparent Non-qualified Campaign Expenses

Section 9032.9(a) of Title 11 of the Code of Federal
Regulations defines a qualified campaign expense ag one incurred
by or on behalf of the candidate from the date the individual
became a candidate through the last day of the candidate’s
eligibility; made in connection with his or her campaign for
nomination; and neither the incurrence nor payment of which
constitutes a viclation of any law of the Unites States or the
State in which the expense is incurred or paid.

Section 9034.4(a)(1}) of Title 11 ¢f the Code of Federal

- Regulations states that all contributions received by an

individual from the date he or she becomes a candidate-and-all - -

matching payments received by the candidate shall be used only to
defray qualified campaign expenses or to repay loans or otherwise
restore funds (other than contributions which were received and
expended to defray qualified campaign expenses) which were used
to defray qualified campaign expenses.

1, Patrick J. Buchanan

The Committee reported on its Year End 1991
disclosure report contributions from the candidate totaling
$50,000. The check supporting Mr. Buchanan’s first contribution
of $10,000, dated November 25, 1991, contained the notation
"rFiret Contribution.”™ The check for the second contribution of
$40,000, dated December 4, 1991, did not contain a memo entry
notation. Both amounts were itemized on Schedule A-P and
reported on FEC Form 3P page 2 Detailed Summary of Receipts and
Disbursements, Line 17d as contributions from the candidate.

On August 12, 1992 the Committee issued Mr.
Buchanan a $50,000 check bearing the memo line notation "Loan
Repayment." This payment is disclosed on Line 27a of FEC Form
3P, page 2 as a repayment of a loan made by the candidate.

On October 5, 1992, the Committee filed an amended
disclosure report for Year End 1991 disclosing the $50,000
received from Mr. Buchanan as a loan. When questioned about the
loan agreement during the inventory of Committee records,
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conducted October 15 - 26, 1992, the Treasurer2/ stated that no
loan agresment existed and originally he was under the impression
that it was a contribution. He further stated that he was
informed in August 1992 by Ms. Angela Buchanan, the campaign
manager, that now wags the time to repay the loan.

The Commission considered a similar issue in
Advisory Opinion 1977-58 and concluded that a non-presidential
candidate could not retroactively regard monies received from a
candidate as a debt owed to the candidate, therefora, creating a
debt that could be extinguished with additional centributions.
Though this case differs in that the Committee was in a deficit
position at DOI, the retroactive reclassification of the
contributions as loans results in a larger deficit, which {n turn
increases the amount of matching funds the candidate may receive,

Given the initial reporting of the candidate’'s
funds as contributions, the memo entry on the first check "first
contribution™, the Treasurer’s understanding of the transactions
when they occurred, and the fact that no loan agreement was
provided to support that the 550,000 was in fact 2 loan, it is
the Audit staff’s opinion that the repayment of the funds to the
candidate constitutes a non-qualified campaign expense, subject

- ~+to-a ratio repayment. TFurther, the amount is considered an

account receivable from the candidate and is included on the NOCO

Statement shown at Finding I11.C. below. Should the fuﬁEE_BSW""“j“"';

trecovered from the candidate, the ratio repayment would be
unnecessary.

Recommendation $5

The Audit staff recommends that within 30 calendar days of
service of this report, the Committee submit documentation which
demonstrates the $50,000 in contributions from My, Buchanan was a
loan at the time of the transactions. This documentation should
include an explanation of the original reporting of the
contributions, the notation on the 510,000 contribution check,
and the previous Treasurer’s understanding of the nature of the
contributions. Absent such evidence, the Commisgion will make an
initial determination that unless the amount is recovered, the
$50,000 payment to the candidate is a non-qualified campaign
expense and subject to repayment. The amount repayable to the
United States Treasury is $17,116 (550,000 x .342317).

2/ Mr. Scott B. Mackenzie was Treasurer from the Coamittee's
inception until March 1, 1993, when Ms., Angela M. Buchanan
assused the position.
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2. Janet rallon

Ms. Janet Fallon held the positicn of Scheduler
and was reimbursed by the Committee for expenses incurted with
her credit cards. The Committee over paid Ms. Fallon in the

amount of $8,645. These over payments were composed of:
o] reimbursements for bills submitted twice;
o! bills which were paid by another individual; and
° payment for a hotel room billed to the U.S. Secret
Service.

The Audit staff considers these payments to be
non-qualified campaign expenses. Additionally we have included
the $8,645 on the Committee’s ROCO Statement ag a receivable from
Ms. Fallon. Should the amcunt be recovered the ratio repayment
would be unnecessary.

The Committee was provided with a schedule
~ detailing the overpayments during fieldwork and at the exit
-——— ——— —conference,

Eeay

Recommendation 46

o

_ The Audit staff recommends that within 30 calendar days of
service of this report, the Committee provide evidence to

(o)’ demonstrate that these expenses are gqualified campaign expenses
or offer any other information that is believed to be relevant to

~ the issue. Absent such evidence, the Commission will make an

~ initial determination that unless the amount is recovered, the

- $8,645 payment is a non-qualified campaign expense and subject to

"~ repayment, The amount repayable to the United States Treasury is

$2,959 (58,645 x .342317).

3. Non—-Qualified Campaign Expenses--Other

Section 9034.4({a)(3) of the Code of Federal
Regulations states that costs associated with the termination of
political activity, such as the costs of complying with the post
election requirements cf the Act and other necessary
administrative costs associated with winding down the campaign,
including office space rental, staff salaries and office
supplies, shall be considered qualified campaign expenses.

Section 9034.4(b)(3) of Title 11 of the Code of
Federal Regulations states that any expenses incurred after a
candidate’'s date of ineligibility under 11 C.P.R. 9033.,5, are not
( qualified campaign expenses except to the extent permitted under
11 C.F.R. 9034.4(a)(3).
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Section 9038.2(b)(2)(iil) of Title 11 of the Code
of redersl Regulations states 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-gualified campaign
expenses as the amount of matching funds certified to the
candidate bears toc the total deposits, as of the candidate’s date
ineligibility. Total deposits is defined in accordance with 11
C.F.R. § 9038.3{c){(2). For the purpose of seeking repayment for
non-qualified campaign expenses from committees that have
received matching fund payments after the candidate’s date of
ineligibility, the commission will review committee expenditures
to determine at what point committee accounts no longer contain
matching funds. In deoing this, the Commission will review
coamittee expenditures from the date of the last matching fund
payment to which the candidate was entitled, using the assumption

that the last payment has been expended con a last-in, first-out
basis.

Our review of Committee expenditures paid between
the Candidate’'s date of ineligibility and March 31, 1893
identified $110,093 in payments which are not considered winding
down expenses. Included in this amount are fundraising expenses
totaling $73,507 and various other non-winding down expenses

“totaling -$36,586.. None of these payments have been included on
the Committee’s NOCO Statement. Additionally, $56,240 of the — -— -

total amount was spent prior to the date on which the last
matching funds were expended. We also identified parking tickets
totaling $120 incurred in March 1992, Discussed below is the
$56,360 (556,240 + 120) for which we are seeking a pro rata
repayment under 11 C.F.R. § 9038.2(b)(2).

The Committee spent $44,308 of the fundraising
expenses prior to the date on which the last matching funds ta
which the Committee was entitled were expended. Since the
Committee’'s NOCO Statement no longer reflected a deficit position
it is the Audit staff’s opinion that such fundraising expenses
may not be defrayed with Federal funds. (See Finding III.D.)

We also identified payments totaling $7,908 which
are, in our opinion, related to Mr. Buchanan'’'s foundation The
American Cause. During audit fieldwork the Foundation's cffices
were located in Suite 220 of the building occupied by the
Committee. Such payments were for "interior phone work for Suite
220" and "FPAX line for Suite 220" and the installation of the Fax
machine (5445) in Suite 220; payment for computer rental and
Nexis services utilized by the Foundation’s Executive Director
($5,953); and electrical repairs for an unidentified office
space.

The remaining payments identified were related to
the purchase of additional computer software (Macwrite 5.1,
Packrat V 4.1 five user software, Microsoft Excel for Windows
software update, Windows 3.1 and Word for Windows software
upgrades), an Intro to Word computer class, and rental of an
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additional MAC SE computer and a QMS 810 laser printer from
October 1992 to April 1993 ($2,792); courier services for
deliveries of a personal nature ($432) to a banker in Santa
Monica California, and the Department of Housing and Urban
Development; payments for the photocopying of books by an ocutgide
vendor ($798.); and parking tickets in Massachusetts {$120).

It is the Audit staff’s cpinion that, absent
additionel information, a committee which is winding down its
activities should have no further need to purchase additional
computer software or rent additiconal computers. Also, some of
these expenses appear to be personal expenses of Committee
officials rather than campaign expenses.

Recommencdation &7

The Audit staff recommends that within 30 calendar days of
service of this report, the Committee provide evidence to
demonstrate these expenses are qualified campaign expenses or
offer any other information that may be relevant to this issue.
Absent such evidence the Commission will make an initial
determination that the $56,360 are non-qualified campaign
expenses and subject to repayment. The amount repayable to the
United States Treasury is $19,293 ($56,360 x .342317).

C. Determination of Net Outstanding Campaign dSii;EEEEEE_

Section 9034.5(a) of Title 11 of the Code of Federal
Regulations reguires that within 15 days after the candidate’s
date of ineligibility, the candidate shall submit a statement of
net outstanding campaign obligations which contains, among other
items, the total of all outstanding obligations for gualified

campaign expenses and an estimate of necessary winding down
costs.

Mr. Buchanan’s date of ineligibility was August 20,
1992. The Audit staff reviewed the Committee’'s financial
activity through March 31, 1993, analyzed winding down costs, and

prepared the NOCO Statement as of August 20, 1992, which appears
below:

\
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BUCHANAN FOR PRESIDENT
STATEMENT OF NET OUTSTANDING CAMPAIGN OBLIGATIONS
AS OF AUGUST 20, 1992
(Determined at March 31, 1993}

Cash on Hand $380,404
Accounts Receivable 161,873
Janet Fallon Account Receivable 8,645 a/b/
Patrick Buchanan Account Receivable 50,000 a/
Deposits and Prepayments 14,079
Capital Assets 29,294
TOTAL ASSETS $644,285
OBLIGATIONS
Accounts Payable for
Qualified Campaign Expenses $676,107
(8/21/92 to 3/31/93)
Accounts Payable (3/31/93) 10,000
Payable to the Press 6,283
Accounts Payable to the Treasury: 7 e o
Excessive Contributions 53,909
Prohibited Contributions 8,166
Press Travel 4,632

Wwinding Down Costs (8,/20/92 - 12/31/94)
Actual Expenses Paid
8/20/92 - 3/31/93 1,204,701 ¢/

Estimated Winding Down d/
4/1/93 - 12/31/94

Accounting/Computer Services 200,000

Legal 150,000

Contingency Misc -0~ e/

Outgide Experts 50,000

staff 30,000

Headguarters 15,000
TOTAL OBLIGATIONS $2,408,799
NCCO (DEFICIT) /SURPLUS ($1.764 S04
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Footnotes to NOCO

a/ Absent recovery from Ms. Fallon and Mr. Buchanan (see

- Finding II11.B.) these amounts will be considered
non-qualified campaign expenses and a pro rata repayment to
the Treasury will be requested in the amount of $20,07%S
[{$8,645 + $50,000) x .342317}.

b/ Ms. Fallon received erroneocus paymen:s for reimbursed

- expenses totaling $8,645., These result from bills being
submitted twice, submission of bills which were paid by
other individuals and the submission for reimbursement for a
hotel room billed to the U.S. Secret Service.

c/ This excludes fundraising expenses totaling $73,507 which
- were incurred after the Committee had reached a financial
position where funds were sufficient to pay all qualified
campaign expenses and winding down costs. This also
excludes $36,586 in non-gualified campaign expenses which
are not considered winding down costs and were paid after
the Candidate’s date of ineligibility. See Findings III.B
T T Tand D - We-have-also excluded undocumented expenses totaling
$10,622. S T

a/ Since estimates were used in computing this amount, the
Audit staff will review the Committee’s disclosure reports
and records to compare the actual figures with the estimates
and prepare adjustments as necessary.

e/ The Committee has included an unsupported $100,000
contingency in its NOCO statement. The Audit staff has not
included the amount as part of winding down.

ITTACHMENT 8> et
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Additional fieldwork may be required to assess the
impact of future financial activity on the NOCO Statement.

D. Receipt of Matching Funds in Excess of Entitlement

Section 9034.1(b) of Title 11 of the Code of Federal
Regulaticns states that if on the date of ineligibility a
candidate has net outstanding campaign obligations as defined
under 11 CFR 9034.5, that candidate may continue to receive
matching payments for matchable contributions received and
deposited on or before December 31 of the Presidential electicn
year provided that on the date of payment there are remaining net
outstanding campaign obligations, i.e., the sum of the
contributions received on or after the date of ineligibility plus
matching funds received on or after the date of ineligibility is
less than the candidate’'s net outstanding campaign obligations.
This entitlement will be equal to the lesser of (1) the amcunt of
contributions submitted for matching; or (2) the remaining net
outstanding campaign obligations.

Section 9038.2(b)(1)(i) of Title 11 of the Code of
Federal Regulations states that the Commission may determine that
certain portions of the payments made to a candidate from the

~-matching_payment account were in excess of the aggregate amount

of payments to which such candidate was entitled. —Examples of -
such excessive payments include payments made to the candidate
after the candidate’'s date of ineligibility where it ig later
determined that the candidate had no net outstanding campaign
obligations as defined in 11 CFR 9034.5.

As previously noted, the adjusted NOCO Statement
prepared by the Audit staff reflects a deficit position as of
August 20, 1992, We reviewed the Committee’s bank statements and
financial activity through March 31, 1993 to determine if the
candidate had received matching funds in excess of his
entitlement.

Net OQutstanding Campaign
Obligations (Deficit) ($1,764,504)

Amounts Received
08,/21/92 - 10,31/62

Private Contributions 740,862
Matching Funds 748,798
11/1/92 - 11/3/92

Private Contributions 8,620
11,03/92 Matching Funds 273,793

Amount Received in Excess of
Entitlement as of 11/3/92 87,5623
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As of November 3, 19592 the Candidate had no remaining
matching fund entitlement. After that date the Candidate
received twe matching fund payments totaling $564,700. ($412,¢0:7

on December 1, 1992 and $151,783 on January 2, 1993). Therefore

the amount of matching received in excess of entitlement totals
$572,269 ($7,569 + $412,917 + $151,783).

Recommendation $8

The Audit staff recommends that within 30 days of service of
thig report, the Committee provide evidence to demonstrate that
it did not receive matching funds in excess of entitlement.
Absent such a demonstration, it is rscommended that tha

Commzsszon make an initial determination that the Committee repay
$€572,269 to the United States Treasury.

E. Press Billings

Sections 9034.6(2).(b}) and (d) of Title 11 of the Code
of Federal Regqulations state, in part, if an authorized committee
incurs expenditures for transportation, ground sgervices and
facilities (including air travel, ground transportation, housing,

-—meals; -telephone service,—and typewriters) -made-available to—

media personnel, secret service personnel or national Becurity
staff, such expenditures will be considered qualified campaign
expenses. If reimbursement for such expenditures is received by
a committee, the amount of such reimbursement for each media
representative shall not exceed the media representatives pro
rata share of the actual cost of the transportation and services
made available. A media representative’s pro rata share shall be
calculated by dividing the total cost of the transportation and
services by the total number of individuals to whom such
transportation and services are made avajlable. For purposes of-
this calculation, the total number of individuals shall include
committee staff, media personnel, secret service personnel,
national security staff and any other individuals to whom such
transportation and services are made available. The total amount
of reimbursements received from a media representative under this
section shall not exceed the actual pro rata cost of the
transportation and services made available to that media
representative by more than 10%.

The committee may deduct from the amount of
expenditures subject to the overall expenditure limitation of 11
C.F.R. 9035.1(a) the amount of reimbursements received in paymant
for the actual cost of transportation and services. This
deduction shall not exceed the amount the committee expended for
the actual cost of transportation and services provided. The
committee may alsc deduct from the overall expenditure limitation
an additional amount of reimbursements received equal toc 3% of
the actual cost of transportation and services provided under
this section as the administrative cost to the committee of
precviding such services and seeking reimbursement for them. 1If

b b otis snpy ?/
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the committee hag incurred higher administrative costs in
providing these gervices, the committee must document the total
cost incurred for such services in order to deduct a higher
amount of reimbursements received from the overall limitation.
Amounts reimbursed that exceed the amcount actually paid by the
committee for transportation and services provided under
paragraph (a) of this section plus the amount of administrative
costs permitted by this section up to the maximum amount that may
be received under paragraph (b) shall be repaid to the Treasury.
Amounts paid by the committee for transportation, services and
administrative costs for which no reimbursement is received will
be considered gualified campaign expenses subject to the overall
expenditure limitation.

For purposes of this section, "administrative costs”
shall include all costs incurred by the committee for making
travel arrangements and for seeking reimbursements, whether
performed by committee staff or independent contractors.

The Committee utilized Charter Services Inc. to arrange
its aircraft charters. Charter Services Inc. chartered 54 flight
legs for the Committee between February 21 and May 20, 1992.
They performed the following services: arranging the chartered
aitcratt, arranging catering services, and in some _instances
collection services relative to credit card payments which were
applied to the Committee’s account. The Committee was

responsible for collecting the remaining payments from press
personnel.

For our review, the Committee provided copies of flight
manifests, documentation of the cost per flight leg and invoices
from Charter Services Inc.. 1In addition, the Committee provided
its reconciliation of the flight costs. The Committee used its
reconciliation to bill and collect payments from the press
personnel.

from the information above, the Audit staff
independently calculated total rcost per flight leg, number of
passengers per leg, and cost per seat. The Audit staff
calculated the total cost to the press of $205,199, including a
10% markup. The total amount collected from tha press at
February 1, 1993 was $211,482. This indicates that the Committee
has over collected in the amount of $6,283 [211,482 - 205,199].

Based upon our review, it appears that the over
collection is due to & double billing of ferrying costs by the
Committee. The Committee billed these charges on leg 1 through
leg 14 as well as leg 15 through leg 23. Charter Service's
invoices indicate that these charges were incurred on leg 15
through 23 only.

The Committee is required to refund to the press the
$6,283 received in excess of the maximum amount billable,
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As previously noted, the Committee may deduct from the
overall limitation the amount of reimbursements received in
payment for the actual cost of the transportation and services
made available to the press plus an amount equal to 3% of cost as
an administrative cost to the Committee for providing such
transportation and services. A larger administrative allowance
{i.e., in excess of the 3% but not to exceed the 10% maximum
allowance) may be demonstrated only if the Committee provides

sufficient documentation to support that the excess amounts were
actually incurred.

The Committee provided documentation to the Audit graff
detailing the cost of the actual transportation and services
provided plus administrative charges totaling $205,199. Such
documentation included a schedule allocating a percentage of
varioug individual’'s time and salary to press travel
administration. However, the documentation provided did not
include job descriptions, time records, or statements from the
individuals who performed those duties.

Absent such documentation the Audit staff has
recalculated the amount of the travel and services provided plus

~the administrative allowance to be $200,565, resulting in an
‘excess charge of $4,632 which must be repaid to the U.S.

Treasury. .

Recommendation $9

The Audit staff recommends that within 30 calendar days of
service of this report the Committee provide evidence that it did
not over collect from the Press.

Absent such evidence the Committee should refund to the
Press $6,283 (for the amounts received by the Committee as of
February 1, 1993} and provide photocopies of the negotiated
tefund checks (front and back}; and provide documentation to
support the calculations of the amount paid to each Press
organization. 1In addition, any amounts received after February
1, 1993, should also be refunded to the press.

It {s further recommended that the Committee document the
administrative charges actually paid. Such documentation is to
include time sheets, job descriptions, and affidavits from
individuals describing work performed.

Absent such documentation, make repayment to the United
States Treasury in the amount of $4,632.

F. Stale Dated Checks

Section 9007.6 of Title 11 of the Code of Federal
Regulations states, if the committee has checks outstanding to
creditors or contributors that have not been cashed, the
committee shall notify the Commission. The committes shall
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inform the Commission of its efforts to locate the payees,
such efforts have been necessary, and its efforts to encourage
the payees to cash the outstanding checks. The committee shall

if

also submit & check for the total amount of such outstanding

checks, payable to the United States Treasury.

With respect to contribution refunds,

14 contributors

were issued refund checks in the amount of $61]1 that have not

cleared the bank.

The Committee was made aware of this matter during

fieldwork and at the exit conference. A schedule detailing the

individuals and amounts have been provided to the Committee.

Recommendation #10

Provide evidence of these funds clearing the bank (i.e.,

copies of the front and back of the negotiated refund checks}; or
States Treasury

absent such evidence, make payment to the United
in the amount of $611.

IV. Recap of Amount Due to the United States Treasury

“Shown below-is a recap of amounts due the U
Treasury as discussed in this report. = -~ -

niited States

Finding Topic Repayment Amount
I1.A. Prohibited Contributions $ 8,166
I1.B. Excessive Contributions 53,909
111.8B. Nongualified Campaign Expenses 39,368 3/
I11.D. Matching Funds Received In

Excess of Entitlement 572,269
II1.E. Excess Admin Costs Billed

to Press 4,632
II1.F. Stale Dated Checks 611

TOTAL $618,.955

3/ Absent recovery of the amounts noted in the
initial repayment is recommended.

Finding this
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March 23, 1995

MEMORANDUN

T0: The Commission

THROUGH : John €. Surina

Staff Director Rl
FROM: Lawrence M. Noble
General Counsel
-~ ”‘,7
By: Kim Bright~Colemankﬁi b 7R

Associate General Counsel

7.
Kenneth E. Kellneg??é/(
Assistant General Counsel

- ﬂr~~*33ne»g;~whaag-Tiﬂxrf»m
Attorney k(

SUBJECT: Affidavit from Buchanan for President,
Inc. {LRA $441)

On March 9, 1995, Buchanan for President, Inc., (the
"Committee”) submitted to thls Office a supplemental response
to its Final Audit Report and the repayment determination.

The Committee included in its wmaterials an unsworn
affidavit from Patrick Buchanan, which it requested to
replace with a notarized affidavit. Please find attached for
your review the notarized affidavit, submitted on March 15,
19985,

Attachment

Buchanan for President, Inc.: Affidavit of Patrick J.
Buchanan, dated March 15, 1995,



Via Hand Delivery

Ms. Jane Whang

QOfTice of the General Counsel
Federal Election Commission

999 E Street, N.W.
Washington, D.C.

Re:

Dear Jane:

PATTON BOGGS, L.L.P.
2550 M STREET, N.W.
WASHINGTON,. D.C. 200371350
{202} 457-6000

Facgmng [2CT 437608 WHITER § CiRECT DAL

(202) 457-6032

March 15, 1995

KNy

§h, [ 2T G

Buchanan for President, Inc.

Enclosed for addition to the administrative record in the Buchanan for President matter is
the affidavit of Patrick J. Buchanan. Please let me know if there are any problems in substituting
this signed and notarized version of the affidavit for the one that was submitted on March 9,

1995.

Thank you for your continuing courtesy.

Sincerely,

John C. Martin

cc: The Honorable Angela M. Buchanan

Scott Mackenzie



AFFIDAVIT OF PATRICK J. BUCHANAN
B RIS E P 4

1 In November of 1991, [ told my sister, Angeia “Bay” Buchanan, that I would
contribute up to the maximum of $30,000 to Buchanan for President (the “Committee™) to make
the campaign a success In late 1991, | wrote two checks 10 Buchanan for President compnsing
the $50,000.

2 Bay told me the money would be considered a loan 1o the Conmumstice and, if the
Comnutics was not in debt at the end of the campaign, | would be repaid the full $50,000
Repeatedly, dunng the campaign, Bay and | discussed repayment of these loans. We both

understood that the loans would be repaid if possible  However, the Committee would not repay

" me until it was clear that the Comunittee would not be-in debt. In August 1992, [ was repaid the

$50,000.

Executed on March /f 1995. @ N

Subscnbed to and sworn before ma thus I__S_h'ﬁa'. of March, 1995

(Seal)

My Commission expires on ___/ ;ZJI/ 31 1999
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FEDERAL ELECTION COMMISSION

WASKINGTON D C 2046}

DATE & TIME TRANSMITTED: WEDNESDAY, JANUARY 25, 1995

4:Q0
BALLOT DEADLINE: MONDAY, JANUARY 30, 1995 4-00
COMMISSIONER: AIKENS, ELLIOTT, McCDONALD, McGARRY, POTTER, THOMAS

SUBJECT: BUCHEANAN FCOR PRESIDENT, INC.
REQUEST FCOR ORAL PRESENTATION (LRA #441)
MEMORANDUM TO THE COMMISSION
DATED JANUARY 25, 1985.
{ ) 1 approve the recommendation(s) Tt e — o
{ ) 1 object to the recommendation(s)
COMMENTS:
DATE : SIGNATURE:

A definite vote is required.

Please return ONLY THE BALLOT to the Commission Secretary.

Please return baliot no later

All ballots must be signed and dated.

than date and time shown above.

FROM THE OFFICE CF THE SECRETARY OF THE COMMISSION



)

)

TO:

THROUGH:

FROM:

By:

SUBJECT:

By letter dated November 1, 1994, the Buchanan for
President Committee (the "Committee") requested the opportunity
to address the Commission in open session in connection with its
response to the final audit report and the initial repayment
determination, as provided in the Commission’'s regulations at
§ 5038.2(c)(3).1/ See Attachment 1l; see also Final
Audit Report on Buchanan for President Committee {approved
October 11, 1994). We recommend that the Commission grant the
s request for an oral presentation and schedule the

11 C.F.R.

Committee’

FEDERAL ELECTION COMMISSION e, 77

WASHINGTON DC 20461

Januarvy 25, 1995

MEMORANDUM

The Commissi

;
John C. Suriha]
Staff Direato }

Lawrence M. Noble
General Counsel

RKim Bright—Colemanlét?K:J

Associate General Counsel

Kenneth E. Rellne¢ﬁ£§ﬁ?

Assistant General Counsel

Jane J. Whangd,
Attorney

Buchanan for President, Inc., —-
Request for Oral Presentation (LRA $441)

presentation for March 2, 1995, at 2:00 pm.

The Commission's regulations provide publicly funded
candidates with the opportunity to respond to an initial
determination by submitting written legal and factual
to demonstrate that no repayment, or a lesser

is appropriate. 11 C.F.R. § 9038.2(¢c){2).
may request an opportunity to address the Commission

repayment
materials
repayment,
candidate

i/ The Committee has also restated its request for an oral
presentation in its written Response to the Final Audit Report,

submitted

to the Commission on December 14, 1994.
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in open session. 11 C.F.R. § 9038.2(c¢){3). The Commission may
grant this request by an affirmative vote of four of its
members, and inform the candidate of the date and time set for
the oral presentation. 11 C.F.R. § 9038.2(c)(3).

Counsel for the Committee has regquested to make an oral
presentation to elaborate upon the Committee’s position with
respect to the Commission’s initial repayment determination made
pursuant to 26 U.S.C. § 9038(b)(2). Specifically, the Committee
disputes the Commission’s initial determination that the
Committee incurred neon-qualified campaign expenses and received
matching funds in excess of its entitlement. We believe that an
oral presentation, with questions from Commissioners and staff,
may help the Commission in reaching a final repayment
determination.

I1f the Commission grants the request, we propose that
procecdures similar to those used for previous presentations be
followed. Prior to the date of the presentation, the Cffice of
General Counsel will prepare an analysis of the issues
presented. This analysis will be provided to the Commission and
the Committee. This Office will also prepare an agenda document
containing materials relevant to the Committee’s oral

presentation.

At the presentation, the Chaifman will make an opening— — . .

statement. The Committee then will be allotted 30 minutes to
make a presentation on the issues raised in its response,.
Following the presentation, individual Commissioners, the
General Counsel, and the Audit Division may ask guestions. The
letter to Counsel for the Committee will inform him of these
procedures and also state that any additional materials he may
wish to have the Commission consider should be submitted to the
Office of General Counsel within five days following the
presentation.

RECOMMENDATIONS

The Office of General Counsel recommends that the
Commission:

1. Grant the request by the Buchanan for President
Committee to make an oral presentation as provided in 11 C.F.R.
§ 9038.2(c)(3);

2. Set the date for the oral presentation for March 2,
1995; and

3. Approve the appropriate letter notifying Counsel of the
Commission’s decision,

Attachment

Request for an Oral Presentation from Buchanan for
President Committee, dated November 1, 1994,
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PATTON 80G@S, L.L.P.
2550 M STREET, N.W.
WASHINGTON, D.C. 20037-1330
{202) 487-6000

focouen sy FOL 45740 WRTER & DIRICY DAy,

(202) 457-6032

November 1, 199«

Vig Telecopy
M. jans Whang
Office of the General Counsel
Federal Election Commission
999 E Street, N.W.
Washington, D.C. 20463
Re:  Buchanan for Presideat/Audit
Dear Ms. Whang:

_This letter confirms our conversaticn yesterday. As you know, on behalf of Buchanan for

Pmdancmwommmq,imdimmmccommmuummmmm?*

final audit and that we will (i) submit a response and (ii) make an oral presentstion to the
Commission. In addition, I requested 2n extension of time for submission of the response to the
Commission. You asked that [ confirm the request and the basis for the extension in writing.

The following summarizes the salient reasons for the extension:

1. The audit presents novel and complex issues that require significant analysis and
preparstion.  Specifically, the Commission has requested that the Committes repay
$625,146 to the Treasury and $6,283 to the press. The request is grounded upon the
Commission's views on the Commities's entitiement to matching funds, allegedly
excessive contributions, alleged irregularitics in press reimbursemhonts, and othar othar
Commission assertions. To provide a thorough response, the Committee must evaluate
both the factual undcrpinnings and the legal basis for the allegations,

2. The Committee's formet treasurer and present accountant, Scott McKenzie, is
diverted from his efforts on behalf of the Committee by the onslanght of election-yesr
efforts for other candidates and clients.

3, Counsel for the Committee is similarly diverted from their effort becanse of
election-year efforts on behalf of other clicnts.

ATTACEMENT /
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4, The Committee's Treasurer, Ms. Angela Buchanan, has been ill and unable to tum

her full attention to this matter.

Accordingly, the Committee respectfully requests an additional 30 days to respond to the
audit. Becausc the duc date for the submussion is drawing near, we would appreciate your

prompt reply.
Sincerely,
Jolm C. Martin

cc: The Hoporshle Angela Buchanan

ATTACEMERT




PATTON BOGGS, L.L.P.
2550 M STREET. N.W.
WASHINGTON, D.C. 20037-1350
(202} 457-6000

Fatsmue {2021 457-638 WRITER' S DIRECT DAy,

(202) 457-6032
March 31. 1995
Via Messenger

Mr. Joseph Stoltz

Audit Division

Federal Election Commission
999 E Street, N W,
Washington. D.C. 20463

Re:  Buchanan for President/Repayment

DearJoe: T e

Per our conversation, I enclose a check in the amount of the $ 67.157.00 on behalf of
Buchanan for President, Inc. This sum represents payment of the amounts that the Committee
conceded in its Response to the Final Audit. If you have questions concerning the payment,
please contact me.

Thank vou again for your continuing courtesy.
Sincerely,

e

John C. Martin

cc: The Honorable Angela Buchanan
Mr. Scott Mackenzie
Ms. Jane Whang (via messenger)



FEDERAL ELECTION COMMISSION

WASHINGTON DO 2041

April 4, 1985

RECEIPT FTROM THE
UNITED STATES DEPARTMENT OF TREASURY
FOR A REPAYMENT OF
1992 PRESIDENTIAL PRIMARY MATCHING FUNDS
AND A PAYMENT TO
THE GENERAL FUND OF THE U. S. TREASURY

ey Received on APRIL 4, 1995 , from the Federal Election Commission
(by hand delivery), a check drawn on Nations Bank of D. C.
- (Check #032332) in the amount o0f-$67,157. The check represents a
partial payment/repayment from Buchanan for President, Inc.
. representing prohibited contributions ($8,166), excessive
B —wcentrlbutxonsm(53 158), stale dated checks (s200) and non
) gualified campaign expenses ($5,032) o T e e

e The payment/repayment should be deposited as follows:
Matching Payment Account $ 5,032

- General Pund of the U. S. Treasury 62,125

. $67,157

~.

s Presented by: Received by:

COQMJPQ/ A f)m

for the for the
Federal Election Commission United States Treasury




WASHINGTON D0 M8l

April 4,

MEMORANDUM

TO: THE COMMISS

THROUGH: JOHN C. SUKINA
STAFF DIRECT

FROM: ROBERT J. COSTA
ASSISTANT STAFF DI TOR

AUDIT DIVISIOﬁ

i

SUBJECT: REPAYMENT OF {$67,157 RECEIVED FROM BUCHANAN FOR

PRESIDENT, IHC.

check received from Buchanan for President, Inc. (the
Committee). The check represents a partial repayment of the
amount recommended in the Committee's final audit report.
breakdown of the components of the repayment is contained in the

attached receipt to the U.S. Treasury

Attached is a copy of the check, the letter which
accompanied the repayment, and the receipt showing delivery to

the Department of Treasury.

Should you have any questions regarding the repayment

please contact Ray Lisi at 219-3720.

Attachments as stated

Ceenrating the Commussion s 20th Annnersan

YESTERDAY TODAY AND TOMORRO
OEMCATED TO KEEPING THE PUBLIC INFORMED

FEDERAL ELECTION CON‘IMIS@EQ?S

e ,Th;gm;ggggmationai memorandum is to advise you of a $67,157
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