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estimate.

categories.

of cost is based upon the Commission's conclusion that out

fairness

how many of ~hese matches were

today. What is relevant, I think, is fairne~s

to committees -- committees who are concluding their

business and who have limited junds.

The Commission should certainly get back all

matching funds that are not appropriately -- that were not

appropriately given to the committee. We don't deny that.

If there was a full audit, and we were able to

determine exactly how much

improper, then it would be clear to us exactly how much

money we had to repay, but I don't think that the Commission

repay what we're confident the. Committee owes, and what

we're confident the Committee owes is the lower end of this

range. We know that it must owe at leaat that.

If we use t~t, then we will reduce the repayment

to $38,174, using the lower bound of the FEC's error rate

should estimate how much we should repay.

I think it should say we .want the Committee to

have presented obviously -- they really fall into two

Finally, I want to talk about what we consider

errors in the calculation of the error rate. The error rate

of its sample, 31 errors were identified.

one of the Commission -- the documents that we
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Cacegory 1 is, Che Commission senc ouc wriccen

forms·Co individuals co survey them and ask them questions

about the reattribuciona Chac ..chey had indicated had been

made or were appropriate to make.

Then, when these forms came back, a number of

these people -- approximately, I think, nine of them

indicated that they had actually given cash to the

contributor, and therefore, in their view, the reattr1bution

was appropriate.

They said, "Well, we gave chem money," not before

the contribution was mad., but when th. reattribution waa

made.

Now, the audit"staff has concluded that that's a

violation -- that that'. an error -- that that'. not an ..

appropriat. reattribution, and it has asked ua to

demonstrate all sorta. of tiUngs·in order to conclude that

that is appropriate, but with all due respect, I don't see

why that's not appropriate.

It'. not a contribution in the name· of another

because the reattributee is taking responsibility for this

contribution.

It is not a cash contribution, because the money

is being presented to the Commission in the form of a check.

Its only violation is that it doesn't fall neatly into some

category that has previously been recognized as appropriate.
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2 error rate of about several thousands of dollars. So, one

3 of our concerns, here, is that. there are a number of points

4 here where the Commission has made a determination that

5 things are errors which we frankly don't believe are errors.

6 Now, if you took all of the individuals, who we

7 believe are -- reattributions are proper, and where the

8 Commission or the audit staff disagrees, there is a

9 reduction in the error rate to approximately 6.79', and a

10 reduction in the amount of the repayment determination by

11 $18,000.

12 That lrIClu.ld be "as"u.ming &11 of the other objections

13 that: I' Va made to the survey are are- diemssed by the

14 Commission. So, we're not -- we're talking about some-

15 significant concerna here.

16 In addition, and I reiterate, some of the

17 arguments we have made in our written presentation about

18 specific individuals on which the audit staff has responded

19 to are arguments which flow out of the survey process -- and

20 particularly the oral follow-up to the survey process that"

21 the commission used.

22 It sent-people out to ask people questions without

23 apparently -- and I'm going to say apparently because we've

24 asked for documents that haven't been produced -- apparently

25 any guidance as to what they were to say to these people.
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conclusions.

Then those people came back and apparently reported their

results.

to put it of how these responses or how these conversations

were conducted.

there'~ no paper trail, X guess, is the waythere are no

have biased the responses that are coming back to you.

We, as a Committee, have no way of knowing whether

those responses were biased or not. We dOR't have any --

That: !nay be an appr~riate investigation, but it's

not an appropriate sampling approach. So, when you have

asked these questions there's a high possibility that you

Now, I don't disagree that the Commi••ion -_. if ·it

was doing a full audit --·could go out and inveatigat& thee.

rnatters, because that's what a full audit i. about, but I do

object to the. idea that they have decided to avoid a full

audit and the burdens that it would place on them by using

ehe sampling method, but not following the rule.. that govern

this method of creating evidentiary base for their

so, for thase various reasons we think that the

repayment determination -- the Commission should vote to

no repayment i. required, or that there i. significant

reductions in that repayment that would be required.

Now, to the extent I can, I will respond to

questions. We do not have our expert here, and the reason

Heritage Reporting Corporation
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is that our expert is in California. and we are a deficit

comm4ttee, and there's juSt no way we can afford that -- to

fly him in on the expectation.pr the possibility that there

will be a question and on the good possibility that I will

not be able to respond to, but he is available and will be

available to answer any of your questions in a written

presentation during the five-day follow-up.

Of course, if there is some need for him to be

examined, we would be ~repared to make him available in some

method ether than appearance, if po.aible -- that is, video

or teleconference, or something along those lines, because

this is ~- this is something that f+OW8 out of two issues.

When we .tarted'thi. -- and I'll be hon.at with

the Commission -- when we started on thia road, there was a

strong belief on the part of a number of people that we

should not make, an Obj~ction to this, becaue. it was just. .

too expensive to object, because we would need a statistical

expert on it.

But I think the Committee ultimately concluded

that we did need to make an objection, not only because of

our need to avoid a repayment determination, but also our

need to make sure that the law on this issue developed

appropriately.

I think that that's a problem here, and I think

that this type of approach is one that's very difficult for
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campaigns to respond to, and we thought that, what the hell,

We'r~ in a deficit position, anyway.

CHAIRMAN WOLD: Wha~'s a few more dollars?

~R. DUFFY: What's a few more dollars? Thank you

so much.

CHAIRMAN WOLD: Mr. Duffy, thanks very much. Your

timing is very good. It'S almost exactly 30 minutes. Thank

you. I appreciate your brevity.

We'll turn now to questions from the

Commissioners. I had one or two that I wanted to start

with.

Mr. Du~fy, in your original response to the Notice

of Repayment Determination, you made 80me issue about

whether you or the CollllDittee had been provided-with

sufficient information in which to -- as you .aid -­

thoroughly evaluate whether the sampling method was valid or

reliable.

I understand that subsequent to that time,

additional information has been provided, but what is your

position now on whether you have sufficient information?

Are you still lacking information that you think the

Commission should-have provided to you, or where are we on

that? Is that presently an issue?

MR. DUFFY: Yes. If you'll just let me pause for

a minute to consult the actual brains behind the operation.
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1 (Counsel confers with Ms. Rivens.)

2 Let me just say that ini~ially we requested

3 information, and we did not g~~ the information we thought

4 we needed. Subsequently, I think we were able co pinpoint

5 the information becter after we got our expert on board.

6 He was able to ask for more defined documents.

9 don't have a computer/model that would allow us to get a

10 better understanding of how the Commission has actually

Then we did get many of those documents. We still don't7

8 have I'm told by my associate, Ms. Rivens we still

11 conducted this survey.

12 Of course, we have not gotten any material about

13 the follow-up telephone calls.

14 CHAIRMAN WOLD: I understand. I should have

15 qualified that. I understand you don't have that.

16 MR. DUFFY: .We, again," the extent to" -- the more

17 information we have about how the audit staff has conducted

18 this, the easier it is for our statistician to examine the

19 issues.

20 So, I understand that we still have a need for a

21 model or a base which would provide us with a way of

22 CHAIRMAN WOLD: -- of how the sample was selected?

23 MR. DUFFY: Yeah, right. Is that the oh. I'm

24 told that what is needed is a manual of how the computer

25 program actually runs and some explanation of how the
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computer program actually works that -- that selected their

sample.

CHAIRMAN WOLD: All .~ight. Thank you. And did

4 the Committee make any effort itself to contact these people

5 that were selected and were subject to the investigation by

6 the Commission?

9 reason for that is, that we -- when the Commission started

8 the audit, and we did not do that after the audit. The

7 MR ..DUFFY, We did not. We did not do that before

10 out on this, we received telephone calls from people who

11

12

were being contacted.

We attempted to ~void talking to them about this.

13 In fact, we wouldn't talk"to them about it. The reason that

14 we wouldn't talk to them about it is, we did not want to .

lS bias their answers that they were going to be giving;

16 We didn't want people to say to us, "Look. What

17 should we answer on this form?" because we thought that

18 would be inappropriate either because the Commission was

19 doing an investigation, or the Commission was doing the

20 sample.

21 In either case, it wouldn't have been appropriate

22 for us to intervene and give assistance to these

23 individuals. We wanted them to answer -- and in many cases

24 if you -- focus on -- the Committee's point of view, we sent

25 out material to these individuals in the first instance
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because to be honest with you, theY'.e tired, exhausted,

wricten requests which they signed indicating that the

situation -- the factual situation was such that

reattribution was appropriate ..

We asked them if this was the factual -- and they

came back and said. yes, it is. So, we_had information from

them which was positive. We assumed that w~ would be better

off if they answered these things without prompting or

interference by us, which COUld, frankly, be indicated to be
.
a biasing of whatever,their answers were.

After, we didn't want to call them, either,

hostile. All- r-ight?

And the idea that' we would go to them and get

competing documents from them -- that is, documents which'.

basically said, "I didn't say that to the FEC· -- I was not

planning to touch that.. and my client was not pJ,.anning to do

that because it was not worth, frankly, the

-- the candle.

It was just going to be a situation where they

were going to be dragged into a contest, and we didn't want

to do that.

CHAIRMAN WOLD: I can understand there would be

good reasons either to do it or not to do it -- some

arguments on both sides of that question.

I just wanted to be clear on what the sources of
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information are that we have to go on here, and whether

if there was new information chat you had obtained, I wanted

to have that clearly identifie~. If there'S not, that's

fine. Then we go on with what we do have here.

Thank you. Mr. Thomas?

COMMISSIONER THOMAS: Thank you, Mr. Chairman.

Well, welcome again. Here we go. I wanted to, first of

all, to inform you that the face that you didn't bring what

you're describing as your expert doesn't suggest to us thae

we don't have an expert in front of u•.

You are an expert in the area of campaign finance

and ~e want to· a.s:knowledge that. I .rec:al1 going back .inany,
. .

many years on one of the early Reagan committee audits with

you when I wa. that 12-year-old in the Office of General

- Counsel. Ron Robertson, and you, and Bd Weinfeld, and I and

some others, we had some long go-arounda about what to do

about what looked like excessive contributions.

So, you hung in there all those year. a. have I.

MR~ DOFPY: Reasonable people can draw their own

conclusion of our sanity.

CHAIRMAN WOLD: We've had those questions arise.

(Laughter. )

COMMISSIONER THOMAS: Well, I was just kind of

curious where your argument takes us in a sense that you

don't much care for the sampling approach that we applied.
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You would have, ! guess, felt more ccnfident in

28

2 the results, if we had done a 100% review of these

3 transactions, but I'm sure you. appreciate that from Our

4 perspective that puts everyone in a rather awkward situation

5 because if we were to go out and actually investigate each

6 one of these contributions that appears to involve

8 into an awful lot of people's business and'while it might

10 sense than using some statistical sampling. It presents us

11 with an unacceptable approach in 80me areae, because it does

7

9

l2

13

reattribution that would have us as the government getting

turn out to be accurate in some sense, more certain in some

put us in the bUBine•• of asking hupdreds, perhaps,
.'

thousands perhaps, of donors about som~ rather ancient

14 transaction.

15 So, if. we were to somehow buy your advice that

16 100% analysis would ~ better and we're to decide that we

17 want to go back now, and talk to each and every one of these

18 donors, and all the reattributees, would we still find

19 ourselves being challenged by you for having changed course

20 this late in tha process?

21 MR. DUFFY: Well, I'm certainly not going to wai'le

22 any statute of limitations argument that I could possibly

23 create.

24 So, if you're talking about that as a challenge,

25 then I'm not prepared now to say no, but if you're talking
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abou~ whe~her I would challenge it because of the method, I

would say that I would not challenge it because of the

method.
."

I mean, your -- obviously, as part of your duties

to ensure compliance with the Federal Election Campaign Act

of 1971 as amended, you have to ask people questions that

they may not want to answer and that they may be reluctant

to answer.

That's part,t:Jf your obligation. It may be

inconvenient for them to answer them, but the opposite of

that is to not do anything, to not audit the.e issues or to

address these is.ue. in some other fashion in termB of an

analysis when you're giving people money.

In other words, what you're saying -- what the

Commission is really saying here, is that reattributions

fall into a number of categories;

Some are obvious on their face as being proper or

likely to be proper -- husbands and wives who have the same

bank account even 1£ they don't have- the- same names.

When you start deviating from husbands and wives

with the same joint bank account, then you get into these

other areas of complication.

The Commission, in its initial analysis, did not

raise any issue about these other types of reattributions.

That would be one method of dealing with it.
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You could say whoa. These are a p=oblem and have

to be treated differently then other reattributions. You

could say we won't have any r~ttributions of this sort.

You could do all of these things by rulemaking.

Or you could do nothing, assuming that the problem

was not sufficient or that there were countervailing reasons

for you not to audit. But what has been done here is that

you created a survey process which basically is opaque.

I mean, it c~n't be. penetrated except with the

greatest difficulty by committees. There'S no -- it's not

transparent.

There's no basi$.-- there's no record of, how you

reached the conclusion that surveys were appropriate here,

or how, or what standards you'll apply to these surveys, or

- how these surveys will be conducted.

That's all something that you have decided -- that

the audit staff has decided in camera. I don't think that's

appropriate.

I think that what has to happen here -- and when

you use a survey process, remember what you're doing.

You're creating, as the courts have said repeatedly, a body

of evidence, which in order to be relied on must be -- in

order for the survey process to be relied on as evidence, it

must be conducted in a scientifically valid fashion to avoid

inaccuracies in the responses to the audit inquiry.
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We either have to do that analysis up front, that

2 is, have a process which we all agree to initially, and then

3 we go ahead with it -- that's pow you would do that by

4 rulemaking -- or we have to pick apart these things each

5 time they come out, and that's a labor-intensive issue.

6

7

8

We don't know how they're done. We have to obtain

that by inductive reasoning from the documents we receive,

and it's very expensive to have experts come in and look at

9 the survey, and say it/shouldn't be done that way.

10

11

12

So, I don't think you can say we have an audit

obligation. It's too much of a prob~em to do the audit, so
-

we'll just: guess, and then we'll tel;!. you to pay that'amount

13 of money.

14 Then, you have a choice -- you, the Committee.

15 - You can either get up on your high horse, spend a bunch of

16 money, and attack the ~urvey -- hey, that's the type of

17 people I represent -- or you can say, "Hey. The hell with

18 this. Pay the 66,000 and let's get this thing closed down."

19 We don't want to do that. It would be a prudent

20 course, but. we're not going to do that because we think that

21 would be wrong. We don't think it's correct to do that.

22 We don't think you can estimate -- we don't think

23 the law allows you to estimate how much we owe. You have to

24 prove how much we owe.

25 COMMISSIONER THOMAS: By that, you're not saying
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we can't use the statistical sample that you give, if we

were to satisfy all the standards you --

MR. DUFFY: I'm not saying that. I mean, the

courts have said that there are -- there is a situation

there are situations where statistical sampling is

appropriate.

I'm saying that, one, this isn't an appropriate

situation because the universe that you would have to

actually send survey ~rms to, or you would have to contact

in some fashion, was only 1,000 people.

COMMISSIONER THOMAS: Could you explain that? I

want to make that distinction. We're talking about the

population being over 7,000. You've mentioned that it may be

in the 1,000 range.

MR. DUFFY: Right. We have - - maybe a - - let me

just get up here.

CHAIRMAN WOLD: Excuse me, Mr. Duffy. Let me ask

our Commission Secretary, is that microphone over there

live, do you know, at the podium?

COMMISSION SECRETARY: Yes.

CHAIRMAN WOLD: The one at the podium? Mr. Duffy?

MR. DUFFY: Yes?

CHAIRMAN WOLD: If you could use -- would it be

possible for you to use that microphone at the podium there?

MR. DUFFY: I think I can explain this without a
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Commission, all right? That's page 26 of 29. You can see

I. mean, it looked at the matchable contributions,

demonstration. Let's see if I Can, okay?

what we have here is,What I've done here is

if you look on -- this is the oral hearing document

and excluded certain contributions from the sample

suggesting that those contributions, because they were

betwe~n husbands--- they were on accounts that their --

the Commission has a signific~nt number of contributions

that have been matched -- 7,220. All right?

Then it took a sample, which we don't think is

representative, but it's a sample of 324. Then it looked at

those -- that sample of 324, and started throwing out

contributions as being okay.

husband and wife accounts; or they were reattributions

between a husband and wife, whatever. They weren't going to

their

do anything further on those.

They were saying that from their point of view,

those were okay. So, they got themselves down.- and then

that was submitted to you -- Agenda Item -- right.

Attachment 1 to the Staff's Memorandum to the

what they did.

They started out with a population. They sampled,

they eliminated things from the population, they added an

additional sample, they eliminated from that sample, they
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1 got down to "Toeal Errors from the Initial Review'; -- out of

2 47, which is 15% of where they started. Those are the

3 people they actually sent su~ey forms to.

4 So, what I'm saying is, you can do the same thing

5 with 7,220. I mean, you get rid of 85\ of that, and that's

6 where I get· my 1,000 figure.

7 You could look at them in in your office and

8

9

say, "No, these are okay. These are okay," and you only

have 1,000 where the reattributions are not the type of

10 reattributions that one would consider to be clearly

•

11

12

13

appropriate.

So, in that situation, I think then you would send

out a questionnaire or some device to all of them as part of

14 your investigation, and say, what's the issue here? You

15 might find some people respond, and some people not respond,

16 and I mean, you conduct investigations like this all the

17 time where -- it may not have to do with reattribution, it

18 has to do with some serious violations of law, but you do an

19 investigation, and from that investigation you decide

20 whether or not there's a problem. Then you proceed on that.

21 That's what I mean by full audit. You come up

22 with these answers by tracking down the issues, and

23 resolving them in your own mind, and then presenting that

24 evidence for the Committee to rebut, but you have concluded

25 based on the evidence in your own mind that the Committee
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1 has done something wrong or that something wrong-has been

2 done.

3 Okay? Whether it's the Committee'S fault or the-

4 people reattributing it, someone has done it wrong. That is

5 an appropriate investigation, but you've sent out samples,

6 you've followed up.

7 You haven't you're using a method which is

8 easier for you. I don't deny that, but it's not valid.

9 You're not doing it in,a valid way, and I don'~ think it'S

10 appropriate because in my view, when you want money back

11 from somebody, you have to show that that money has been

12 inapp~opriatelygiven to tpem.

13 I think we deserve to have that laid out for us in

14 cases where it can be. Now, the cases that have been cited

lS by the audit staff and the Office of the General Counsel are

16 cases where there'S 30,000 items "a month.

17 So, obviously, that's impossible to survey. We

18 all agree with that. That's not the case, here.

19

20

21

COMMISSIONER THOMAS: Thanks. If I could just -­

CHAIRMAN WOLD: Certainly . GO ahead.

COMMISSIONER THOMAS: -- as to sort of the

22 practical aspect of this, inquire from either one of you,

23 Ms. Buchanan you probably have a better sense for it in some

24 way, what was going on at the campaign in terms of giving

25 advice to donors about the option of reattribution?
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1 It's kind of unclear to me whether there was some

2 . sort of standard advice that was given to donors where a

3 contribution had come in, and where there was a possibility~

4 perhaps, of reattributing some of what appeared to be

5 otherwise excessive contributions.

6

7

MR. DUFFY: Let me tell you what I learned because

I asked that question when this came up, ~~d they told me

8 that they basically sent things out to people -. forms out

9

10

to people.

They inquired whether there was -- that when

11 contributions came in that were thoug~t to be matchable

12 or not matchable_-- were thought to·be potentially

13 reattributable, forms were sent out.

14 Then those forms were returned. If people asked

15 questions about them, basically they were referred to the

16 it was told to me tha~ the form was -- they were referred

17 back to the form, and the lan~~age that appeared on the form

18 was -- that was used as part of the explanation of

19 matchability.

20 Now, no one provided me with a script of the --

21 not unlike the Commission on the other side of the coin

22 here. That campai~ did not have a script as to what it

23 allowed -- how these requests for further information were

24 to be answered.

25 Some people didn't ask questions. They got the
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1 form or they got the letter suggesting that -- asking if

2 this was potentially -- asking if this contribution was, in

3 fact, suitable for reattribut~on, and they said yes, and

4 sent it in.

5 They didn't call us. They didn't ask a question.

6 They just sent it in. If questions were asked, I was told

7

8

9

10

11

12

.
that they followed the form -- simply reiterated what the

standards were on the form.

I'm not sure who received these calls, and my

understanding -- I don't believe, and I don't know that

there was an actual mechanism set up for making sure that'

people said .. - "gave correct answers ..

13 So, I can't say'that because I don't we haven't

14 found any documents that would suggest that there was a

15 script, or that.people said, whenever questions are asked,

16 say the following, or probe into it, or whatever.

17 I'm not suggesting that I guess the question

18 here is, the Committee feels that it sent out requests to

19 intelligent people that asked questions that were ~- the

20 questions. we were supposed to ask under the guidance of FEC

21 regulations, and their answers were something that we could

22 rely on.

23

24

CHAIRMAN WOLD: Ms. Buchanan?

MS. BUCHANAN: What I can add to that is that the

25 -- the letters were sent as -- there was a computer with all
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1 the information in it, when the contribution came in. I'm

2 sorry? This is the right mike -_

3

4

CHAIfu~ WOLD: Try to speak into those.

MS. BUCHANAN: All right. I'~ sorry. When the

5 contributions came in and they were put into a computer,

6 there was a code given of some type at some stage, which

7 would indicate that this would be a potential reattribution

8 contribution.

9 Then, twice ~ month or so or whatever it was that

10 was determined, these letters just went out en masse. This

11 was not a, "Call up the contributor. 'What do you think? '

12 Could you contribute this?"

13 So, they just went out automa~ically, and then the

14 people sent them in. When We became aware of the prOblem, I

15 asked John personally to talk to different people on the

16 staff. These were people tha~ were on the Treasury staff,

17 so they did not work directly for me.

18 There was nothing that came back to him, I don't

19 believe -- certainly, not to me -- that would indicate

20 anything other than reaffirming what was on these forms.

21 That's the best knowledge that we have.

22 one other thing is, when we were -- when this

23 first came to us, I called John and asked if we should -- we

24 had a lot of phone calls from people who had received these

25 letters from you all -- as to what to do, and how should we
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. answer this and all, and his words for me is, you don't do

anything unless you wish to interfere in a Federal

investigation.

! said, "I understand, sir," and that was the end

of that. So, that is why we just didn't touch it. We

haven't talked to anybody, and I specifically instructed

everyone.

Of course, at the time we didn't pave an active

staff -- the people wh~ might get theBe calls -- to direct

them to one fellow, who was an attorney, who was working on

the helping someone to direct all calls to him that he

was to somehow just explai~ to them to do what you think is

right to fill it out honestly or whatever, and then to

give -- if there's any further questions, just send them to

Mr. Duffy.

So, we really haven't had anything to do with

these contributors. So,! don't really know what they would

have said as to, "This is what you said, first, or second,

or anything." I just don't know.

~. DUFFY: Right. We didn' t, as I explained

before, I didn't represent the Committee during the election

campaign. ! restrict my representation of Committee to the

maximum extent possible to the post-election period.

Having served once as a campaign counsel, I

decided that that was the fastest way to Federal prison I
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could imagine, and I decided to avoid it.

So, I only take campaigns in the post-election

period, so I had -- when I wa~ contacted by Ms. Buchanan

about these concerns, they derived from the FEC

investigation, okay?

I advised as she said. I told her that it's an

investigation, and when there'S an investigation ongoing,

you don't sit around crying to nobble the witnesses. That's

not the way you do it. ,

So, we didn't contact -- people contacted us, and

in fact in one case, people contacted us and demanded that

we refund their' oontribution, and th~ Committee was

concerned "about their concerns.

They were -- we attempted to explain ~o them the

situation, but they wanted their contribution back, and so

we gave it to them, and that brings me to another point.

I don't be~ieve that there -- there's something in

the document that has been supplied to you by the General

Counsel and the audit staff that on that issue, that

contribution was not matchable once the party asked for it

to be refunded, and I don't agree with that.

I mean, ~he question of whether a person has

donative intent or not has to take place when the donation

is made, and the Commission has been rigid on that else all

hell will break loose.
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2 . people would like their money back,_okay? And they call up.

3 That doesn't mean you can -- ~ou have to give them their

4 money back.

5 Once we give them their money back, I don't

6 disagree that the matching funds have to follow, but when we

7

8

9

10

11

12

13

14

-- just the mere fact that they've asked for it does not

negate their donative intent, and does not undercut the

appropriateness of matc~ing funds.

CHAIRMAN WOLD: Thank you. Commissioner Thomas?

COMMISSIONER THOMAS: No, that's fine.

CHA:IRMAN WOLD:· Okay. Thank you. CommJ.Bsioner

Mason?

COMMISSIONER MASON: Thank you. Just as a matter

15 - of record, the form you were referring to that requested the

16 reattributions, do we have that somewhere? Have we seen

17 that?

18

19

CHAIRMAN WOLD: Me. Thomas?

MS. THOMAS: Yes. In the agenda document,

20 attachment 1, page 19 to 29, there'S a copy of the letter

21 that the Committee sent to contributors asking whether or

22 not their contribution couldn't be attributed to someone

23 else.

24 Adjacent to that page is a copy of the form that

25 is returned by the contributor in which the reattributors
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and the original ~ontributor signed stating thac these are

reattributed contributions.

COMMISSIONER MASON: . Is that page to the left?

MS. THOMAS: The form is page 18.

COMMISSIONER MASON: Page 18 -- that's the

Buchanan committee form.

MR. DUFFY: Okay. Wait a minute.

COMMISSIONER MASON: Mr. Duffy, you're making a

lot of arguments in th~ alternative, here. I'll sort that

out later. I just want to make sure we had it, and ask for

it if we didn't.

You're-making a lot of al~ernative -- arguments in

the alternative here, and I understand why and'what you're

doing, but it bothers me a little bit in terms of the

process, because one of the things that Commissioner Thomas

was asking about and that is, we've had a lot of discussions

about when, under what circumstances, and what reasons we're

going to contact donors.

I think the Commission has been rightly reluctant

to contact donors without some specific need to do so. So,

when you say, well, we think it would be better to contact

them all, and yet ~ou've described to us the state of

confusion, the difficulty we're dealing hera with the year

or two at a minimum after the donations would have been

made, people who were -- even at the several-hundred-dollar
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level -- relaCively small donors, and of course, a lot of

them are alarmed and bothered at having a federal agency

contact them.

They call you. At least one of them wants their

money back. These are the kinds of rea~ons that! think

drove us to the decision that, no, we didn'~ want to call

all 7,000 or all thousand, and I hope you realize that.

I understand your questions about how the sample

was put together and so on like that, but if you're going to

argue that the only way we ought properly to do this is to

contact everybody, I'm just not sure I can get there, no~

because we might not authority to do it, but because I think

the consequences for the campaigns involved, and for the

donors are -- it would need to be thrown into the balance

somewhere.

If you have ,a reaction'to that, I'd be happy to

hear it.

MR. DUFFY: Well, I don't -- I understand that -­

that this i8 a difficult policy decision for you. I mean,

I'm sympathetic to the idea that being contacted by a

federal agency because you've made a campaign contribution

has a certain chilling effect on the exercise of your First

Amendment rights.

r think you were wise and to be commended for your

sensitivity to that. I'm not sure that the alternative is
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to create a method of estimating the possibility ~hat there

are errors here.

! haven't given much thought to alternatives, but-

it seems to me that in a situation where what you have

initially done in a situation like this, we may have to fall

back on some method of examining these contributions. as !

said before, at the initial stage, when matching funds are

being given out. and giving greater guidance to the

committees as to what sort of evidence is going to be

required to give the Commission sufficient confidence so

that it does not have to look at these things in the audit

process.

In other words," you have two mechanisms for doing

it -- one is to do it up front, and the other is to do it at

- the audit process. I think you were wise to say, gee,

calling these people is just wrong, it's the wrong thing to

do. But then that moves me to the front of the process, not

-. to say, well, let's think about how we can view this up

front.

COMMISSIONER ~ASON: But if we tell you at the

front of the process that you have to wait another two or

three months to get your matching funds because you haven't

given us enough information in the initial submission, I

know we'll get screams about that as well.

MR. DUFFY: One of the joys of not being in a

Heritage Reporting corporation
(202) 628-4888



1

2

3

4

5

6

tJJ
7

~L

8.,
,,",,'~~

~L
9d

I :~: 10kn

f'""!: 11'l:l:::;

::

12
Ci

13

riJ
14

lS

16

17

18

19

20

21

22

23

24

25

45

federal agency is we get to scream, and I know because I've

served in the Federal Government that you never do it right
-

from the point of view of the group that you're regula.tir,g _

no matter how much you try to de it, so.

COMMISSIONER MASON: Thank you. Let me move to

another question here. You were talking about the telephone

sur~ey follow-up.

MR. DUFFY: Right.

COMMISSIONER MASON: And I understand your bias

concerns about that, but looking at the sample attachment

attachment 1, page 26 of 29, there's.an indication that

follow-up phone surveys were made to only two -- if I read

it properly, it's at the.very bottom of that page -- of the

31 or 47, I suppose, that were cou.~ted aa errors, and I want

to see if that is accurate.

I mean, while I understa.~d your obj ections as to

phone surveys, if we're only talking about two follow-up

phone calls haVing been made, it seems that that ends up

being a not particularly substantial issue given the facts

here.

MR. DUFFY: Just a second.

(Counsel confers with Ms. Rivens.)

No, I don't -- I understand that that's correct,

although I-- well, I was under the impression that there

were a larger number of phone calls in order to get
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1 clarification of certain issues.

2 So, I'm not sure I understand this the way you

8 So, I'm afraid I can't fully respond to that

10 staff of the phone calls they made throughout this process,

11 although I believe they did identify ;he -- either in their

12 document or to us -- the phone calls. that they maae, and the

13 people that were eonsidered to be errors.

3 understand it, but each of these -- each time you make a

4 follow-up phone call, you have a problem with biasing that

5 portion of the sample, and each portion of the sample,

6 because it ·is being multiplied by a very large number in the

7 universe, can introduc~ a considerable error.

we have n~t received a complete list from thebecause I9

14 MR. DUFFY: Is that right? That's right. That's

15 right.

16 MS. RlVENS: . That's right.

17 CHAIRMAN WOLD: Go ahead.

18 COMMISSIONER MASON: Well, I wanted to move to

19 another topic, and that is on the issue of reattributions

20 when cash was given.

21 I guess I follow your legal argument as to why it

22 was, shall we say, not illegal. As a policy matter, maybe

23 it ought to be. I mean, this seems to me if we are blessing

24 a situation in which people are encouraged -- one person is

25 encouraged to write a check to a presidential campaign, and
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1 then collect cash from ocher people, and send in things

2 after the fact, we're just getting into an area that I can

3 see lots of problems arising ~rom.

4 I understand chat it doesn't appear the campaign

5 encouraged chat or anything, but looking at the survey

6 results or responses, I don't want to -- no matter what we

7

8

do, I don't want to get into a situation where the

Commission says that's a good way of doing business, or even

9 perhaps a legal way of/doing business.

11 lOOt, okay? I think that the -- and I have told the

10

12

MR. DUFFY: I embrace your idea. I agree with you

-
Committee that i~ they want my recommendation, they should

13 not seek matching funds for reattributions that are not, in

14 fact, between husbands and wives, who can be allsumed to have

15 a joint account.

16 And this ide~ of seeking reattributions from other

.17 people who have other accounts or potentially other accounts

18 or whatever, is fraught with danger to not be permitted,

19 okay?

20 Certainly, it should not be engaged in by the

21 campaign. My view is that it shouldn't be permitted by the

22 Federal Election Commission, but that wasn't the situation

23 in 1996, when this is being conducted.

24 As you know, being people involved with politics,

25 in a campaign every effort is made to try to act as
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1 aggressively as you can within the bounds of the law. So, I

2 am in full agreement with you on that.

3 CHAIRY~ WOLD: Thank you. Commissioner

4 Sandstrom, do you have questions?

5 COMMISSIONER SANDSTROM: Thank you. Eventually,

6 1 ' m eventually going to follow up on that last poiat, and

13 shepherdized those cases,' I never see that as the standard.

8 just to question about your -- in the stat~ment you made

9 today on your first point about the use of sampling.

::

•

7

10

12

14

what the state of law was in 1996. Before that, I wanted

You said this has only been endorsed in extreme

cases. I understand that might be a little hyperbole on

your part, becau~e I -- in looking at che cases cited having

It's only in the extreme cases.

15 With respect to the constitutional challenge, let

16 me ask, do you know of. any federally reported case that's

17 found the use of the statistics -- statistical study the

18 one valid and reliable, leaving that question aside, in

19 which the court determined that it was a violation of due

20 process?

21 MR. DUFFY: I think we can say that we haven't

22 found any case that says that statistical samples, if

23 properly done, are not appropriate evidence in a federal

24 case.

25 When I was summarizing the case law as I
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1 understood ie, I think I was extrapolating from the size of

2 the samples in those cases, and while the case may not have

3 said that it was extreme, the.size of the samples that we

4 have seen in these cases are large.

5 If you have seen small samples the size of a

6 thousand

7 COMMISSIONER SANDSTROM: Let me ask, was there any

8 case ·in which the size of the sample -- and it was

9 statistically reliable~-- was the basis for any federal

10 court decision you relied upon?

11

12

13

MR. DUFFY: No, not for -- not a federal court

decision, no.

COMMISSIONER SANDSTROM: It seems to me that most

14 of the cases, in fact, tend to endorse and particularly

lS relieves -- administrative agency a major burden, which may

16 be a cos.t burden, it may be a burden that it would be

17 imposing on the regulated community on the way of this sort

18 of question.

19 So, I can understand the second part aspect with

20 respect to whether this particular sample is reliable or

21 not. So, I think that's a separate and distinct argument.

22 The Charter Air, which is the tax case you relied

23 upon, and you referred to there being many cases of this

24 character. Now, let me aSK, Charter Air, which was in

25 Supreme Court in New York -- which isn't even Supreme in New
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in that case as I understood the case, the taxpayer

in his possession -- all of the evidence

3 necessary to establish his ta~ liability.

4 Can you tell us today that you have, in your

5 possession, all the information to esta~ish that these

6 contributions were properly reattributed?

7 MR. DUFFY: Well, what the -- I don't -- what the

8 taxpayer had was, he had his records, and we have records,

9 too. We've given them-to the Federal Election Commission.

10

11

12

13

14

They are these statements which were signed by

individuals indicating that these reattributions were

proper. so, like the taxpayer in Charter Air, we have" the

records shoWing affirmatively that these individuals think

that these reattributions are factually correct.

15 Now, what the FEe is doing is creating rebuttal

16 evidence to that.

17 COMMISSIONER SANDSTROM: And with respect to our

18 rebuttal, you don't have, in your possession, conclusive

19 evidence with respect to that.

20 Let me ask you about the Regulation for a moment

21 9,034.2.

22

23

MR. DUFFY: Yes?

COMMISSIONER SANDSTROM: This lists all the

24 contributions, as I understand, that are matchable? Is that

25 your understanding?

Heritage Reporting Corporation
(202) 628-4888



1 MR. DUFFY: Right. It gives guidance as to

51

2 match~ble contributions.

3 COMMISSIONER SANDSTROM: And with respect to the -

4 contributions that you're referring to that should have not

S been -- you claim were properly reattributed, do you know

6 under which section of this regulation that it would be

7

1

-
properly reattributed?

MR. DUFFY: Well, we are talking here -- I believe

2 that the committee's view of this is that 90342 (c) (1) (2) and

3 (1) -- and let's see, (1) (ii) and (2) are probably relevant.

4 MR. SANDSTROM: Okay. If -- can I refer you to,

5 (2) (e) before going into the subsections there?

6

7

MR. DUFFY: Mm-hmrD.

MR. SANDSTROM: It says, "The written instrument'
~.....'

8 - shall be payable on demand and to the order of and, of

9 course, specifically endorsed without qualifica~ion to the

10 presidential candidate or his or her authorized committee.

11 The written instrument shall contain the full name,

12 signature of the contributors, the amount, and the date of

13 the contribution and the mailing address of the

14 contributors." Then it goes on, of course, to the joint

lS account. Did these contributions meet those requirements?

16

17

MR. DUFFY: Sure.

MR. SANDSTROM: They had the name of the

18 contributors and their addresses on it?
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MR. DUFFY: Well, there's -- correct. I mean, I

think that the commission's approach to this in the past, if

I understand it is, if I have a check that's drawn on a

joint checking account, and I submit a statement from the

parties that are -- share that joint checking account, that

the written document provides support for the -- the

reattribution of the contribution.

MR. SANDSTROM: And it may be correct that the

audit staff is more generous or even the past practice of

this commission is more generous than what I think the

regulation called for. But as I understand the regulation,

that the contributions you're referr~ng to are not of the

character that fall under' (e) (1), (c) (2), or (e) (3) and that

in some cases we're talking about equitable accounts, as I

understand your testimony. And certainly, an equitable

account is not a joint. account that falls under (c) (1).

MR. DUFFY: I believe that -- oh, I'm sorry.

MR. SANDSTROM: And that -- so we're looking at

checks which, you know, do not fit, in my mind, the

regulations; So with respect to Commissioner Mason's point

of view, I think, in fact, the way we avoid these sort of

phone calls is have people comply with the regulation. And

if we are -- been generous in the past, you know, we may

want to take that into consideration. But if you have an

argument that I'm misreading the regulation, what -- it
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1 requires a matchable contribution, not that -- our gloss on

2 it or our addition to it or whether the actual language

3 employed by the regulation would make these matchable. It

4 would help me on it if you

5 MR. DUFFY: So can I -- and let me just -- if I

6 may, Commissioner, your view would be the unless my check

7 contains the full name of myself and my wife, the charming

8 Cynthia Wyatt, and our mailing address and -- that we have

9 to have that on the check in order for that check to be --

10

11 language.

12

MR. SANDSTROM: It is written in the mandatory

MR. DUFFY: Well, I

13

14

MR. SANDSTROM: 'And we understand that we may have

been, in seeking a repayment, somewhat liberal in that and

15 recognized different sort of instrument., but that comes --

16 MR. DUFFY: I think -- without trying 'to hold Ms.

17 Buchanan back here because she's about to -- her point is

18 going to be, if I can summarize it, that you have gone

19 beyond being generous. You have written the manuals and

20 instructions to campaigns that have suggested that this is

21 the way to obtain this.

22 Your matching fund manual, according to Ms.

23 Buchanan contains the very procedure, that is sending these

24 written documents and haVing them -- so I think that in

25 terms of your policy, you may be entirely correct, that this
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policy that has been adopted by the commission over time and

in - - and artic'ulated in various manuals and instructions to

candidates and committees is ~nappropriate and possibly even

illegal .

MR. SANDSTROM: That's fine, and I understand your

position there. And it may be, like I say, quite fortunate

for the committee that that's been the position. I'm just

trying to understand my -- explain my understanding of the

regulation today, and~'m not -- I'm not trying co send fear

out to all those who have been audited in the past that I

read the regulations in a way that I think would avoid the

problems thae Commissioner. Mason does.-

And -- but I think we do have a particular problem

here when we go so far as to refer to equitable ownership of

accounts and, you know, people making transfers into

accounts. And that takes the regulation in -- :1'11 have to

call upon the audit staff to probably instruct me a little

bit more about any manuals we have put out and to what

extent we wish they would rely upon a manual that seems not

in accord with our regulation with respect to matchability.

I have this concern and I think that's somewhat

Commissioner Maso~'s concern. So could the audit staff help

me in this respect?

CHAIRMAN WOLD: Ms. Thomas?

MS. THOMAS: The commission's presentation

Heritage Reporting corporation
(202) 628-4888



1

2

3

4

5

6

7

9

9
U[

10
:?=':o:,
'hi

:;: 11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

55

Guidelines for Presentation in Good Order for matching fund

submissions does provide for commit~ees to seek

reattributions of contributions by allowing the committee to

present with the contribution a separate document that

identifies the contribution by the date, the amount -- and

to attest to the fact that a portion of it is to b~

attributed to some other individual.

MR. SANDSTROM: Other than a joint tenant on the

account?

.MS. THOMAS: I don't have the document in front of

me.

MR.- SA!IDSTROM: Yeah. That - -;,. .

MS. THOMAS: I believe it says, "Has ownership of

the funds," or something like that.

MR. SANDSTROM: See, I understiUld that.

CHAIRMAN WOLO: At this point, let me suggest,

Commissioner, this might be an appropriate line of inquiry

to pursue.

MR.. SANDSTROM: Yes.

CHAIRMAN WOLD: I think you raised a good point,

but I'm not --

MR. SAND~TROM: Yeah, I just want to -- before I

pursue the questions of counsel, I want to know what our own

position was with respect to, you now, the regulation. You

know, if we allow people to do it -- the regulation
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1 contemplates where you're a joint tenant, and maybe the one

2 aspect, such as the address, was done. But I have trouble

3 where someone is not a joint tenant, and that may be just

4 clearly an internal problem that -- knowing it's this form

5 right now to work out, but at least make you aware that I

6 have some concern in that regard.

7

8

MR. DUFFY: Can I just -- Ms. Rivens haa suggested

to me, and I'm just suggesting this too. I'm not going to

9 argue it, that there's that guidance can be obtained also

10

II

12

13

14

15

from 110.1(kl of the commission'S regulations on this.

MR. SANDSTROM: Yeah. The reference to 110. (k)"

doesn't -- 110. (k) does the general attributes, but it

doesn't deal with attribution of matchable funds.

MR. DUFFY: Mm-hmm.

MR. SANDSTROM: And so I appreciate that

16 instruction, but I'll look for a 'greater instruction for my

17 audit staff on this particular point because this, to me, is

18 an important point and may be a practice that we should

19 reexamine.

20 But I do appreciate very much your time here

21 today, especially with sampling because I understand you can

22 make an argument about the reliability of our sample. The

23 question then is, do you believe our sample has introduced

24 such error that -- into this or the potential such error

25 into this that the numbers that we achieve with respect to
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1 repayment are totally unreliable within the larger mirror of

2 -- do· you have a number?

3 MR. DUFFY: Your sa~ple is completely unreliable -

4 because it is not representative of the population. That's

5 what my statistician tells me. He says_to me, "There's no

6 argument about that." He says that you cannot test on a

9 The -- if this was a representative sample, the

8 the term "non-biased mechanism for testing."

7

10

11

test like average contribution, which is -- I think he used

average contribution within the sample would have to be

close to the average contribution in the universe as a

12 whole. The average contribution, he. has told me, in the

13 universe as a whole, is $90. The average contribution in

14

lS

the sample is 155.

MR. SANDSTROM: What universe is he taking as a

~"~""

16 whole, just the ones w~ sampled or a sample of all

17 contributions.

18

19 universe.

20

21

22

MR. DUFFY: No, the whole -- 7,220. That's the

MR. SANDSTROM: But--

MR. DUFFY: That's because that --

MR. SANDSTROM: Well, let me ask this question

23 because it seems to me if we're -- some of these are being

24 attributed to more than one person, correct? Some of them

25 are like, children. Most of the universe is attributed to
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MR. DUFFY: Right.

MR. SANDSTROM: If what's introduced -- these are-

MR. DUFFY: You are -- Commissioner, you are

being attributed in many cases to more than two, then we

:wo people, the spouse and the signee.

would -- that's actually a different universe we're talking

about. And the fact that they had a different size

contribution is quite reasonable to conclude that

contributions are being attributed to more people or are

larger in character th~ those attributed just to two

people.

very kind remarks earlier on, I venture into this morass

struggling here with a statistical concept that I hope" I'm

going to be able to explain to you. Despite Ms. Thomas's

14

1

2

3

4

5

6

7

8

9

~1
10;;~>

Bli

i=;i 11

12

13
n~

r~:,

15 - only with the greatest of trepidation.

16 MR. SANDSTROM: Plus; t didn't say that you were

17 an artist.

18 MR.. DUFFY: This is the total of matchable

19 contributions, is the universe that the commission has

20 selected.

21

22

23

CHAIRMAN WOLD: The 7,220, is that right?

MR.. DUFFY: Right, 7,220. Is that right?

MS. THOMAS: Mm- hmm .

24 MR. DUFFY: All right. So I'm on board at least.

25 What -- the total amount of those that they used at --
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1 $649,000, all right. That's the universe. They talk a

2 sample of 324, okay? When you take the average contribution

3 in the 7,220, you get a $90 a~erage contribution. When you

4 cake the average here, you get 155, okay? If this was

5 representative of this

8 That meaning that there's a -- that this sample is not

9 representative. Once you make that statement, everything

10 else

6

7

11

12

13

14

MR. SANDSTROM: I understand you on that.

'MR. DUFFY: It would have to be (inaudible), okay?

is --

MR. SANDSTROM·: See, that '.S why my question .went

to -- with respect to what the universe was. Now I -­

you've clarified for me what the universe what. I thought

15 we talk about and end your argument in that respect.

16 MR. DUFFY: ~d the reason -- the reason I'm

17 making this point so vehemently is that this is how they

18 calculated our repayment. They multiplied their error rate

19 times this number.

20

21

22

23

24

25

cHAIRMAN WOLD: Times the 649,000?

MR. DUFFY: Right. Right.

CHAIRMAN WOLD: Or times the 7,220?

MR. DUFFY: Times the 649,000.

MR. SANDSTROM: All right. Chairman.

CHAIRMAN WOLD: Thank you, Commissioner Sandstrom.
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One more question, Mr. DUffy, about the universe, sir.

MR. DUFFY: Yes.

CHAIRMAN WOLD: I understand that there are 7,220

contributions in that universe.

MR. DUFFY: Mm-hmm.

CHAIRMAN WOLD: But what is that universe

comprised of? Is that --

MR. DUFFY: We only have the commissions -- what

we understand from th~ir documents is it's all contributions

that were matched. all matched contributions. (Whispering)

I'm sorry. Right. They -- I'm corrected. They define this

as all matched contributions that had some reattribution

connected to them.

CHAIRMAN WOLD: All right.

MR. DUFFY: Okay. I apologize for that.

CHAIRMAN WOLD: I just want to make sure we're on

the same track here'and have the same understanding. Thank

you. From our general counsel's office, we have our general

counsel, Lawrence Noble and two staff attorneys, Delanie

Painter and Rhonda Vosdingh. Mr. Noble, do you have any

questions, or does your office have any questions?

MR. NOBLE: There's just a couple. Good morning,

Mr. Duffy.

MR. DUFFY: Good Morning.

MR. NOBLE: Ms. Buchanan. Just to get clear
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. information that you don't have -- you say you don't have at

this point -- when we're talking about the sampling, you're

saying that you have most of the information you requested

or all the information you requested except for the manual

with regard to how the sample is selected, correct?

MR. DUFFY: May I defer to Ms. Rivens, who'S had

actual, you know, discussion with it.

CHAIRMAN WOLD: Mr. DUffy, if Ms. Rivens would

like to join you at the table there, that would be perfectly

appropriate to go up.

MS. RIVENS: Good morning.

CHA"!RMJl.N WOLD: Good morning. --

MS. RIVENS: According to 'our expert, what he

says, he still does not have -- it's some kind pf compute~

manual that would explain to him how the statistical model

worked. He has computer printouts, so, basically, he sees

what the inputs were, the input figures, and what the output

figures are. But he still doesn't have any kind of manual

to give him guidance of exactly how the model works.

And the upshot of that is that he is guessing that

he is accurately replicating exactly how the staff performed

its analysis. He', thinking that he'S replicating it, you

know, to find out whether there are errors, but he can never

be 100 percent sure of that because he doesn't have what he

describes as a computer manual that would explain to him
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exactly how the model works and how it spits out -the output

that it does.

MR. NOBLE: So at this point, with regard to

selecting the sample, that's all that you believe you're

missing?

MS. RIVENS: That's what he believes he ~equires.

MR. NOBLE: Mr. Duffy.

MR. DUFFY: Yes.

MR. NOBLE: Or whoever. You made a statement

earlier on that all of these contributions would have been

matchable had they been given directly -- the reattributed

contributions -- had they been given directly to the

campaign. But we don't have any documentation that these

were given by check or any written instrument, do we?

MR. DUFFY: I don't recall saying that. It's

possible that I did, but I'm not ·sure I understand what

you're --

MR. NOBLE: Going to the reattributed part of the

contribution --

MR. DUFFY: Yeah.

MR. NOBLE: You said that you didn't see really a

problem with matching that part of it because this second

donor, if you will, gave the original contributor the money.

MR. DUFFY: Right.

MR. NOBLE: But we don't know how that money was
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g~ven, do we?

MS. BUCHANAN: Just in some instances.

MR. DUFFY, In some -- well, we can only rely on­

the information that was obtained from the -- by the audit

staff. The information comes in two forms, one, the

responses to the questionnaires that the audit staff sent

out in which there were notations, it seems to me. Some

people said we gave money.

The other in;ormation we have is inf~rmation

contained in the audit report itself which explains that in

some situations people said they gave cash in response,

appar~ntly to some conversation between-them and the audit

staff.

So what we're saying here is, the commission has'

eliminated completely the idea that people could respond

that they had an equit~le interest in the account after

having given money to somebody who had the account, and I

don't see why that's the case.

It seems to me that I have an equitable interest

in money in Ms. Buchanan's account if I have given her

money, and she and either she has put her in the account

or I am giving it to her for the purpose of allowing a

reattribution of contribution that has been made on that

account. I'm just buying, in essence, a portion of her

contribution.
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The commission's regulations are silent on this

2 issue." I'm not suggesting, as I previously suggested, I

3 don't think this is something the commission wants to

4 encourage. I fully agree, but I'm saying that there's

5 nothing that makes it illegal.

6

7

MR. NOBLE: You've gotten into th~ other I want to

get into, is what your definition of equitable interest in

8 the account was. In citing the -- in the regulations, we

9 used equitable interest in account in a very specific area,

10 not just generally with anybody's account.

tta
I;;;

~1=t'~f

11

12

13

14

So is your definition -- when you come back to

equit_able int;ere~t, you're. saying that -any time the second

contributor gave the first contributor money, that that then

created an equitable interest in the first contributor'S

lS account up to that amount?

16 MR. DUFFY: Well, it makes it a trus"e account

17 certainly.

18

19

MR. NOBLE: It makes it a legal trust account'?'

MR. DUFFY: Absolutely. I mean, r hold -- no

20 doubt that I hold that a person who has money that they're

21 holding for me for a particular purpose is a common law

22 trustee.

23 MR. NOBLE: And you say that that gives the second

24 giver a equitable interest in that checking account?

25 MR. DUFFY: Absolutely. If I gave Ms. Buchanan
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1 money, all right, ~n order to take a portion of a

2 contribution that she had -- already been made, I'd better

3 get a portion of that contribution because I have an

4 equitable interest in the money in her account to the extent

5 that it is -- has been sent to the candidate as pare of a

6 contribution.

7

8

If that isn't done, if it's not accomplished in

that fashion, that's a violation, and I can sue under common

9 law to get that money>back. I mean -- but the law impresses

~o

~l

12

~3

14

a trust in a nu~~er of situations similar to that.

MR. NOBLE: In your view tl1at is what the

regu:l:.ation is ta_lking about when it talks about you ma'intain

an equitable interest in an' account?

MR. DUFFY: I'm saying that's what the committee ,..;, .

15 - interpreted it to mean.

16 MR. NOBLE: I see. Now but if that money -- if

17 that cash was given directly to the campaign, obviously,

18 that would be matchable, correct?

19

20

21

MR. DUFFY: We agree with that.

MR. NOBLE: All right_ Thank you.

CHAIRMAN WOLl): Thank you. AlSG joining us in

22 this hearing are our staff director, James Pehrkon and two

23 representatives of the audit division. Joseph Stoltz and

24 Wanda Thomas. Mr. Staff Director. do you or the audit

25 division have any questions?
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him?

unbiased test -- "the mean was an unbiased test." was the

in a situation like this is or is not random and, therefore,

in this --

r think we do. Again, good morning.MR. ?EHRKON:

Heritage Reporting corporation
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MR. PEHRKON': Okay. And any further background on

MR. DUFFY: Good morning.

MS. RIVENS: His name is Patrick Goshtigian, and

he is with the Analysis GrOup/Economics in Los Angeles,

California.

MR. PEHRKON: And t~e only question that I have

is, I'm not familiar with your expert, so could you give

us -- give me a little background?

is or is not a representative of the universe as a whole.

MS. RIVENS: I don't have .his CV with me.

CHAIRMAN WOLD: Ms. Rivens, is chat something you

could provide to us?

MS. RIVENS: Yes. certainly.

CHAIRMAN WOLD: That would be helpful. Thank you.

MR. PEHR1{ON: I guess the only other question I

had is, you talked about the average amount of the­

contribution of this population. There were 7,220. What

about the median size of the contribution?

MR.. DUFFY: Hia - - he said that the. test. the.

checking whether or not a particular sample is

way he put it. that is generally accepted as a mechanism for
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I've got the -- he did not mention -- you said the median?

MR. PEHRKON: Median, yeah.

MR. DuFFY: Median .. And -- but r will certainly

have him respond to that, as to why that wouldn't be

appropriate or what that calculation was if he made that

calculation.

CHAIRMAN WOLD: Thank you. Mr. Stoltz?

MR. STOLTZ: Also, with respect to this

calculation over here ?- and I certainly have no reason to

doubt that it's accurate -- did your expert discuss how this

calculation might be affected, given that we are dealing

with a dollar unit sampling plan as .opposed to the more

traditional variables plan, where a particular transaction

is selected in the variables plan, where a particular -­

unit of value is selected in the dollar unit: plan? Frankly,

under the dollar unit plan, I would be very surprised if

this is not the result that you got.

MS. RIVENS: That is not something that we

discussed, but, obviously, that:- is something that we could

have him address in our submission in five days, although he

is certainly aware -- I know that he' IT aware that what this

is is a dollar unit sampling method.

MR. STOLTZ: It would be almost impossible for

this to come out the same in a dollar unit· selection.

Anc~her question, you argue that we should be
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,..
2

4

5

6

7

using the lower er.d of
-

our

MR. DUFFY: I'm sorry?

M..~. STOLTZ: You were arguing that we should be.
using the lower end of the range.

!{R. DUFFY, Right.

MR. STOLTZ: Would you also then suggest that when

we're paying matching funds out, we should be doing the same

8 thing?

9 MR. Dt....FFY: ,That' s -- when you pay matching funds

10 out, you are protecting the fisc of the United States, and

11 you are balancing that against the possibility tha~ within

nJ ~" ...

- ~2

~3

the area of the" range that you're t~lking about, the -- that

there are areas in the matching fund submission.

That is, it seems to me, entirely a p.olicy

15 decision that you make depending on your- balance as to how

16 much you want to penalize individuals or restrict

17 individuals in giving out matching funds.

18 Certainly, an argument could be made that the most

19 conservative method and the most accurate method in terms of

20 your obligation to protect the Treasury from being asked to

21 match contributions that aren't matchable would be to use

22 the lowest end. That would be the most conservative method.

23 Whether or not you should do that is really a policy

24 determination based upon whether or not your goals of and

25 the Congress's goals -- of financing candidates is best
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1 . achieved by using some other nUmber w~thin the range.

2 It seems to me you could arg~e as well that.

3 because of the importance of getting money to candidates,

4 you should use the end of the range that most support money.

S Or you could use the end of the range which most -- which

6 least supports money, okay? That's sort of a policy

7 decision.

8 But when you're asking me for money, my view is

9 ~hat you have goe to ask me only for the amount of money

10

11

that you have confidence that I have to return to you. I

think that -- right now, as I understand it, the commission

12 basic~lly uses t~e mid-poi~t. right?

13

14

"MR. STOLTZ: T~at's correct.

MR. DOFFY: Right. So -- but you could argue that

IS it would be better for you to assume that the -- in an error

16 range that the errors were very small, just as' we're

17 proposing. Perhaps. I'm confusing this. but are you you

18 would say use the lowest end of the range. of the error

19 range. right?

20 MR. STOLTZ:' Well, that' s what you're saying we

21 should be using her&.

22 MR. DUFFY: Right. Right. If you say there's a

23 range -- are you doing a range of errors in the matching

24 fund or just a range of matchable contributions?

25 MR. STOLTZ: It's the same calculation we are

Heritage Reporting Corporation
(202) 628-4888



70

1 doing here in the sampling plan.

2 MR. DUFFY: Righc. It was 92 percent matchable,

3 like an example of ours, righ~, plus or minus something?

4

5

MR. STOLTZ: That's correct.

MR. DUFFY: Right. So you could theoretically

6 adopt the idea that the highest end of the range was

7 matchable. That would that would advance the cause of

9 getting more money out to the candidates, okay, while still

9 being objectively -- -but that's a policy determination.

f'H
H:::

fu; '';"'J

10

II

12

13

14

Basically, you're saying what -- or you could say,

"I think we need to very, very careful that we not give a

single dollar of matching money," okay, "that isn't

appropriate," in which caSe, you ought to be using the low

end of the range, okay? But you're making that a policy

15 decision.

16 What you're doing here is, you're saying to me "I

17 want money from you." And we're saying, "You only have"

18 "You can only get the amount of money from us that you can

19 get -- absolutely demonstrate we owe you," and that's the

20 lowest end of the range.

21 MR. STOLTZ: And it just occurred to me that

22 before we were going to pay you on the mid-point, and we

23 then later decide that, because of information that we

24 weren't aware of at the time we paid you, that we paid you

25 too much. The mid-point would seem to be the consistent way
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to calculate what we ove~paid, You may disagree, but

2 MR. DUFFY: Well -- but it seems to me that the

3 errors that you're talking ab~ut in your initial calculation

4 are not errors t~at you're talking about now. You're

5 talking about separate errors. I mean _

•

6

7

8

9

10

11

12

13

14

MR. STOLTZ: Oh, absolutely.

MR. DUFFY: The errors --

MR. STOLTZ: They're the same errors.

MR. DUFFY~ And what you said when you calculated

the first set of errors -- you calculated the first set of

errors based on errors that were obvious on the face of the

documents. And these are not, in your view -- and you've

explained that in your 'audit document -- obvious in the face

of the document. So I don't agree with that. It makes'no

15 sense.

16 MR. STOLTZ: Okay. Back a little bit to the forms

17 that were mailed out -- that you talked about. In some

18 cases -- but not every one, but in some cases, when the

19 forms were mailed out, the names of the reattributees were

20 already typed on the form. Was there some sort of contact

21 with folks before they went out?

22 I mean, one, for example, I have in front of me

23 were the Brysons, and they had made quite a few

24 contributions. And the form went out, and the contributions

25 of Kathleen and Craig were reattributed to what appears to
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- be the~r 1C children. And when it went OUt, the names were

2 already typed on the form.

3

4

MR. DUFFY: I --

CHAI&~ WOLD: Excuse me, Mr. Stoltz. Is that

5 the dccument we have in the report that's __

6 MR. STOLTZ: It's not one that you have in your

7

8

9

10

11

12

13

report.

CHAIRMAN WOLD: All right.

MR. DUFFY ( Where is this? What document?

MR. STOLTZ: You may not have that one.

MR. DUFFY: Oh, okay.

MR. STOLTZ: It's one of the

MR. DUFFY: All I can respond on that is that --
14 that there's -- that I have been told and I think Ms.

lS - Buchanan testified to it or spoken to it -- why exactly the

16 process that the committee followed was to send out the

17 letter and the form. And you have the letter and your form.

18 r can't really comment on this individual case

19 because I haven't personally investigated this individual

20 case. But. you know --

21

22

MS. BUCHANAN: If the -- if there's --

MR. DUFFY: Well. we have to see that. If you can

23 just give us a copy of the form, she might have some idea on

24 this. Okay. So this is the --

25 CHAIRMAN WOLD: Mr. Duffy, could you identify what
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~~ac iocumenc 1S so ~c ~an be identified later?

MR. DUFFY: O~ay. It's Sheet B, and it is a

3 apparently, it's a printout t~ac's been supplied to me by

4 Mr. Stoltz. It's -- it doesn't seem to be further

5 identified except, it's entitled, "The review of

6 contributions from Craig and Kathleen Bryson. II And these

7

8

9

10

11

12

13

14

15

contributions are here.

MS. BUCHANAN: Is there a copy of the check?

MR. DUFFY: And I think there'S a copy of the

there'S not a copy of the check, but there'S a copy of the

document..

Why don't you do this? Why don't you look at this

and see if you have any 'thing to contribute,on it becaus& I

certainly don't want to

MS. BUCHANAN: My attorney is very nervous about

16 me, as you might notice.

17 MR. DUFFY: Well, I just want you to speak

18 accurately, and I don't think you can -- speaking off the

19 top of your head is not likely to guarantee accuracy.

20

21

MR. DUFFY: We'll strike that from the record.

MR. MASON: Can I just -- the issue that I think

22 Joe is trying to get is, were this -- was this all done on

23 paper, or was there phone solicitation. And I would say, in

24 addition to whatever is there, there's an indication in our

25 survey results where one of the contributors said this was
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1 co be attributed to a seven year old, per phone solicicor's

2 suggestion.

3

4

MS. BUCHANAN: Well, the --

MR, t4ASON: So that's the kind of thing that makes

5 one wonder whether somebody was making phone calls to the

6

7

8

9

10

11

12

13

14

MS. BUCHANAN: This is the time when the phone

calls were made.

MR. MASON: Ms. Buchanan.

MS. BUCHANAN: ~~d is that -- if you receive a

contribution for $2000, obviously, we're just not going to

send a thousand back. We called them up, "Is this a joint

account." And we'd find o~t, and then we'd fill out the

form appropriately and put it in the computer appropriately~

Also, when you aggregate your contributions -"- and

15 so when one person comes in for $8,000, you know that they -

16 - obviously, it's been attributed wrong. An~ you may call

17 them and say, "How did you mean to give this? Is there

18 other people involved here," and you go from there.

19 As for the -- you know, what exactly the

20 conversation that might have been had, if there was some

21 aggressive young man or woman on the phone that said, "Do

22 you have a seven year old," that certainly was not policy.

23 That was certainly not acceptable. I know now, and people

24 ask me all the time, and I've very clear about that, as I

25 would have been then. What this one young man or woman may

Heritage Reporting Corporation
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have done at one cime, I cannot address.

2 But that's -- we do not call people up and ask if

3 they'll give several contributions under several names. We

4 get checks, and these letters went out automatically. The

5 only time you would get on the phone is if you saw

6 automatically that it was over a thousand, and, obviously,

9 okay, counsel?

8 it's okay to reattribute and then send a letter. Was that

7

10

11

12

you're writing a refund, or you're going to find out that

MR. DUFFY: It's okay by me as long as it's

MR. STOLTZ: One last question if I could. The
- .

contribution thaf you referred to when people called and

13 wanted their money back -- how was that refunded? Was it

14 refunded to the reattributees, or to the Original

15 contributor.

16 MR. DUFFY: It was refunded to the original

17 contributor, and that was because they suggested in their

18 conversation that they wanted it refunded to the original

19 contributor. And I took that as some suggestion that there

20 was a problem with the reattribution, so I didn't see we

21 did not receive telephone calls from the reattributees. We

22 received a telephoRe call from the contributor, who said

23 that he had talked to somebody at the FEC and the FEC had

24 told him that getting a refund would be a good idea. Now

25 that's what they told me, they wanted a refund. We gave him

Heritage Reporting Corporation
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1 a rp.fund.

2

3

5

CHAIRMAN WOLD: Mr. Stoltz, is that it for you?

MR. STOLTZ: That's it for me.

CHAI~~ WOLD: Ms. Thomas?

MS. THOMAS: This question is for Ms. Buchanan.

6 You stated that you identified contributions that appear to

7

8

9

or seem like they could be reattributed, and you sent

letters to the contributors asking about that.

And your ~etter that's in the agenda document,

10 Attachment 1, page 19 -- and it says, "If your contribution

11

12

can be partially attributed to your spouse or other member

of your family, the committee can submit it for aaditional

13 matching funds.

14 And also, in the commission's guidelines, this

15 document, "Guideline for Presentation in Good Order," in

16 which we give you a provision to have reattributions

17 matched, and we even include an example of a form that you

18 can send to a contributor asking -- and on this form it

19 states, "Your contribution of $X dated (date) and drawn on

20 check number of the joint account identified as," and

21 there's a blank, "will qualify for matching only if the

22 follOWing statement set forth below is true and, if so, is

23 confirmed by your signature."

24 And the statement is, this is to certify that a

2S contribution of $X affected on the instrument described

Heritage Reporting Corporation
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above sho~ld be acc~ibuced to me, The aCCOunt conca1ns my

personal funds. and my signacure appears below,"

If the committee Eo~lowed, I guess, what appears

to be your own policy or guidelines for seeking

reattributions of contributions, there were a number of

things that we considered very irregular when we reviewed,

which is what initiated this whole thing.

And I just want co give you an example of one that

is particularly egr~gious just to get your response to it.

One contributor, whose name is Mary Ellen Rogge, R-o-g-g-e,

gave 35 contributions to the committee totaling $9,325. And

And there were 30 different reattributions to'nine

different individuals. And none of the nine individuals is

named on the face of the instrument on which the

contributions were made, and none of the nine individuals

has the same surname as this person, and there isn't any

indication that there is joint accounts with these people or

that they own the money that is being used to make the

contributions.

And while I agree this is a really egregious case,

I can probably sit here for a while and go through a number

of others that we questioned. So I just wondered if you

would respond to that.

Heritage Reporting Corporation
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MS. BUC~~AN: I have no information as to why

2 that \voman would have signed a letter reattributing all that

3 money. I have no idea. She's not a familiar name to me. r

4 have not discussed it with her, so I have no information to

'3 add to it.:.

6 MS. THO~~: I just wanted to mention that in the

7 case of the contributions that were refunded, contributions

8 from the Hamiltons -- they were initially two $1000

9 contributions that were reattributed to six different

10

11

12

13

14

individuals that also didn't have their names imprinted on

the face of the instruments, or there was no other

indication that the funds were owned by those individuals to

make the contributions.'

I'm just bringing this up because I'm just trying

15 to understand what the procedure might have been or how the

16 contributors were informed of what a proper reattribution

17 is.

18 MR. DUFFY: Well, I guess this is the difference

19 that we are having here, and this is where we seem to be

20 leaping from one mechanism to another.

21 If you're going to conduct an investigation of how

22 this occurred and a full audit of how it occurred, then we

23 be able because -- we will then be, it seems to me, able

24 to -- required to talk to these individuals and get

25 additional information as to how this occurred.

Heritage Reporting Corporation
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We can't respond to each of these mechan~sms or

how things didn't get done the way we would have liked them

to get done. We have to sort of look at the question of

whether or net we owe this money, okay? My -- you know, if

what you're saying is that you feel that there were

reatcributions here that were done inappropriately or chat

the mechanism that the committee used of sending out these

documents led to a number of people who are not

sophisticated reattributing things, you may be correct.

But I don't see -- people who have the refund did

not contact me directly. Their attorney from Covington and

Burling called me. So this is not -- these are not people

who could be described ~s. three people sitting in a shack

unclear about what they were reading or what they were .

reattributing. I mean, these are sophisticated people with

high level attorneys.

So I don't know why people are signing these

things and making statements that are, apparently, in their

cases inconsistent. But -- but I guess we have to either

approach this in one of two ways. Either we can approach it

on the individual basis approach, or we can approach it from

the sample approach. But I don't think we can conveniently

mix the two, and I don't think that the errors in the sample

approach can be justified under your theory that you did, in

fact, in the universe of 7,220 incidents find some really
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(202) 628-4888



90

. stUpid examples of reattributicn.

2 r mean, I -- you may have been alerted to it by

3 this, by some of these issues, and, obviously, it's your

4 obligation to investigate things. That's why police don't

5 just sit in their cars eating donuts. They actually get out

6 and talk to people who look like they are suspicious or

7 unclear as to what they're doing. And that's appropriate,

8

9

10

11

12

13

14

and that's what your job is.

But you're,proceeding on a completely different

basis now, now proceeding on the basis of I am presenting an

objective scientific sample of the population, and in that

case, we think that's flaw~d.

CKAIRMAN WOLD:· Thank you. Any further questions?

Any commissioners have any follow-up questions?

15 Commissioner Sandstrom?

16 MR. SANDSTROM: Just a couple to tha auditors

17 because I'm not a statistician, and I haven't had the

18 opportunity to read your answer. And I gathered from the

19 question of our auditors that there are more than one way to

20 generate a sample. If I randomly generate just on all the

21 contributions that you received the 7,000, I would get one

22 number. But if r -- there may be statistically valid ways

23 of generating a sample that would not necessarily mean that

24 it has to -- would have to match the average contribution

25 MR. STOLTZ: That's correct. The sampling
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(202) 628-4888



1

2

3

..
5

6

7

;;:..::. 8
\J;

?'1: 9
~

10
U!i
r~ 11
\d

:; 1~

r:..~-;

W 13

f1J 14

r~~
15

16

17

18

19

20

21

22

23

24

25

:esh~~~~e we ~sed to paYout matching funds, and we also

used the audit process was recommended to us 20 years ago by

the then firm of Ernst & Whinney. The commission hired them

as consultants to come in and 'analyze the problem and

recommend a particular approach.

The approach they recommended is a commonly used

sampling technique known as dollar unit sampling. A couple

of other names too, but that's probably the most common,

What it does is, it selects contributions from -- or selects

sample items -- from the $649,210. Each dollar is a

separate unit in that population.

MR. SANDSTROM or MR. DUFFY: Rather than on the

item?

MR. STOLTZ: Yeah. and then, truth be known, it

doesn't really work in dollars. it works in pennies because

that way no one unit in the population can be contained part

within one transaction and part within another.

And drawing it that way, the more pennies are

accounted for by a given transaction, the more likely it is

to be selected. What we're evaluating is how many pennies

in there were not matching, not how many contributions. And

that's the way it works.

MR. SANDSTROM: That's my only question. I just

wanted to get that on the record.

MR. DUFFY: Well, I join Mr. Sandstrom in not
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1 being an expert in statistics. Our expert with, given :he

2 ~nformation he had is confident that this approach, that the

3 analysis he has done is -- shqws that the sample is not

4 random.

11 a number that is in a high range of contributions.

5

6

7

8

9

10

12

13

14

The the benefit that this approach has, in my

view, is that it it seems to me to comport with logic,

which is that it seems to me that the amount of -- he's

correct that if you just simply take the average

contributions, it appears that the sample that has been

selected by the commission is weighted, that is, it produces

Now perhaps that was a -useful and appropriate­

approach recommended by Ernst • Whinney for doing your

matching fund analysis, which is where Ernst .-Whinney first

15 made this recommendation, if I'm correct.

MR. STOLTZ: That's correct.

17 MR. DUFFY: Right. But perhaps - - and I just say

18 perhaps -- the audit staff has incorrectly applied it in a

19 situation where theY'r~ asking for money back, okay, from

20 us. And it seeme: to me here that -- that we are going to

21 have to respond to the audit staff's view. And I don't know

22 -- and Rhonda'. teiling me that we were not -- that we

23 didn't have information. Is this correct, that we don't

24 have the information as to how the commission selected the

2S sample?
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MS. RlvcNS: As to how the dollar unit sampling

2 method works. The explanation that_you gave, it was based

J on selecting pennies. \'le didn't have that information.

4 wh~ch is part of the reason why our expert was asking for

5 some kind of computer manual or something like that that

6 explained how the model worked.

7 MR. DUFFY: So we don't -- you know, it's entirely

8 possible and -- that there'S a problem here without

9 statistical analysis explanation. But with all due respect,

•

10

11

12

it does seem to me hard to suggest that a sample can be

random if a significant element in the sample is different.

I -- and that's just my -- you ~~ow, that's jUs~ my vision

13 as a non-statistician.- BUt I'm confident that I c~~ gee my

14

15

16

17

statistical expert to respond to it.

CHAIRMAN WOLD: Thank you. Any other questions?

A PARTICIPANT: No.

CHAIRMAN WOLD: If not. this hearing will be

18 concluded. and the meeting will be adjourned. Thank you

19 very much.

20 (Whereupon. at 12:12 p.m., the hearing in the

21 above-entitled matter was adjourned.)

22 II

23 II

24 II

2S II
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Vii FACSI:-.1ILE - (2112) 219-1043

Kim Leslie Bright, Esq,
Associate General Counsel
Federal Election Commission

• WashingTon. D.C. 20463
• >

at: Oral Hearine Oil Bebalf of Patrick J. Buchanan and the Such.un Cor
P....ide•• ComMittee, Inc.
(LRAli512)

Dear Ms. Bright

Patrick J. Bucluuwl :wi die BuchanU for President CommiuM, tno. (tn.
"Committeej are in r"~ipt ofyour letter advisina of the rescheduled heannl elate regardins: the
pending Repayment ~inatiOD- The COmmittee greatly apprecwes your cooperation in
rCS'hedulinllhc hearina.

tn preparation COl: the harin,. the staUati=1 exptn retained by the Committ~hu
identified certain infonnation and matcri3ls that would greatly~ the Committee's abiiity
10 make the most informative oral presentation to the Commission. These materials lire lUnong
the itemS that the Committee has unsuccessfiilly requested in the pasLI As the,e materials are
essential to the Committee's developmcm ofaIllCCu~teand thorough undmtalldins of the
statistical methods employed by the FEC iJl arrivinr at il.S Repayment Detennination. lhIt
Committee renews its request {or this inf'omwioe.

Specifically, the Commiuce requcsts that the FEe procluce the file containini all
sample resW&r. a ponioA ofwhich was provided in the Repayment Determination as Attachment
E. inc:luam,:

I To date. the Committee has received a. smllJl subset of the materials that form TM basi~
of the RepaymCDC D~erminalion. The materials produced to the Committee are nor adequate to
aid the Committee in its effort to W1dClSWlc1 the FEC's statistical analysis.

G
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1\ the database cantOlining the popuLilian of 7120 observations;

:!) the: d~lo1bMC: or ,pre:a.d,hc:~ of 'Mlplc re:,ult3 contsinlng 32S observlltion,.
corresponding to that djs~us.led in Attachment E. page 4 af7;

The Committee requc= thex dlta bec&l&M I number of patontial emirs CAMot bo
investil:ated based on lhe infonnl1tton the Committee has obtained rqardina the Audit statrs

. ,tatistical anaiysis.2 For cxample. the Committee canno~ discem whether the FEe properly
cOl'l$ic1ereci the variiinc:ein the :unount ofeach alleae4 ermnco1.ll reamibution. {t appeals ti'om
the cUlTent infonnation thal the FEC implicitly wumed that each alleaed emr resulted iD a $250
plymen, ta th4r CommiUft. th. maximum amDlW ofavailable mllldUq ftmlU. This is clurl"
nor rhe casc. since every reamibutel1 eontribution did not result in a52'0 maLch. Indeed. thl:
Committee's initial analysis reflects that at least 1'-/0 of the obserYe4 -errors- resulted in ,....
.matcninl funds of less than 5250. SU81csUna tIw the $62,116 repaymem ImOwn is clearly too
high. The Committee has no way ofconfinninc the presence or magnitude of this bias. howevft.
bocause the Commil'tM'dou not have the duabliH c:ant&iDin1 &11 altha _pl. rOlu!tlJ

•

3)

4)

the basis fot the calculation of the 3.69% marein of error referenced in
Attachment E. pase .: of7: and,

:In expl:utatiol'l for eacn aithe exc:iusions from the sample of 325 observations
that are noted in. Actlchment E at page 4 of 7. similar to whaJ is providel1.11 pages
5-7 ofAttaehment E.

~ Committee also has questioDi concerning the method by which the Audit
Staffdefined its populaQOQ aDd drew a sample therefrom. The Audit StaffapJWently bepn its
analysis by definiaa a population of 7220"mate~ contributions from all contributors
associated with any reanributioD for awchiDa:,) The Audit statrthen excluded more than half
of this samp!ebecl1U5e the ilemS were "nol reattribuled contributions." The Committee does nat'

I The FEe hu deDiecl the Commirttt's requests tor additional information on the gtOwcl
that cenaiD information prepared by FEC investiaacors is "protected from disclosLft." s.uL~er
from Jeal J. Roeuner. Aouam.", Flfder:Il EI,ction Commission, to loba 1. Duffy. Cowuel for me
Committee (October"~ 1999) II I. Alrhour:b the Committee does not concede that then: is any
b:uis (or FEC's privi1qe defease, the materials now bein, requested are purely empirical in
nature and not the procfuct ofany investiptive or deliberative process; conscqucntly. they
cannot credibly~ "protected from disclosure" under any theory ofprivilege.

l Repayment Detennination at 2.

~ Repayment Determination., Attachment Eat 4 of 7.
Ci:. 'Jl.,' ._"'rTJl.Cll.W!iA. --_. .,. .,
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cr.derstand .... h)· con~tibU:tlons that were "not ,e.:l:tnbut~d ccntnbutions" were ever included in the
sample. given the FEC'soriginal popul:ltion definition. Thus, the Commiuee needs information
regarding the basis 0 f the FEe' s calculation of a sampling error rate as w::ll as definitions of
excluded i tem3.

The information receIved by the Committee thus far has been sufficient Lo
conduct an mitial analYsis thaI cam doubt on core aspects of the FEC'5 analysis: the 1l0llulation
ll1d sample definitions, and the rep~yment amount derived from the FEC's alUlysis. As several
courts have observed. use of sU!istical sampling CaMot comport with due process unless the
methods employed are "valid and reliable'" and the o£.posing plU'Iy has a full "opponunity to
rebut" :1 government "dctmninaLion of QverpaymenL The requested information is necessary
to enable the Committee 10 condjlct an analysis of the validity and reliability of the FEe's
st31istical methods; without this information. the Committee is effectively deprived of the
"oppnnunity to rebul" the Repayment Determination. Therefore, the Committee respectfully
requests that the FEC produce the file containing all statistical !ilUnple resWts includin~

specifically, the mlltCrials described herein.

~
IY Submitted.'r .., ~~rc--

Rhonda M. Rivou

s Webb v Sbalala. 49 F. Supp.:lei 1114, 1124 (N.D. Ark. 1(99) (citinS Rapwsen v.
Califomia. 11 F.3cll467. 14'n (9th Cir. 1993) and Michis!IJ\ Oep't of Educ. v. M'S. Om'l of
~ 875 F.2c11196. 1206 (6th Cir. 1989».

~ Webb, 49 F. Supp.2d at 1123 (citing Illinois PhY~iciw Union v. Miller, 675 F.2d 151,
IS6 (7th Cir. 19112».
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FEDERAL ELECTiO~~ COMMISSION

Februacy 16, 2000

•

HAND DELIVERY

Rhonda M. Rivens, Esq.
Steptoe & Johnson
1330 COMecticut Avenue, N.W.
Washington, D.C. 20036-1795

Re: Request for Documents - Buchanan for
President Committee, Inc. (LRA #512)

Dear Ms. Rivens:

This is in response to your letter to Kim Leslie Bright dated February 7, 2000, in which
you requested certain documents. You state that these materials will enable you and your
statistical expert to better prepare for the oral hearing on bebalfofyour clients, Patrick Buchanan
and the Buchanan for President Committee, Inc. (the "Committee"), pursuant to 11 C.F.R.
§ 9038.2(c)(2)(ii), scheduled for March 1, 2000. Speci1kany, you reque!ted: .

1) the database c:omaining the population of7220 observations; 2) the database·
or spreadsheet ofsample results containing 325 observations, corresponding to
that discussed in [the Notice ofRepayment Determination] Attachment E, page 4
of7; 3) the basis for the calculation ofthe 3.69010 margin ofmor referenced in
Attachment E, page 2 of7; and, 4) an explanation for each ofthe exclusions from
the sample of32S observations that are noted in Attachment E at page 4 of7,
similar to what is provided at pages 5-7 ofAttachment E.

Materials responsive to your request are enclosed, including a computer diskette
containing the information requested in item 1.

Enclosure

.-

Sincerely,

{kb tD ( fatilLA-
Delanie DeWitt Painter
Attorney
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Delanie DeWitt Painter, Esq.
Anomey
Federal Election Commission
Washington, D.C. 20463

Re: Oral He:al'illg on Debslf of Patrick J. BuchaDaD aad the BucbaDan for
President Committee, IDC.
(LRA 11512)

Dear Ms. PlPnter:

Mr. Duffy and I appreciate your Ilrompt'assistance in the providing m:atariaIa
recently reque.sted by the Commiaee to enable u.s to prepare for the oral hearing regarding the
Repayment Determination.

After reviewing the materials provided to date. however, the statistical expert
retained by the Ccmmitt:e has identified cenain infomwion 2nd materil1& that were previoUlly
requested in the Committee's Febnwy 7, 2000 letter to Kim Leslie Brigl:lt, but were not
provided by the FEC in it! February 16.2000 production. Specifically, the Committee does not
have an explanation for eacb of the exclusions from the sample of325 observations that are
noted in Attachment E at page 4 of 7, similar to the explanation provided at pases s-7 of
Attachment E.

The informanon thallhe Committee has received to date SUiIest5 that the seunple
utilized by the FEC is biueci and. not random since there appears to be 4 significant difference
between the size oethe average contribution in the population and in the sample. [nformation
regarding the method used to exclude observations trom the sample may shed light Oft potential
sample biu. Currently, however. the Committee is UNble to discern what method was used to
exclude observations.' -
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Deiante ~eWm Pa:nter, Esq.
February 18, ':;000
Page 2

-
As noted In OUI previous requests. severa) courts have observed that the use of-

;latistical ~~pling cannot comport with due process unless the methods employed are "valid
and teliable'" J!ld the opposing party has a full "opportunity to rebut" a government
"determination of overpayment.'" The: requested infonn3tion is nee:essary to enable ,he
Committee to conduct an analysis of the validiry and reliability of the FEC's stiltistical methods;
WIthOut thIS mformation. the Committee is effcctively deprived of the "opponunity to rebut" the
Repayment Determination. Therefore. the Com:'l'Iittee respectfully requests that tile FEe pro,;id~

an explanation for e;1.ch of the exclusions from the sample of 325 observations.

Respectfully submitted. .

2~~/(?s
Rhonda M. RjvC1U

.-
I Webb v. Shall!" 49 F. Supp. 2d 1114, 1124 (N.D. Ark. 1999) (citing Ratanasen v.

Caljfomi~ 11 F.3d 1467, 1472 (9th Cir. 1993) and Michjgan Dep't of Educ.v. [J.S. Dep't of
Educ., 815 F.ld 1196, 1206 (6th Cir. (989».

2 Webb, 49 F. Supp.2d at! 123 (citing Illinois Phvsjcjan:s Union V Mjllc:r. 675 F.2d 151,
156 (7th Cir. 1982».
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R.,~onda M Rj,·ens
Page .2

, Sirrulariy, the spreadsheet for the extended sample of 1::5 additional items indicates that
three had already been selected in the imtial sample of ::00 sample items and did not meet the
criteria for review (blue). 5 would have been an error in a regular submission (tan), and 6S were
not reattributed contributions (red) The phrase "did not meet the criteria for review" in the
spreadsheet means that when the item was selected in the initial sample, it was excluded for one of
the reasons listed in the legend. Gfthe three items in the extended sample that had been
previously selected in the initial sample and did not meet the criteria for review, two were not
reattributed contributions and one would have been an error in the regular matching fund
submission.

Sincerely,

j~.. ;}/V .­
fUt.YU..IJ

Dclanic DeWitt Painter
/

Attorney

-,

.A.T'!'ACIDlEl:'l' _ T
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February 25, 2000

VIA FACSIMILE TRANSMISSION

Rhonda M. Rivens, Esq.
Steptoe & Johnson
1330 Connecticut Avenue, N.W.
~ashington, D.C. 20036-1795

Re: Request for Documents - Buchanan for
President Committee, Inc. (LRA #512)

Dear Ms. Rivens:

This is in response to your letter sent by facsimile transmission on Friday eve~&
February 18,2000, in which you requested certain documents on behalfofyout'clients, Patrick
Buchanan and the Buchanan for President Committee, Inc. (the "Committee"). In a telephone
conversation late Friday afternoon, you told me that the Committee might send another request
for information because your statistical expert needs an explanation of the phrase "did not meet
criteria for review" and the reasons why certain observations were excluded from the sample. .- ..
Your letter states that in response to your February 7,2000 request for documents, this Office did
not provide "an explanation for each ofthe exclusions from the sample of32S observations that
are noted in Attachment E [ofthe Notice ofRepayment Determinationlat page 4 of7, similar to
the explanation provided at pages 5-7 of Attachment E." You request that this Office "provide an
explanation for each of the exclusions from the sample of325 observations."

This Office tUlly complied with your February 1, 2000 request for documents. The two
Lotus spreadSheets of the sample items, provided in both electronic and paper format, list each of
the sample items and include an explanation for each ofthe exclusions from the sample of
observations. The spreadsheets are color-coded and include a legend explaining why certain
sample items were excluded as non-usable items. The spreadsheet ofthe initial sample of2oo
items indicates that 14 SlPlPle items were excluded from review because they would have been an
error in a regular matchins fund submission (items coded tan), and one was an error in a regular
submission (green); therefore, the matchability of these IS items has already been accounted for
during the initial review ofthe matching fund submissions. In addition, the spreadsheet indicates
that 124 sample items were excluded from review because they were not reattributed
contributions (red). Finally, one contribution was refunded (blue) on May 10, 1999. Since
refunded contributions are not matchable, this contribution was not included for purposes of
evaluating the sample results and projecting the dollar value of the errors. A separate repayment
amount ofSl,634 was determined for the refunded contributions based on the match rate for the
matching fund submissions in which the refunded contributions were included.

J.TT.A.C:fa~T _.-:r ... ~~.
Pace d __~_
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March 1,2000

Via FACSIMILE - £2021219·1043
Delanie DeWitt Painter, Esq.
Federal Election Conunission
Washington, D.C. 20463
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at: Suchalla. for Pruidelll Committee. IDe.
(LRA "51%)

Dear Delanie:

I received yOW' leucr authorizin{: Budwlan for President Committee. Inc. to
obtain an expedited copy oC the oral hearinl trUlseript in preparation for OW' written sUbmissioD .
to the FEe. 1gre:my appreciate your ptompl usi~.e. .

To aid tit. FEe in idanlif'yinl the additional docunsalu we m:cd. to re.sponcllO
questions raised by theCommissioaers IDIi Audit Staffdurilll the oral hearing, we have.

-consulted further ",ith our expert. From my discussions with you and Kim Leslie Bright
yesterday aft« the hearing, 1W1Clerst.2cd _ dIere is no "manual" or othClf similar document
describinI the oper3tion of the computer program l.ISCd by the Audit Staff to condllCt its
statistical analyses, but tlw there is a h3DC1book, n".Mual or otbu material that clcscribeslhe
Dollar Unit S:unplinll method employed by the Audit Staff in this Repayment Determination.
We rcquC31 Uuu the FEe procSuce this or any other mllerW describiq the Dollar Unit Samplina
melhod used by the Audit SW£ In addition. we also need any internal insuuctions or materials
issued. to the Audit Staff that provide &uidaDcc rqardin& how to conduct Dollar Unit Samplini
analysis. Finally, we request my dacwnnu or material, prc:pa:cd. by Enut and \Vhinncy tlW
recommend use ofDoUar Unit Sampling or describe the purpose or l:oaIs ofthe method.

As the Commissionm aDd Audit Staffraised a number ofquestions about thlt
effect ofthe Dollar U1W.Sampling mcthoci en our expcrl's aDAlysis, the requested material is
essential to our abililYtG respond in the most meaningfully possible fashion to these inquiries.

WASHINGTON PHOENIX
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March 3. 2000

VIA HA.ND DELIVERY

Rhonda M. Rivens, Esq.
Steptoe & Johnson
,1330 Connecticut Avenue, NW.
Washington, DC 20036.1795,

Re: Request for Documents - Buchanan for
President Committee, Inc. (LRA #S 12)

Dear Ms. Rivens:

This is in response to your lener ~t by fatsimile'transmission on Thursday evening.
March 2, 2000, in which you requested certain doc:uincnu on behalfofyour clients. Patrick
Buchanan and the Buchanan for President Comminee, Inc. (the "Committee"). You stltfr.

I understand that there is no "manual" or other similar document describing the
operation of the computer program used by the Audit Staffto conduct its
statistical analyses, but that there is a handbook, rrwnW or other material that
describes the Dollar Unit Sampling methocl employed by the Audit Staffin this
Repayment Determination. We request that the FEe produce this or any other
material describing the Dollar Unit Sampling method used by the Audit Staff. In
addition, we also need any internal instNctions or materials issued to the Audit
Staft'that provide guidlnce regarding how to conduct Dollar Unit Sampling
analysis. Finally, we request any documents or materials prepared by Ernst &
WbiMey that recommend use ofDollar Unit Sampling or describe the purpose or
goals of the method.

While there is I!O imemal handbook or manual describing the computer program or the
doUar unit SlUDPIiDs procedures. we are providing materials that explain doDar unit sampling.
SpeciDcally. we are providing two reports prepared by Ernst & Wbinney in 1979 concerning the
Commissioa's sampliq program, entitled "Report on Study of Selected Samplina Procedure.
Federal Election Commission" (Sept. 1979) and "PPS Sampling Implementation Guide. Federal
Election Commission" (Sept. 1979). In addition we are providing an excerpt from JOM R
McCray, Dollar Unit Sampling for Auditoa (1978).. We are also providing an excerpt from .f

Donald M. Robetts' book, Starjsricaj Auditing (1978). Finally, we are providing computer code
from the original computer program used for dollar unit samPIinB of matching fund submissions at
the Commission; the current program is based on this program, but it hu been changed over the
years to update the program and change the random number generator.

~_L_
:r.,....:k-- =:;~..
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We are con:Inulng to examme our flies for documents that are responsive to \01';, request,
and will forv.'ard any additional materials to \OU on \Ionday, \1arch 6, ::000 Please comact me
at (:!O:) 694-1650 if you have any questions

Sincerely,

I

I J i- - -
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Enclosures (5)
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Delanie DeWitt Painter
Attomey
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On March 3, 2000, this Office provided documents in response to your letter dated
March 2, 2000, in which you requested certain documents on behalfofyoUT clients, Patrick
Bucharaan and the Buchanan for President Committee, Inc. (the "Committee"). We informed you
that we were continuing to examine our files for additiOnal responsive documetlU. We have
examined our files further, and are encloSing additiolVl1 documents.

E'....J

VIA HAI....D DELIVERY

Rhonda M. Rivens, Esq.
Steptoe & Johnson
1330 Connecticut Avenue, N.W.
Washington, D.C. 20036-1795

Dear Ms. Rivens:

March 10, 2000

Re: Request for Documents - Buchanan for
President Committee, Inc. (LRA #512)

. Your facsimile transmission dated March 2, 2000 requested:

a handbook, manual or other material that describes the Dollar Unit Sampling
method employed by the Audit Staff in this Repayment Determination. We
request that the FEe produce this or any other material describing the Dollar Unit
Sampling method used by the Audit Staff. Cn addition, we also need any intenW
insuuctionsor materials issued to the Audit Staffthat provide guidance regarding
how to conduct DoUar Unit Sampling analysis. Finally, we request any documents
or materials prepared by Ernst &. Whinney that recommend use ofDollar Unit
Sampling or describe the purpose or goals ofthe method.

In addition, in • facsimjle trIJISmission dated March 6, 2000, you requested:

that the FEe attempt to locate a specific document, a "PPS Sampling Operations
Mam..... Among the materials produced by the FEC this put Friday was the
"PPS Sampling Implementation Guide" prepared by Ernst et Wbinney in
September 1979.' Page two of the Ernst et Whinney document makes reference to
preparation by the FEC of this "PPS Sampling Operations Manual" . .. (Plicae
let us know whether a "PPS Sampling Operations Manual" or other similar
document wu ever prepared by the FEC. Ifsuch a document wu prepared,
please produce it.



Rhonda:l<l Rn ens
Page:

In ,esponse to these requests. we are provloim! a document entltled "Procedures for
Reviewing .\'1atchmg Fur.d SubmIssion 99 I, Sub99),' ~ith several attachments, including a flow
chart of the revll~w process This document. prepared by Audit staff, describes the procedures
used to draw and review the sampie that IS the baSIS of the repayment determination. Surveys
'''' ere subsequently sen! to comnbutors assocIated WIth the sample items identified as errors
through this process. Please note that this is an unafficiaJ imernaJ audit staff document that
includes preliminary figures~ the correct numbers were previously provided to the Committee in
the Notice of Repayment Determination and other documents. .

The same dollar unit sampling review process that is used to review matching fund
submiSSIons was used to draw the sample that is the basIS of the repayment determination.
Therefore, we are providing the computer code for the current dollar unit sampling computer
program used for review of matching fund submissions and for the sample projection that is the
basis of the repayment determination. The computer code has been redacted to delete file names
and access logicals. Moreover, we are provicling examples of matching fund submission review
forms, which describe the procedural steps In the use ofdollar unit sampling to review matching
fund submissions. Further, to demonstrate the use of dollar unit sampling to review contributions
for matchability, we are providing iL complete package ofthe doc:uments used in the revi~ of one
of the Committee's 1996 matching fum1 submissions (Submission 7).

Finally. we have been unable to locate anyd~ titled "PPS Slmp'ling Operations
Manual." However, we are provicling two related doc:Wnents prepared by the CcmmiuioD: a.
copy of the 1979 GuiiM!inefor Presentation in Good OriM" which wu based on the dollar unit
sampling system recommended by Ernst &. Wbinney, and a copy ofthe 1988 matc:bing fund
submission review procedures. The 1988 matching fimcl submission procedures are similar to the
1979 procedures, which are no longer available.

We have completed our review ofour tiles and do not plm to provide any additional
documents. Please contact me at (202) 694-1650 ifyou have any questions.

Sincerely.

wed, [lJt
De1anie DeWitt Painter
Attorney..

Enclosures (6)
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\.1arch 6. 2000

Dear Delmie:

Re: POIl.He.riDISublllissioll-
Buchua. tor PresideD' COlllmittM.lac. (LRA M5U)

-- ,
... -: ',":

<==

Via FACSIMILE

Defame DeWitt Painter. Esq.
Federal Election Commission
Washin~ton. D.C. 20463

•
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1received the FEC's response to the request oftbe Bucbanaft for Presidenl
CClmminee, Inc:. (''the Commi~") for mmrials R!~ed to the Dollar tIDi.,SampUna methaci
employed by the FEC to conduct statistical ana1y~ Your efforts to address this requesz ala
appreciated. Aloq wilh tha cloc:wrumll praou* to \II by the FEe OIl Friday evenlnr. Marcb 3.
2000. you noted that the FEC is "c:oDtinuina to examine [irs)61es for documentS tIult~
responsive to [the Committee's) request" and will forward any materials to us on Monday.
Mouch6,2000:

As yOIl are aware. tM Committee', po't·h~ wri1r= submission is c1ue on
Wednesd3y, March 1,2000. Since the FEe has yer to determine whether it has fully complied
with oW' rcq\lCSl (or documentS. the COlMUrtee mpeetfully requesu a shan eXWlSion oftime ro
file irs posr-hearin& writteD submission.

The UIInIion is nee_CAry 10 allow the FEe to produce Illy addiliOll31 docwneJllS
and to permit the Committee's swistical expms to :eview those documents 3S well OIS th.
mueriab pIOliucccl by the PEC on Frlc13y evening. [t is ofparamount importllftCe that Oil&'

expcrll be abla to~Iy review these documents, as they 3ft R!lated to the FECI Dollar t.:nil
SamplinJ metbacl. S~ the Audit St:lffquestioned our expert's c:onc:lusions rtllarding th~

FEC's SWislical analysis ID4 asked ~bollt the relationship of the Dollar Unit Samplinl method to
our c:oaclusioas, thcextensiOIl will pennit us to lNP i1ft informative response to lhe Audit
Staif', ilU1.uiries

WASHINliTOH LOSANGiLES

. ..­-.lI.';::'



Jelanie Je ~V:rT P3:r.!~r. Esq.
\fa.rch 6. :000
?age 1

As .....e do not know whilt the scope or nature of the additional document
production will be, we cannot reliably predict how much ildditional time Oil: expert; WQuid need
to review these doc:wnenrs. Ac:cordinily, I suggest that we confer on allew submission deadline
after the FEe produces the rtm3ininl documents.

The Comminee also requests that the FEC attempt to lOcale a specific document,
a "PPS Sampling Operiltions Mmual:' Among the mllttrials produced by the FEC this past
Friday was the "PPS Sampling Implementation Guide" prepllCCl by Emst 4. WhiMey in
September 1979. Page ",,0 of the Ernst" \Vhinncy document mllkel re{emlce to prepar:mon by
the FEC ofthis "PPS Samplinl O!lcf3lions Manual" Althaup I undel1Wld (rem your March 3.
2000 lctte:t to me that '"there is n((internal handbook or manual describiftl the computer program
or the dollar unit slImJ:l1ing procedures." please let us know whetbe a "PPS Samplinl Operations
Mmual" or other similar document was ever prepared by the FEe. Ifsuch. a clccummt was
prepared. please produce it.

Thllnk you (or yOI&f consideratioll oftJIls rcquat.

'37-:
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DeJanie DeWitt Painter, Esq.
Federal Election CommisSion
W3ShinlltQn, D.C. 20463

Re: Buchanan for President Commiltte. be-­
R.epayment Detlrfminatioll (LM 11512)

Dear Dc13l1ie:

Thank you tor responding to the Buchanan (or President Committee, Inc:s
request for a briefexrension oftime in which to liIe its written. post.heannl submiuiol'L I
understand from our tclephone discllS.t;ion today thal you·~ a propou! of~ definite filma dale
in order to consider the QleDSion rcquui;' Accordingly, the Committee proposes to tile its
written submission five business days .fter: I) the Commietet receives any additional
inforritarion the l;EC may produce in ~polt'le to the Committee's MlIIdl2. 2000 requtst for
production ofdocuments; or 2) lhC"Commiuee iuotiJied in writins that the FEe roU no
additional materia.lsro pmdl/Ce;

Pleau aive me a caU ifyou have questions aboUllhis J'fOposai.

Rhonda M. Riven..

{) ­
~-o!:r.
P.ce-

WASHINGTON
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JOhn J.'Ouff,
202.429.8020
IdutfyjjlslIgtouom

\ larch 17. 2000

Via HAND DELIVERY

The Honorable Darryl R. Wold
Chairman
Federal Election Commission
999£ Street. N.W.
Washington. D.C. 20463

Re: Buchanan for President. Incorporated (LRA #;512)
Post-bearinl SubmissioD

1:1:11 c..-C"_. NW
W"'i~ DC2llltlf-17" '

lol'1'llono llI2.42!.3000
~.c"l"uht .ta1.C2!...1!aZ
~.st."D •.CQ'"

Dear Chairman Wold:
..'

On behalfofBuchanan foF'Presicieru. Incorporared (the "Committee;. we submit
he~with its post-hearin& written submissioD.

This submission is bema tiled today pumwU to theCommiaee's qreemeDt witb
the Office ofGeneral Counsel thai the Committee's submission would be due' five business days
after the FEC confirmed thai it had completed its production ofdocuments to the Comminee.
The Comminee received the FEe's confmnalion on March 10.200&.

Sincerely.

~~~~/mIlL
JohnS, Duffy --'-'0

Enclosure
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BEFORE THE FEDERAL ELECTION COMMISSIOl"

In the \-!aiCer of

Patrick J, Buchanan and
Buchanan for President. Inc.

LRA #512

rJ
PJ .-

POST-HEARING SUBMISSION

A Notice of Repayment Detennination was issued by the Audit Division of the
,

Federal Election Commission to Buchanan for President, Inc. (the "Committee") on July 23,

1999. The Notice soug.'1trepayment ofS62.116 of the federll1 matching funds paid to the

Committee in connection with allege4 "improper reattributions" ofconaibutionS' to psrties other. ' ,

than original contributors. I This Notice'ofRepayment Determination was the subject ofan oral.

hearing before the Commissioners on March ). 2000. To te3pond to questions raised by th~

Commissioners and Audit Staffduring the hearing, and to address information the Audit Staff

provided to the Committee after the oral hearing. the Committee files this post-hearing

submission.

,"

I An additional repayment ofSI,634 is souglu for mau:biq fimds paid in connection with
contributions that were subsequently refunded to two specifi~coatributors.

ATTACllw::::NT J _ _.
Page /1.. l)f _1TI__



l. . The Cse of Statistical Sampling in this Case is Inconsistent With Due Process

Courts have made clear thaI use of the resu~s of statistical sampling methods as

evidence by the federal government does not comport with due process unless the statistical

sampling methods employed are "valid and reliable:,2 and the sUbject of the audit has had a full

opportunity to review the methods used and the records and intbrmation upon which the

determination has been basecl.J Based upon the information provided to the Colt'.mjaee by the

FEC. the validity and reliability of the FEC Auditor's sampling analysis has not been established

in this case, and the Committee still has not received the documents nccess8ry to allow it to.. .

check and rebut the FEC's statistical analysis. For these reasons. the use of sampling violateS the

Committcc's right to due process. and the Repayment~on cannot stand.

n. VaUdlty oltbe FE~s~tatildcalADalysii Canot Be Eitablisbecl

As the Committee explained durina the oral hearina on tbis matter. the suitistical

expert retained by the Committee concluded from his initial review of the FEes statistical

analysis that the sample used by the FEe appeared to be biased, and therefore. an invalid basis

for reaching conclusions about the error rate in the population ofmltched contributions as a

whole. The expert arrived at this conclusion based upon an examination ofa bias indicator,

specifically, a comparison of the mean contribution amount in the population versus the mean

2 Webby, Shal",49 F. Supp. 2d 1114, 1124 (N.D. Ark. 1999) (citing SIeMS!! v,
California. 11 F.3cll467, 1472 (9* Cir. 1993) and MicNSg Dep's ofEduc' v. u.s. Dep's of
fubL 875 F.2d 11%.1206 (6* Cir. 1989».

J~ 49 F. Supp. 2d at 1123 ("the use of statistical sampq and extrapOlation" is not
fair or proper where the agarieved party is not given an "oppommUy to rebut" the "detennination
ofoverpayment") (quotinl IIIjnojs Physicians Union v. Mjllet;. 675 F.2cllSI, 1S6 (7* Cir,
(982».

·2-



conti-tbulion amount In ,he sample..-\n unbiased sample .... ould be expected to have an a\ er;:\~e

contribution amounc !1earl~ the same as that in the population. The average contribution amount

or' the population '''''as approximately $90. while that of the sample was approximately $155. The

sample taken by the Audit Staff. therefore. appeared to be biased or weighted toward larger

;:ontribution amounts.

The Audit Staff asked during the oral hearing whether the fact that the FEe

utilized a particular type of sampling, which it described as the "Dollar Unit Sampling" ('"DUS")

method..~ affected this conclusion.1 As the Audit Staff failed to respond to the Comminee's

numeroUS requests for information concerning its sampling method. the Committee lacked

sufficient information at the time of the hearing to determine whether the sampling method use4

could produce an unbiased samph: despite the appeataJ.lCe ofbias noted initially by the-

Committee.6

After the hearing the Audit Staff'pl'Ovided materials prepared by the accounting

finn formerly known as Ernst &, Whinney that describe in general the sampling method it

recommended for use by the FEC.7 According to these documents. Ernst &:. Whinney

J~ Notice ofRepayment Deter:mirwion (LRA #512) (July 23.(999) at 7.

, Oral Hearing. Transcript at 67.

6 sa Respome tl>Notice of Repayment Determination (Oct. 12. 1999) at S (pointing out
that in response to its requesa for information about the basis ofthe Repayment Detennination.
the Committee"hal received no documentation. such as a handbook or manual. explaining
precisely the 'dollu unit sampling.' method" used hcre~.

7~ Letter from Delanie Painter, Office of General Counsel. Federal Election
Commission. to Rhonda M. Rivens. Counsel for the Buchanan for President, Inc. (March 6,
2000).

- 3·
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iecommended that the FEe use a "PPS sampling plan...8 Emst & \\!'hinney described its

recommended plan as "involli[ingJ the use of two methods. namely. the DUS method and the

CAV method:·
q

From these documents. the Comroittee's statistical experts. Professor Dennis J.

.~igner and Patrick G. Goshtigian. have determined that DUS. if oroperly implemented. could

produce an unbiased sample. The experts also determined that the apparent anomalous disparity

between the average contribution amounts in the population and in the sample could be

explained as a manifestation of the DUS method.

If DUS was not correctly implemented., the sample would be invalid. The Audit

Staffhas failed to provide. however. the infonnation that is I!CCessar)' for the Committee to

determine whether DUS was correctly implemented by the.Audit SJa1fin this case. Without

information concerning the selection of~«: sample in thi$ case. the validity and therefo~, the.

legality of the FEe's snalysis here remains in question.

As Professor Aigner and Mr. Goshtigian explain in the att.Iched Joint Statemerlt

(hereinafter, "J.S."), proper sample design and execution is critical to. proper implementation

of DUS. IO Specifically, the sample must be designed to assign probability weights to each item

in the population according to the fraaion that their dollar value is relative to total dollar value.

The sample must theD be drawn taking into account the probability weight ofeach item.

.-
•~PPS SampliDl Implementation Guide;. prepared by Ernst cI: Whitmey (Sept. 1979)

at 2.

9 UI. at S.

10 J.S. at 2 (attached hereto as Exhibit A).

-4·
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The COlilmmee has sought to obtain information from the Audit Staff that r~\ cals

\' hether the sample was properly desl!;med and executed. The Audit Staff has not produced this

informaticn. ",Vhat the Committee has received fro.m the Audit Staff falls into three categories.

first. ehere is general intormation on what sampling method the FEe should implement. i.e..

Ernst & \Vhinney's recommendation. ThiS information tells us nothing about whether the Audit

Staff correctly implemented Ernst & Whinney's recommendation in this case. Second. there is

information on the sampling analysis the FEC conducts in other contexts. i.£., several documents

related to the initial matching submission review process. Again. this material does not tell us,

whether the sample was properly designed and executed in our case; it simply is not relevant to

what the Audit Staff actually did in~ Repayment Determination. Finally. the Audit!?tatf

recently provided an Undated documet1t entitled "Proc:~!JRS for Reviewing Matching Fund

Submission 99 (Sub99)" with three attachments. which it characterized as describing "the

procedures used to draw and review the sample that is the basis oftbe repayment

determination.,,11 However. these materials do not provide information on the critical issues of

sample design and execution. 12

The documents produced by the Audit Staffdo not answer the pivotal question of

whether DUS was properly implemented here. To demonstrate proper implementation. the

II~ Letter ftom.Delanie Painter, Office of General Counsel. Federal Election
Commission, to RhondaM. Rivens. Counsel for the BuchaDm for President, Inc. (March 10,
2000) at 2.

/2 The "Sub99" documem only addresses how the Audit Statflabeled sample itemS as
errors; and the "Sub99" attachments supply no other helpful infonnation about sample design
and execution. namely. whether probabilitY weights were calculated for eacb item in the
population and whether the sample was then drawn accounting for these weights.

·5·
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Commlttce needs materials showing that probability we,!,:;hts were calculated for each item in trle

population and that the sample was then drawn accounting for these weights. t) In the absence of

these materials. the Audit Staff cannot demonstrat~,and the Comminee does not have a fair

opporYunity to rebut.l-l the appropriateness of the Audit Staffs reliance on the sample: and the

conclusions about the population that it has drawn from the sample. Since the statistical

sampling method cannot be used as evidence under these circumstances. the Audit Staff has not

shown the existence of errors to justify the Repayment Detennination it has recommended to the

Commission. /

B. The Audit Staff's Error Estimate is UnreliablelUld ThereCore is (Dcouitteat
With Due Process

Statistical szmplingm~ !'e reliable to "comport with due process. tS Evenif.
Audit Staff's analysis was accepted as correct, Professor Aiper IIDd Mr. Gosbtigjaa have

observed that the analysis is highly impRc:ise. This imprecision calls into question the reliability

of the results ofthe analysis.

The Audit Staffestimated a 9.570,4 error rate and +1- 3.69% margin of error at a

95% confidence level.If As the Committee's expertS explain. this cstimare's margin oferror.

13 Specifically. Professor Aigner and Mr. Goshtigjaa state that we need materials such as
the input data files in additioo to the program executioD lop (or other evidence that the FEe's
computer proaruus were lUllwith the proper inputs) aII4 program outpUt files. 1.S. at 3.

14 As discuacd~ courts have heJd that the use ofstatistical samplins methods by the
federal govemJDall comporlS with due process only if the subject ofan audit has bad a full
opportunity to review themetbods used and the records and information upon which the
determination has been based; Webb- 49 F.S~ 2d II Illl_

I' Stt cases cited mm 81 note 2-

16 Notice of Repayment Determination at 5.
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"hlch IS one-third the Size of the estimate. is ··qulte ImpreCise by stattsllcal norms.'" Due

process requires a more reliable estimate. hO\\t:\"er. and cannot be satisfied by a margin of error

thil! is one-third the size of the error rate.

\lillile an acceptable level of precision is a matter of opinion or policy.. such an

opinion or policy must t3ke into account the purpose of the estimate. Here the purpose of the

estimate is to detennine an amoWlt that the Conuninee must repay to the government.

Panicularly in this instance. in the interest of fairness the Audit Staff should develop a more

precise estimate - one that didn't produce a large range ofpossible estimates. The Audit Staff,

states that its desired level of precision for the error rate is less than 4 percentage points. whicb it

obtained with this sample. While a +1- 4% margin oferror may be ~eptable for relatively larg~

error rates (u. 50%). it creates WIde ranges surrounding low estimates such as 10%. or lower.. ,". .

For example. if the Audit Staffhad estimated aD error rate of2% with a +/- 4% margin oferror.

the uncertainty is so large as to render the estimate essentially useless.I '

To increase the precision of the estimate and satisfy the requirements ofdue process. the

Audit Staffwould need to expaDd the sample as described by Professor Aigner and Mr.

Goshtigian.19 Alternatively. as the Committee suggested in the oral hearing. the Commission

could request repayment of the lower bound of the estimate. The Commission would be

conservative in requestin& 541,295 as the repayment determination (if therew~3) errors in the

sample) because-this is the"amount that the Commission is reasonably confident does not exceed

11 1.5. at 4.

·,
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the: true population value.'Q The !ntern3.1 Re\enue Service employs this conservative approach

"hen uSing statiscical sampling as 3!l audit technique. \Iv"hen the IRS determines an amount to be

:epaid to the government based on a sample. it us~s the lower bound of its of its confidence

in<~r,"ai to compute the repayment amount.' I The FEC argues that statistical sampling.-

guessing - is the best it can do in a situation where individual verification of the repayment

amount is "pragmatically impossible."u However. if the FEC is going to guess about how much

money is owed to the government. the FEe should be conservative.

During the hearing1he Audit Staff asked whether it would be more consistent to

seek repayment based on the midpoint of the Audit Staff's elTOr estimate rather than the lower

bound. since matching~~ are paid to committees based on~emidpoint.23 Such a policy .

mixes apples and oranges. The purpose .for.which matefling funds are paid is unrelated to the

purpose of repayment determinations. In the payour context. the FECs purpose is to promote

congressional intent to publicly finance campaip. Arguments can be made for using either en4

of the range oferror estimates in the payout conteXt. For example. ifthe FEe desired to promote

congressional intent to the fullest extent possible. the FEe could disbUtse matching funds based

on the lower bound of the: error estimate.1L payout the greatest possible amount ofmatching

funds.

20 I.!L

2\ til. (ciq StatisbcaJ Sampling Report (Attachment I to IRS Memorandum Re: IRS
Statistical Sampling System) (attached as Exhibit A-3».

22 Notice of Repayment Determination at 7.

~J Oral Hearing Transcript at 67-68.

.- "f -~
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In the repayment context. In contrast, the FEes purpose IS completely Jifferent

The f-'EC is taking away money to which a campaign lnltl,:lly was entitled. Taking away money

IS <l corrective measure that requires that the FEe demonstrate error on the part of the campaign.

:\s explained above. where the FEC cannot demonstrate error with an acceptable degree of

precision and reliability, use of the lower bound of the error estimate is warranted,

C. The Survey Process Was Unfair, Unreliable, and Inconsistent With Due
Process

The Repayment Determination was based on the results of wrinen surveys and

oral "interviews" oCcer.ain contril:!utors who were part aCthe sampie selected by the Audit Staff.

Since sampling comports with due process only where the subject ofthl: audit has had ~ full

opportunity to review the methods used and the records~d infonnation on which the

determination has been ba:sed.24 the Committee made .ated requests to review any DOtes or

other information memorializing what took place during these "interviews." As noted during the

oral hearing. the FEe has reNsed to the Committee's requests, in effect preventing the

Comminee from reviewing a critical pillar supporting the Repayment Determination.25

The result is that although the Committee knows that certain "erroneous"

reattributions were based 00 these "interviews." the Committee cannot rebut the FEC's findings

because the Committee has no knowledge ofwhat was said in the interviews. Moreover. the

24 s.a note 3. ma.
2S The FEe has produced only wrinen survey response forms for the contributors whose

reattributions were deemed "improper." s.a Lener from Joel Roessner; Attorney. Federal
Election Commission. to lohn J. Duffy (October S. 1999) at I (appended to the Staff's
Memorandum to the Commission for Meeting of March I. 2000 (Agenda Document No. 00-23)
as AttaChment 3).

·9- ~!4·J."'~.
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Committee IS unable to determme ",helher the interViews were even conducted properl~ The

information the Committee has gleaned thus far about the interviews leads to oniy one

conclusion however - the interviews were not properly conducted and thus were inconsistent

with due process.

To be statistically valid. survey and interview techniques must be employed

which are neither improperly suggestive or coercive. 26 The Committee has no information

regarding whether the interviewers were properly trained to conduct the interviews in a fashion

tlult would avoid introducing erro~ or bias into the sample analysis by making improper

suggestions or coercing re3pOndents into giving responses favorable to the FECP Moreover. the

26 "Ifquestions are unfairly worded to SU8gest lII1SWCfS favorable to the party sponsoriJlc,­
the survey. the element of trustWorthiness in .the [survey] would be lackina- The same result
would follow if interViewers asked fair questions in a 1e8dina mamer. Zig Mig. Co. v, Rogers
Imports. Inc.. 216 f, Supp. 670, 684 (S,D.N,V, 1963)(citatioDS omitted)•

.21 A court described the characteristics ofa competent,.scientificaJly and acceptably
conducted survey interview as follows: there was evidence clearly describiDa "the principles and
procedures by which the surveys were conceived and conducted... which was important because
"it is well settled that the weight to be given a survey. , . depends on the procedures by which
the survey was created and conducted." ZiEmsl. 216 F. Supp. at 681 (citations omitted). The
court noted that further indicia of the reliability of the survey were the fact that "[t]he procedures
used to avoid sampling mors and errors arising from other sources. the methods ofprocessing.
[and] the instructions for the interviewers •. , were also described. Two ofthe interVicwas
testified that they were experieDCed in interviewing. explained the manner in which the
interviews were conducted. aDd swed that they did no\ know the purposeof the surveys [which
prevents interViewers from biasina the survey by improperly suqestina a desired t'ClSpOn5e]. All
of the original responses to the questions as ~rted by these interViewers were made available."
rd, at 681·82.

.
None oftbis ac:curred in the Committee's case. While tbe FEC may argue that the Zhum

case is applicele here bee."se i\ dealt with use ofa consumer survey to demon.strate trademark
confusion. the fact is thalthe case is relevan\ bee.llse the survey proponenl in~did the same
thing the FEC attempu to do here - it seeks to use survey respoDSes at lepl evidence. The court
in Zimzg instructed that ifsurvey data ale to be u.tcd atevi~the data must be'1rustworthy."
that is reliable. None of the indicia of reliability described in~ Ire present here. therefore.
the use of survey data by the FEC is inconsistent with due process.

- 10·
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[3.et lh3.t the FEC hJ.d to contact se\ eral respondents for purpos!:s of "claIlfication" 'iuggests that

the sur."ey i!seff was no! well-designed. !.&.. not designed to reduce the incidence of amOtgult: In

both questions "and responses.:'

.~t least two of the 3I "errors" the Audit Staff enumerated were apparently

established solely by means of these telephone mterviews. No WTlttcn survey responses were

produced by the FEC for these two reanributions - they simply appear as errors in the Audit

Staffs computer print-outs. These items are: Carlita Brown and Roderick Fox. The Committee

strongly protests the inclusion of these items as errors because the Committee has had absolutely
/

no opponunity to rebut these determinations of error. To characterize these items as errors while

depriving the Committee of an opponunity to review them viol~ the Committee's right to due

process. These items should not be counted. ...
The written surveys produced by the FEC also reveal that the FEC was arbitrary

in counting certain items as errors based on those wrinen responses. Two examples. contributors

Anna Newton and Sheila Thomsen. were cited by the Committee in its Response to the

Repayment Determination. Although the FEC recently provided additional information that it

supposedly relied upon in counting these items as errors, this additional information fails to

21 The guideline for devising survey questions followed by me IRS instructs that
"questions should be careNJIy consuucted in written form. even wileD they willtle used in
interviews. _•. Clarity is cesena" ... ambiguous questions result in ambiguous answers and
useless data... I.R.S. Manual § 1282.52 (IRM 1282)(July 18. 1990)(available 21 Westiaw at
IRM 1282). To the Committee's knowledge, the FEC did not consuuct written interView
questions; ifsuch questions exist, they were never produced to the Committee, despite its
request for such infonnation. -S.=.Lener from Joel J. Roessner to John J. Duffy (Oct. 8, 1999) at
1. To the extent that the interViews were not conducted KCOrding to written questions prepared
in advance. it is probable that the interview process introduced a bias into the FEe's analysis.
especially since the interViews were not conducted by trained.. impartial interViewers.

- 11 -



dembnstrate that these items were "errors'" even accepting the FEes parameters for '... hat It

deemed "proper" reattributions.

Ms. !'<ev.10n responded in the v.Titu.n survey that she did not understand the

meaning of "reattribution" in the survey.:9 With no information aside from this. the Committee

was initially forced 10 conclude Ihat Ms. Newton's lack of understanding rendered her unable to

provide informed responses to the FEC. Uninformed responses, of course, cannot fairly and

reasonably form the basis of any determination oferror. The Committee was recently informed

that the meaning of "reattribution" was explained to Ms. Newton in a telephone interview anel

that because of this explanation and the fact that Ms. Newton also responded "no" to:he wrinen

survey question of whether her reattributee had the right to withdraw from her bank. she was. .

counted as an error,lO However, Ms. Newt~n also indicated on her survey that she didn't recall

whether her reattributee had given her funds for the conttibution. The FEe makes no reference

to this ambiguity in Ms. Newton's written responses. Consequently. although the Statfmade the

effort to explain the meaning of"reatlribUtiOD" to her. it appears that no effort was made to

clarify whether she received funds from her reattributee. To clarify one point and not the other is

unfair: Ms. Newton's response remains ambiguous despite the interview and her reattribution

should have been excluded as non-responsive rather thaD counted as an error.

lrJ another example ofarbitrariness. the wrllteft survey response ofSheilaM.

Thomsen reflected that sba I!Ulde a reattribution to her husbaDd, DavicU. Thomsen, drawn OD

29 Survey Response ofAnna Newton. LRA #466 atz.
30~ Staft"s Memorandum to the Commission for MeetiDa ofMarcb 1,2000 (Agenda

Document No. 00(23) at 1.

- 12 -
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(h~lt JOint account. ,. The Staff claims that in a "telephone contact:' it was able to "cianI;" thJt

the re:HT.rlbUlion "as instead made to her son. David .-\. Thomsen.': Yel this is in direcI conflict

\\ Ilh elerything l\Tinen by Ms. Thomsen in her survey response. on which she crossed OUI Ihe

pre.printed reference 10 "David A. Thomsen" more than once. indicating Ihat it was a

typographical error. and repeatedly indicated that her reattribution was [0 her spouse. David 1.

Thomsen; she wrote nothing about a reattribution to a son. There is no evidence of a

reattribution to her son other than the Staffs notation of the "telephone contact."

In Ilone of the aforementioned instances were notes ortranseripts of the telephone

interviews made available to the Committee. Yet. this information is ofparticular importance in

situations where. as here. "errors'· were established solely by means ofthese interviews. This

lack of information demonstrates that the Committee~ not been given an adequate opponunity

to rebut the FEe's sampling a..u1ysis. Thus. the contributions ofCarlita Brown. Roderick Fox.

Anna: Newton and Sheila Thomsen should n«>t be counted as an errotS. Accordingly. the amount

of the Repayment Determination should be reduced to S34.532.47.lJ>

31 Survey Rcspons&ofSheila M. Thomsen. LRA #466-.

32~ Staff's Memorandum to the Commission for Meeting ofMarcb 1.2000 (Agenda
Document No. 00-23) at 7.

J3 This amount was calculated by the Committee's experts using a "T factor" of 1.96
(based on 324 observations and a Normal distribution) and the lower bound of the 95%
confidence interval. sm 1.S. at 3. n.2.
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II. The Repayment Determination is Improper Because the FEe Has (ncorrecth'
Defined "Erroneous" Reattributions '

The :\udit Division has defined "errors" as reattributions by a contributor to a

person who "did not have the right to withdraw funds from the contributor's bank acc()unt.~:'

refusing to consider the responses of contributors indicating that the reattributee gave the

contributor the moriey to make the donation.34 This definition contradicts regulations providing

that contributions arc matchable ifreattributed to persons who owned the contributed funds and

possessed the requisite: donative intent.

The: FEC appears to'eonclude that only reattributioDS that comply with II C.F.R.

§ 9034.2(c)(2) arc: matchable:. that is. it simply concluded that laclt ofequitable ownership ofa

barilc account precluded a proper rc:attributiol1, failina to consider the possibility ofc:quitable

ownership of the: funds within the hAnk aCcOUQt. The!1UlgWIIC of the reguJatioDS do not support'

such a requirement. II C.F.lt. § IIO.l(k) provides for rc:auributions lIIId contaiDs no reqUirement

that the reamibutc:c: share the reattributor's bank account. Also. 11 C.F.R. § 9034.2 and 9034.3

describe: IT'.atchable: and non-matchable: contributions and contain no reqWrement that the

reattributions be: rnadesmlx between spouses or joint tenants ofbank accounts. Section

9034.2(b) requires only that a check be written "on a personal. C:!ICtOwor ttust account

representina or sontainina the contributor's personal funds." An account, whether it is a

personal. escrow or trust accoWII.l;ontains a reattributee's personal fimds where-. as here. the-

34~Memorandum from Robert 1. Costa. Assistant StatfDirector. Audit Division. FEe.
to Lawrence M. Noble. General Counsel. FEC (1uly 12, 1999) all.
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r~J([rlburee paid tunds :nto the reJI:rJbutor" 5 personal aCCClum for the purpose of effecting J !Oln!

comribunon or realtribulionJ ;

This transaction is not an un.rnatchable contribulion in the name of another

because the realtributee' s name is submitted 10 the FEe in connection wilh the reattribution...\s

e:<plained by the Audit Division, the FEes o....n guidelines provide for acceptance of a separate

\\Titing as sufficient 10 comply wilh the writing required by § 9034,2:16

The Committee's review of survey responses reveals that 9 of the 3 i "improper"

reattributors. more than one·fourt!}, reported receiving money from reanributees. apparently

contemporaneously with the reattribution decision. to justifY the reattribution.37 Stated

differently. at least one·f~W't;h of"improper" reanributees were ~e equitable owners of the

reattributed contribution. The FEC states tbat there is ~'insufficient evideDce to verify" whether.". .
the reattributees in fact gave money to the contributon.JI other, ofcourse. thaD the statements of

3$ As the Committee explained during the oral hearing. UDder well settled legal principles
such a transaction also creates a trUSt in which the reattribuue bu equitable ownership of the
money he or she pays to the reattributor for the purpose ofeffectiDa a joint contribution or
reattriburion. ~ 89 C.l.S. TrustS § 2 (1955) at p. 712 (the tenD "trust." describes the
relationship in which one. person holds "an equitable right. title. or interest in property. real or
personal. distinct from the legal ownership thereof."). Additionally. such transactions result in
matchable reattrlbutions even if the reattributee gave the reattribulor cash because the
reattributed contribution is Jmlsubmitted to the Committee in the form ofcash.

36~ Oral He8rin1Transcript at S4 (Ms. Thomas: "1'hc commission's ... Guidelines
for Presentation in Good Order for matching fund submissions does provide for committees to
seek reanributions ofcontributions by allowing the committee to present with the contribution a
separate document that identifies!he contribution by date-- and to attest to the fact that a portion
of it is to be reattributed to some other individual.;

37 The FECs written survey of contributors specifically asked ifthe contributor had
received any money from the reattributee to make the contribution or reattribution in question. If
equitable ownership of the contribution money is irrelevant. however. the Committee is very
curious about why the FEe asked this question ofcontributOrs in the first place.

31 Notice of Repayment Detennination at 9.

- 15 -



Ihe respondents. whIch the FEe. for thIS limited purpose, IS prepared to ignore or deem

unreliable..~.lj of the contributors' other statements. Ie .. those that support the Audit Division's

position. receive full credit. While the statements !Jfthe contributors may be the only evidence-

that r~anributees gave money to the contributors to justify reatt.ributions. there is. on the other

hand,!lQ evidence that they did not. 39 These items should be counted as proper reattributions,~"

III. Conclusion

The use of sratistical sampling in this case is inconsistent with due process

because the validity of the Audit Staff"s sampling in the case has not been established and cannot

39 The FEC also lWumes that the Committee must bear the burden ofprovina that each of
the sample items is in fact aproper reattribu.tion in order'to reduce the repayment determination.
~ Staff's Memorandum to the CommiSsion for Meeting ofMarch 1.2000 (Aaenda Doc:ummt
No. 00-23) at 6 ("Because the repayment amount is based on a sampq teebniq~ che-' .
Committee may provide sufficient evidence that any or all of the 31 sample items considered to
be errors arc related to properly reattribUlCd. matchable contributions in.order to support its
contention that the Commission should reduce the repayment amount." The FEC cites no
regulation for its assertion that the Committee bears this burden in this fC1)ayment determination;
neither could the Committee fmel such a requirement. The repayment determination regulations
state only that a candidate may submit "materials demonstratiDa that no repayment. or a lesser
rep2....ment. is required." 11 C.F.R. § 9038.2(c)(2)(i). The Commiuec hudone precisely this by .
demonstrating that the Audit Stafrs statistical analysis is WIRliabl~ CoDtl'lly to the FEC's
sugg:stiO'1., the Committee does not bear the burden ofcollecting "documentation .. such as a
copy ofa check or odler nqotiable instrUment made payable to the original contributor at the
time ofthe reaaribution for die amoum reaaributed.. for cadi purponccl en'lW.~Stairs
Memorandum to tbe CommiuioD for Meeting of March 1. 2000 (Allenda Document No. 00(23)
at 6-7. The FEC enoncously assumes that the burden on a committee isdie same in a repayment
context as it is in aD initial-submission context. The two situalioDSdiffer. however. because in.
the repayment COIIIeXf. a committee has already been given the marchin& funds. thus repayment
is predicated on tbe FEC demonstrating error on the commiuee's put. A committee is not
required to prove a neptiVIt. tbaa is. that it hasn't not done sometbirIB.

40 Equitable ownas of reattributed funds because the reattributee gave money to the
reattributor for the contribution arc: Patrick Brown. Calvin Jeffries. Augusta Jones. Michael
McCoy. Joseph Phillips. Michael Shefrin. Patricia Silva. William Watkins. and Ann Zaremba.
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h~ r-ebutled by the CommlClee Fer :hls reason. the Commission should find [hat no repa: men! IS

due.

Alternatively. even If the Commlss.ion accepts the Audit's Staffs :malysis. due

process warrants that any repayment be computed based on the lower bound of the Audit Staff 5

error estimate. because the estimate is highly unreliable. Accordingly. assuming 3 i errors in the

sample. the Repayment Determination should be reduced to $41.295.

The Repayment Determination should be funher reduced. however. because the

Audit Staffincorrectiy determined that there were 31 errors. Four of these "errors" should nOI be

counted because the FEe's survey process was arbitrary, unreliable and inconsistent with due

process, reducing the repayment amount to $34,532.47. An additional nine "errors" should not

be counted because the FEe incorrectly defined "erroneous" reat1ributions. resulting in a total
• < '. .'

repayment amount for 18 remaining errors (31-4-9" 18) 0($19.849.44.

Respec:tfiilly submitted.

~~John J. DufiY
Rhonda M. Rivens
Steptoe & 1ohnson. LLP
1330 Connecticut Avenue, N.W.
Washinaton. D.C. 20036
(202) 429-3000

March 17, 2()()()
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ExhibIt '"

BEFORE THE FEDERAL ELECTION COMMISSION

.,

in the Matter of

Patrick J. Buchanan and
Buchanan for President. Inc.

)
)
)

)
)
)

LRA #512

We are Denais J. Aigner, Professor ofMaDaacmclit ancl £c:01lOlbics, Gracluate School of

Management, University ofCalifomia..; Irvine. aDd ASsociate Oem for BuiDeS! Maaagemenr..

University ofCalifomia- San1a Barbara, aDd Patrick G. Oosbti~ Vice President, ADalysis

I.

Joiat Statemellt of
Professor Dennis J. Aiper aDd Patrick G. Gosbtiliaa

latroductioD

Group( Economics, Los Angeles, California. Our curriculum vitae are aaached to this statement

as Exhibits A-I and A-2. We have been asked by Buchanan for President, Incorporated (the

"Committee") to review the swistical analysis conducted by the Federai Elec:tioa Commission

("FECj in coanectioa with Repayment DeterminatiOD LRA #.512. We have concluded tbal the .'

FEC'5 Audit Staffhas not pmvided the informatiOD necessary for the Committee to detmniDe

whether the Audit StaB's Slalistica1 analysis wu properly implemented. It is also our opinion.-
that the Audit Stl1rs enor estimate, if accepted u comet, is too imprecise for the purpose of

making a repayment determination. Our tindiDgs are set forth in greater detail below.



.,

(l. The A.udic Staff Has Failed to Provide tbe Information that is Necessarv for che
Committee to Determine if the Sa~ple was Properly Selected .

In making: the Repayment Deterrntnation at issue here. the Audit Staff relied on a

statistical sample of matched reanributions. Base~ on this sample. the Audit Staff conducted an

:ludit of the reanributions and ultimately conciuded that 31 of 324 were in error. They then

estimated the dollar amount of reanributions in error in the population of matched reattributions

by multiplying the error rate (31/324) by the total dollar amount ofcontributions. $649.2\ 0.52.

This gives a "dollar value projection of the errors' of $62.115,82.

In general, this method will produce a biased estimate of the dollar amount of

reanributions in error ifsimple random sampling is~ unless all contribution amounts ue

equal, which they are not An indicator ofpotential bias in this in5taDce comes from ~omp~..

the sample mean contribution ofapproximatCly $155 to the population mean of'approximately
.' ,

$90. The sample is clearly weighted toward larger contributions.

Recently, the Audit Staffprovided us with additional material on sampling and a general

description of their sampling method. the "Dollar Unit Sampling" ("DUS") method.

After reviewing the additional information. we have concluded that DUS, ifproperly

implemented. will produce an unbiased estimate. and that the apparently anomalous disparity

between the average contribution amounts in the population and the sample can be explained ms a

manifestation of the DUS method.

However, a propenample design is critical to proper implementatioll ofDUS.

S~ifically, DUS~ ifused comedy, first assigns probability weights to each item in the

population according to the fraction that their dollar value is relative to total dollar value. The

sample must then be drawn taking into account the probability weight ofeach item. If the

sample design is not executed properly, then the sample should not be relied upon to draw
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inferences about the population in the way :\udit Staff has done, Although the Audit Staff has

pro\lced documents and ccmpLl£er programs to the Comminee that address in general the

procedures used to draw the sample. these docume.nts do not demonstrate. and do not ailo"\' the

Committee to confirm. that the sample design was properly executed in this particular case. To

demonstrate that the sample design was properly executed. we need materials such as the input

data files in addition to the program execution logs (or other evidence that the programs were run

with the proper inputs) and program output files. I In the absence of these materials. the question

remains whether DUS was properly implemented here.

ilL Tbll Audit Staft's Error Estimate is Too laap~ for tile hrpoM of Maldaa a
Repaymeat DetermiDatio.

Even if the Audit Staff's appli~on ofDUS were accepted as correci.'the estimated

dollar value ofreattributions in error is too imprecise for its present purpose in our opinion.

From a sample of324 matched contributions. the Audit Staff'determined that 3t ofthese

contributions were improperly reattributed. The Audit Staff'estimated an error rate 0£9.57% and

made a repayment determination of$62,11 5.8 J. The dollar value ofsampling error was

calculated as $21,660. t7. A 95% confidence interval for the repaymau detmnination was

established as having a lower bound ofS40,4SS.6S and an upper bound ofSS3,77S.99.l

I The Audit Staffprovided an Excel spreadsheet containiDa the population ofmatched
contributions.. This file doetnot appear to be the data input file requin:d by the programs
subsequently provided bytfle Audit Staff. Additionally, the Audit Staffprovided the printed
output from a proaram that ex1rIpOJares the results of the audited sample to the popuWion dollar
val~

2 The Audit Staff'has improperly calculated the margin of error for the estimate by
utilizing a "T factor" of 2.039. The proper value to use is 1.96 (buecl OD 324 observations and a
Normal disttibution). Thus. the acnaal dollar margin of error for the estimate is $20,820.89. The
95% confidence interval surroundin& the estimaIc shouldranp fromS41,294.92 to 582,936.70.

.,-...~
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';;henev,:r an es,imate of a population '..aiue is made from a sample. there will b::

unct::rtamty associated ',>,Ith Ii, l-iere, the A.udit Staff has estimated that the population of

contributions contams $62,115,8 I in Improper reat:tributions. Given that it is an estimate of the

unknown actual population value. we must consider the precision of the estimate. This

estimate's margin of error is one-third the size of the estimate. This is quite imprecise by

statistical norms. Wbile an acceptable level of precision is a matter of opinion/policy. such an

opinion or policy must take into account the purpose of the estimate. Here the purpose of the

estimate is to determine an amo~t that the Committee must repay to the government. In the

interest of fairness, one would expect the necessity of a V'U'J precise estimate - one that dicln't

produce a large range ofpossible values. The Audit Staffstates that its desired level ofprecisioD..
for the error rate is less than 4 percentage.points, which. ,t obtained with this sample. While a +1­

4% margin of error may be acceptable for relatively large error rates (u. SOOAt), it creates wide

ranges surrounding low estimates such as lOOAt, or lower. For example. ifthe Audit Statfhad

estimated an mor rate of2% with a +/- 4% margin oferror, the uncertllinty is so large as to

render the estimate essentially useless.

To increase the precision oftbe estimate, the Audit Staffwould need to expand the

sample. An expanded sample would necessarily improve the precision ofestimation for the mol

rate and hence for the dollar amount of improper reattributions. Altema!ively, the Commission

could request repayment tJfthe lower boWld of the 95% confideDce interVal. The Commission

would be conservative in requesting 541,295 as the repayment determination (assuming 31 errors

in the sample). This is the amount that the Commission is reasonably confident does not exceed

the trUe population value. We are familiar with the practices oftbcIntema1 Revenue Service and

it employs this conservative approach when using statistical sampling as an audit technique.

-4.



\\'hen the IRS determines an amount to be repaid to the goverl1lTlent based on a sample. It uses

[he lower bound of iis confldence interval to compute the repayment amount. J

3~u.. Statistical Sampling Report (Attachmentl to IRS Memorandum Re: IRS
StatisticaJ Sampling System), attached hereto as Exhibit A-3.
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jjortsllc:1I.·bsoclallon, 1,01 bO I~!arch i965) pp 308-i9

"E rrcrs of \leasuremem and Least Squares Es.tlmation in a Simple Recursive \lodel of
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"A Linear Approximater for the Class Maries of a'(jroupecl Frequency D,istribution with
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"Regression witb A Binary IndependClll VariableSubjea 10 .Enors orOb!CI'Vation.­
Journal a/Econometrics. Vol. I (March 1973). pp. 49-60.

"On the Estimation ofan Ec:onomettic Model ofShon·Rua Buk Bebaviot.."JoumaJ 0/
Econom.lTies, Vol. 1 (Septemba 1973). pp. 201-2010:
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"A Brieflntroducrion to the Methodology ofOptimal Experimental Desip." JournaJ ul
Econometrics (Annals /979-2). Vol. 11 (September 1979), PIJ. 7·26, .

"Sample Design for Electricity Pricing Experiments: Anticipated Precision for a Time-of­
Day Pricing Experiment,.. Journal ofEconometrics (Annab J97f}..IJ. Vol 11 (September
1979). pp. 19S·205.
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Chicago Press,. 1985. pp. 11-41. .

"Commerc:iallIndusuial CUSIOm« Response to Tune-of-Use Electricity Prices: Some
Experimemal Raults- (with 1.G. Hirschberg). TIw RmtdJOIIIfItIl ofEconolfllcs, Vol. 16
(Auwmn 1985), pp. 341-55.

"On· Studem E.....uation ofTeaching Ability" (with F. Thum). JowrnaJ ofEconomic
Educaliort, Vol 17 {Fall 1986). pp. 243-66.

"OptimAl Experimeatal Design fot Error Componems Model$" (with P. Balestra).
Economemca. VoL 56 (July 1981), pp. 955-71.

"Me and My Shadow: Saimatina the Size oCme U.S. Und.erp'cund Economy from Time
Series DaIa'" (with f. Schneider Ind D. Ghosh), Chapter 14 in W. Barnett. et al (eds.).
Dynamit: F.I:t/ntJIrNtrieM_Uinr. Cambridae Universicy~ 1988, pp. 297-334.

"On Econometric~Iogy anQthe Sean::h for Causal Laws·, 1M Economic Rflco,d.
Vol. 64 (December 1981). pp. 32)-26.

"Self-Selection in the Residential Eleclricity Tune-of-Use Pricing Experiments- (with K.
Ghali), Jounrt:U ofApplied Econometrics, Vol. 4 (December 1989), pp. S13 I-S 144.

"Latent Variables-, in J. EatWeIJ. ef aI. (eds.). 1M NN Palgrave: Economflll'lcs.
Macmillan, 1990, pp. 1181-122.



"SampieDesign Consideratio~,s for Telephone Time-of-Cse Pricing Ex.penmems with an
.~pplicatlon to OCT-.-\ustralla (u,lth D Fiebig), In A deFontenay. et aI. (eds.).
7"lticommumcauoflS D"mand ,\'fweillng, :--iorth-Hol\and Publishina Co 1990 pp ~-;9.298 :>' ,. _.

"Expenmental Design for Direct ~etering of Residential Electricity End-Uses" (with P
Schonfeid), Chapter [4 in J Gabsze'..vicz. et aI. (eds.). EconoMIC DeCISIon-Making'
Games. Economemcs and Oprrmr:allon. Elsevier ~;orth-Holland. 1990. pp. 303.3:5

"A. Random Coefficient Approach to the Estimation of Residential End-Use Load
Profiles" (with D Fiebig and R. Bartels), Journal ofEconometrics, Vol. 50 (December
1991), pp. 297-327

"Data Pooling and Self-Selection: A Mixed Effects Hierarchical Approach" (with K.
Ghali). Chapter Sin W.E. Griffiths. et al. (eds.). Readings in £COl1OmeiTIC Theory and
Practice, North-Holland Publishing Co., 1992, pp. 103-42.

"The Response of Small and Medium-Size Business Customers to Time-of-Use (TOU)
Rates in Israel" (with J. Newman and A Tishler). JOUl7ItJ1 ofApplied EcoTfomemcs. VoL
9 (1994). pp. 283-304.

"The Response to Residential Time-of-Usc Electricity Rates in wad- (witli M Amit awl
A Tishler). Chapter 35 in D. Berry, et aI. (eds.)~BQ)WStan Ana6'su In StatIStics aid
Econometrics: E.ssays in Honor ojArnold ZeilMr. JaM Wiley It Sons, 1996. pp. 409-2%.

FORTHCOMING:

"Statistical Sampling and Analysis in LitiptioB''' to appear in.D. Slottje (ed.). 1M Role of
/hl Academic Economist in Litigation Support. Elsevier Science .l'ublishers. 1999.

Graat History

NSF "The Computation and Data Library Capabilities for Research in the
Social Sciences- (with Richard Day). April t. 1968 to March JJ.
1970. S2J2,9OO.

NSF •An Econometric Investigation of Shon-Run Bank Behavior." FebNary
I. 1910 to lJ.aly 31. 19n. 562.500.

NSF -Computation and Data Libnt)' Capabilities for Social Science .
Researcb.- January 1. 1971 to December 31. 1912.5110.000.

NSF "StNe:tuRJ Modelling with Unobserved Variables- (with Arthur S.
Goldberger). September 1. 1973 to August 31,1916.5146,000.

NSF "The Role afLinar Hierarchica.l Models itt Applied EconometriC$"
(with Yael Haitovsky). July 1. 1979 to Apri130. 1981. 5115.951.



"·SF'~e\e!oprirenr.of a Gerre!'c Econ<?m~tne ~ode! for AsseSSing the
." e!tare Implications or Tlme-at-Dav Pnclng for Households." :-'larch
i.198-ltoFebruary:S, 1936575.(87 Ex:tensiontoAugust31.
1986 519,-154

EPA "Workshop on Capital ~Iarkets and En"ironmental Performance". September t.
1998 to AUg1Jst J 1. 1999 $18.020 _El\."tension to August 31. :;000

Conferences & Presen~tion5 (recent)

"Demography and Distl"'..Ist: The Latino Challenge to Civil~ghts and Immigration Pohey
in the 1990s and Beyond," 3ti Annual Symposium, La Raza Law Journal and
ChicanoJ1.atino Policy Project, UC Berlceley, March 1994 (presented paper)

"[mmigration and the American Mosaic." The M.1nIuttan Institute and. The Pacific
Research Institute. San Francisco, April 1994 (presented paper).

"California Immigration 1994," California Policy Seminar, Sacramento, April 1994­
(presented paper).

"Reengineering UC Depanmenu-A Cue Presentation· (with R. Owens), UC
Manasemenllnstitute. July 1994. .

"Immismion: Put, Present aacl Fuw..e."Graduate- School ofBuainea AdminisuatiOft

and Leadership. Monterrey Instinne ofTechnololY (Mexico), February 1995.

"Information Technology and Iu Impact on Hip Education in the Year 2000: Taiwan
National University, May 1995.

"Information TechnololY and Its Impact on Higher Education in the Year 2000," Hong
Kong Baptist University, May 1995.

"Making Effective Use ofFKUlry in Developing a Strategic: P1aa." AACSB Annual
Meeting,. Loa ADpIa. April 1996 (session co-Iader);

"MeuuriJla Pcrformanc:e in Higher Education," UC Management InsUtule, July 1996.

"The Elusive Notion ofLeadership," Graduace School ofBus... Administration and
Leadership; MolUerrey Institute ofTec:hnololY (Mexico). Match 1997.

"Businessllld the Environment: Toward a New RelaIionship." Ondua&e School of
Business Adminisu'ation and Leadership, Monterrey Institute ofTechnololY
(Mexico), May 1999.

"Business and the Environment: Toward a New Reiadonship.." Cenrrat American Institute
ofBusiness Adminisuuion (Costa Rica), May 1999.-
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Professional Service (recent)

CommJttee en tl~e :"ationaJ Energy \lodeiling System. Energy Engineering Beard.
;'-.·atlonal Research Councl!. 1990.9:

Amencan Assembly of Collegiate Schools of BUSiness. Business AccreditatIon Commmee,
1993-95 (Accreditation Site Visl! Teams CniverSlty of Virginia (Darden).
Wash.in~'ton L'niversity (St Louis)), "1996·97 Nominating Committee, 1995-97

.-\cademic Program Review Team. College of Business. Arizona State University. 1996

Panel to Study the Research Program of the Economic Research Service, Committee on
National Statistics. National Research Counca, 1997-1998.

American Assembly of Collegiate Schools ofBusiness, Accreditation Site Visit Team
(Chair), Simon School ofBusiness. University ofRochester, 1998.

Study Co-Director, Orange County Executive Survey, University ofCalifcmia Irvine,
1994-98; Director, 1999-present.

Otba' Service (receat)

Workers' Compensation Rate Study Commission (Chair), Swe ofCalifomia, 1990-92.

U.S. Servic:e Academy Review Board., 1992.

Southern California Edison Company, Research Policy Board, 199%·9S.

Design Team, California Vtrtual University lnitiative, 1991-91.

CommuDity Service (recent).

Industrial League ofOrange CountY. Board ofDirec:tors, 1989-950 (Chair. ace.Tax
EquitySubco~ 1992 & 1993.)

Jr. Achievement ofSouthern California, Board ofGovemon, I991-I99S:'

International Forum for Corporate Directors, AdWory~ 1993·199S.

Assoc:iatiOD for Corporate Growth, Advisory Board, 1992-1997."

Board ofTRISlea,. Worfel AfWn Council ofOrmgeCoumy. 1995-~

Board ofTRlSlell.-scum.Coast Repertory. 19%-1999,

10



Exhibit A-2

Patrick G. Goshtigian
Vice President. AnalysIs Group/EconomIcs
601 S. flgueroa. Suite 300; Los Angel~s. CA 90017
(~;J) 8964541
Pllo.-thtlgJan'o :l.g.. !nc.com

'J.'V/W.~g:·iflc.com

Education

M.B.A.. The A.'lderson School at UCLA

B.S.• Economics. Massachusetu Institute ofTechnology

Chanered Financiai Analyst

Professional Experience

March 97 - present Vice PresidCllt; Analysis GrouplEccnomics. Los Angeles. CA

July 95 - March 97 Sr. Associate, Analysis GrouplEcanomics. Los Angeles, CA

Dec 92 - July 95 Associate, Analysis GrouplEcOJ?Omics, Los Angeles. CA

July 91 - Dec 92 Sr. Researcb Analyst; Analysis GrouplEcoDomics.1.oI Angeles, CA

June 89 - July 91 Research Anaiyst; Analysis 0r0upIEc0D0mics, Los ADpJes, CA

Selected CoasuJdDI Alsipmea..

Statistical Analysjl

Mr. Gosim!p1D has applied sopbisticated ecoaommc teehDiqua in numerous cases.. In addition
be has sismficant expcrieuce in sample de:sip mG impletnClltabon.

CJ FOrtuM JOfJSItippUw CiNrrptDIy: Lecl me team Ihalsampled anclaalyzcd iboUSlDds of
invoices 10 estim • te !he toW impCostS clwied to a panic:u1lr customer.

CJ /.0$ Anpla Coumy /JqItIrIIfwu 0/Health: {JsinW smrrpl~ aNI databal. tI1UU:VSU. evaluated
timeliDaa ofmedKal~ durina vario.. time perioda

CJ Scudutm CfIlifont/tJ qa eo"'pGIr)1: ConstrW:tect statistical model to evaluate the impact of
coDlJDCl'Cial c!anlncl"side IIlIDagelllCllt programs. .

Product Ljabjljry

Mr. Ciosbtigian has combined statistical techniques witb cash flow modelinS to construct
corr.~~'!hensive models OfpotCDtw damages resulting from product liability.

CJ Fortune 500 Chemical Manufactunr. Developed a financial model ofpotential liability
incorporating disease incidence and prevalence rates giVCII various scnlcmCllt alternatives and
continued litigation.
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Parncic G C"Shflglan Page:

:)' 4sbesios .Hanu./a':lUrer· Deveioped >CJ[ls[lcal model tu forecast continued claims JQalr.st a
company gIven mformatlOn concerlllng the current claIm e:>:penence. -

::J International Chemic'll .'vf'lnujaclUrer. Deveioped financial model of potential liability at a
carget company to advise the board of ditectors of acquirer.

Entertainment

Mr. Goshtigian has significant experience applying economic and financial concepts m the'
entertammem industry.

Q MGMIDANJAQ v. Sony Corp.. er. at,: Evaluated performanceofMGM lPO given Sony
announcement regarding James Bond film production. Conducted valuation of the lames
Bond franchise.

.Q Garry Shandling \I. Brad Grey. er. af.: Calculated value ofseveral television production deals.
Evalwued the economiCJS oft~ television syndication market.

Securities

Mr. Goshtigian has evaluated and critiqued damage claims in numerous securities litigation eateS

. under SEC Rule lOb-So Through event stUdy analyses, he baI'ReSIed the materiality of
allegations of fraud and re-consuuc:ted appropriate val~~ineL

CJ Meris LaboNltories Securities Litigation: EvaluatecllOb-S claims involviDS failed acquisitiOtr
and alleged accounting improprieties. Applied lollS causaUOII priDciples aDd won case tHrough
summary judgement.

CJ AHI HeaithctUfl Securities Litigation: Evaluated IOb-5 aDd SectiOll 11 d.lmege claims.
Applied principle of loss causatiOD to assess effects of failed acquiai1ion on stock price.

C1 TriTI#J~LidgtUimr. Fora software mamafic1urer. appliedlOSl causaUOII principles to
Section II damage claims.

CJ SoftwQl'fl Toolworla S«uritiG Litigatiofl: Evaluated damaps presemed by the SEC for select
members ofrile board ofdiIectorI based on alleged impropct revCDue recolJllitiOD •

C1 Newpon P1umruII:eIIliI:G/$ S«w'ities Litigation: EvaluatedlOb-S damage claim for ..
pbamlaceu1ical coJDPIDY tbat failed in late stage drug trials.

C1 XidexlANl&omp llUi1/6 Trodi"g: Performed event stUdies to evaluate the statistical
significance ofstock price movements for both the wget aD4 ac:quirer in a mel'Jt

Investment Suitability and Risk AnaIYSil
~

Mr. Goshtigian bas assessed the suitability of a variety ofcomplex financial instrUments and
consulted extensively OD the evaluation of invesunent risk..

~~'1Itt.~ ,..,. Ii r



::J Call/erma 51ale Audiwr: Exammed all charactenstlcs ofOranl!e Counrv's multi·blllion de liar
InveSlm~nt portfolio, Assessed the ex·an!p. nskmess of the pon:foliO and the suitability of
vanous compiex fmancla! mstruments gIven the funds' objectives,

::l Hawaiian Insurance CommissIOner: Evaluated-a failed denvative Investment stTatellv used in
the large fixed income portfolio of an Insurance company, Detennined the viabilirY~f the
strategy and the eifectiveness of lIS Implementation by examining the dramatic increase in the
portfolio's nsk profile over ume,

::l Cif}' Colleges ofChicago 11 Westcap Securities: Assessed suitability of mortgage sccunlles
investments for the colleges' operallng fund. Evaluated perfonnance and calculated damages.

:l Ward v. Hem'ngto": Evaluated suitability and calculated damages of investments made by 3

broker for a high net worth couple.

.Valuitjon

Mr. Goshtigian has applied a wide range of valuation methods in a variety of industries.

:J Local Telephone Company. ConstrUcted an extensive finmcia1 model ofcash flows associated
with the local phone service market to evaluate the impact ofllCW competition.

o AgriculjlD'al Comptmy. ~eloped an inmate cash flow model to value aD agritultu:al
concern under different operating scenarios aDd detf:n.Dine the safety ofa leader's col1aleraL

::I Utility Project: Evaluated and critiqued 'investment bank valuatioa of. utility project. AsseslJ'
project viabilily.

o Majo,. Commm:iIJ/ Bank: In the context ofdetmni:2iDa the fair acquilidoD pricefor seven!
savings and loan branches by a bauJc. consu!ted reprdiDa valuarioa aDd the estimation ofcore
deposit levels.

o Savings IVld l.oo:uI: Appli= option pricing theory to value diecoUatcral ofaoa-rec:ourse loans
to determine if the loans were fairly priced.

o Life J1ISIIJ'GIf&. Company. Applied option pric:inll tbcory aDd trIdiIioaal comparable analysis to
value mongaae bcmds purchased by the company.

o Casino: Quantified losa ofvalue due to breach of merger conttaCl

o ["temet Stan-WIT. Developect pro-rorma valtWion model of. plll!l!lld intcmet compmy thal
was c:lcDied ftmdinl by a venture capiJal finn. (co-authoml expen report with R. Sbawin)

ContrlC! DisputeS pM Clam_cal Linariog
Mr. GosbIipa bas exteIIIive exPerience cODSauetins"but for'" modeIa to cvaluue damages
arisinS from comrac:t disputes and commen:iallitigatioD.

o ACQ Holdings v. Dynamic Circuits. Inc.: Analyzed potential mefFsynersies and performed
valuation of a high tech company.

~ Lapine Technology v, Kyocua. I"c.: Analymi the profitability and viability ofa computer
peripheral manufacmrer and the likelihood of conductina IIJl initial public offering.
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Rbi Estate and Envlrcnmenral

\1r. Goshtiglan has extensive e.'(penence applYing 'Gpll1S[JC.lted valuanon techniques to real estate.

:l For several engagements, Mr. Goshllglan has assessed aiieged damages incurred through the
presence of asbestos amI Dlher environmental hazards in commercial properties.

:l Commercial Bank: Evaluated and critiqued opposing expert's damage model based on a .
valuation of a large real estate development project.

Other Consulting

Q Stare of Wisconsin Investment Board: Provide monthly and qlWteriy analysis of general
petfonnance characteristics of severa! portfolios.

Q First Interstau Bancorp: Devel~ an innovative method to evaluate~ fund
perfot'!lllDCa.

Q RegioruU Stod: Exclump: Workiq closely with an academic affiIiar.. coasulted with the .
board ofdirectors c:oaccrDiq tbe cbanpacompetitive en'riroluDeal faced by tile excbanae.

..
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(Redacted to protect
taxpayer privacy]

rNTERHAL REVENUE SERVICE

'1'0:

rRO~: J3~es C. En~. CAS IRS ~~4 Anseles

Sl1BJI£CT: -IRS Sta':istt-:31 SalD"lina Systellr. VERSION 3.0
(!n$ SSS Ver 3.0).

The IaS SSS V3.0 "3e desicned for us. by IRS p.~sonnel in the
perfor=anee of their d~ti•• durin~ an ••"iaatioD La wbien
aeat1at1aal .aaplift~ i. beLa« us.d •• aD audit t.cna1qu•• The
eyse•• cODtains proar... uhiab aid ift ~h. de.elop.eat of ~h.ir
statistical s..pline .,plications.

The 8yat•• consiste o~ prou... 'to c.ent. rudo. naber­
sets 1ft sorted and uu.o.rted sequence. sild co e:elude .pitcilic
randollr a~Oer rSD.... and to apptai•• the au41~ re.ult. o~
the stan.Ue.l .a.pl•• ·.Bedo. auabel' .eed. Call 1»
!lell-SQe~.~ 01." pl'O.id~ b~ the u.e... Aa uuple o~ th.
rando. aWlDeI'. repon _.era,," fo.. tJle audi•. o~ tile lepa1r••
Lin. 14 .avle 18 .ttachecl.

·Apprd••l .ethoda .9'a~l.bl.1Dclucl'" 1A til••&Ql1q' •.,rce.
are Dean. differeDe-. coabiDed r.tio. aa4 co.biD_ r••r •••ion
a.thode. Separate r.'1~ and recre••1oD·coalQtat10Da ~aA also
be obtain~ oa a .;ec1f1c requ••t ba.ta. The .yste. 1s
d.si~n~d ?~ aut4..~~.llw ••l~~ ~h. opt1au. (~.~ pree1Ael
ec'tJ.III~. lft,"••er. th1s Call be 0 ••r1ca.~-.rtft.. ·u.er Gun••
~ .... lftforll.tJ.OD collcenine Mother ••t1Uto~. Varb"'l.
S&IIDlJ.D4J .... useel 1A olar &1»v11oa.10D. ;

The variable I "'Vl~ 0"t10D 1. us" ~ create data f1l••
contaalq tho report_ .utlle data aJld the f1Dd1.D8.. fro. o~r

exuJJlaUo•• TIle .)"It•• _111 e••luate (a"pn1••) til. f1Jadinca
icput: _4 I'l'O,1d•• naber o~ repone re••ri1Da the Undia,s.
bo~ tile O»1:,1oD••v.U.bl. CSur1q the .""1'.1••1 proc... is •
s...t. aua.clatenlDa.ioD to .how th....,,1••u •• th., would.
be r8q.Qlncll~ • fill... prec1.loa (s..Uer ."pUna uror) 1..
d••t.&,,_ (fo~ • coat/.udit t1ae bellefi1: aaa1)"81.).

I have attacbed copi.. ot the SuaaarF report. produced by the
ISS SSS Va&" 3.0 includinc rando. n~ber s.ta••"prai••1
reSults. e.ti••t~r cOllp.risons. c::oaPQte4 preeislon. and. eva.
and sallpl••i~. d.terainatloD table tor lAcr••••d preel.ioc.

Plea•• call ~e if 1~U have any que.tiona recard1nc our
statistical sa.pli~.
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Attachments:

l. St3tisti~al Sampl~n. Report.
Z. Stati«tical Appr31a~1 R~port - Summary of Population and

Sa=ple Information.
~. S~tistieal Appra1aal R.por~ - Suamarp of 1.~laator•.
4 .. M - Sa.ple 51=e Determine To
.' Iepro•• Preci.ioD (Ditf esti.ator is typical for all

eatL1latora) .
5. $aa»l. T..latlnc.
8. sa Re;alr8 Line 1. - Proposed Adj I'or t.vr. 8.Z.
7. RaDde. Saaple S.lectlOIl (V3. 0) •
8. DR 'rrUl••ct1oa. Rudoa.1,. Selected ·o~ L1Ile- 14 1.,.11'••

....



FEDERAL ELECTIO,'i CO;\\,\IISSION

October 22. 1997

MEMORANDUM

i.

To:

Throap:

From:

Sabjed: Buchanan'for President, 1DI:.-Rdmalbi'sed OIlRevicwof~
Coatri~Submitted for'Matching

B.clgp'gn*

During tbo DoUar UDitSemp!e (nUS) revicwofCOIdribudaDJ l)fBuclvmu far
Presidellt.lnI:. (tt.CoauDiUee).1baAuditStlffDOted asipificw""""-ofitemawhida
were reauributicnaofaU«apxtioQ ofa~tD......iI:IdiYidaa Some 0&.
these reauributioDs were to 1J'S*iea4DllIHelaIedpades IIIIdod!er1IllIHpO'-' fiImily
mem.bas. 1'beraaribulicmwere o8Iallllde to IDlftdlaoaa iadtillaiiL IIIthe~
staff"s opinioa. the 0 ...111;,*'. con clJicn1eDce with the CIJldli1Ju&aadid DOt ftdIy
disclos8tbede6nUmof.l':cejAllblaraaribadaallllitblOWl8s1dl'COJdIoiofftmds
(seeAnarb.... I).. lkO·.'·il_....tobavepcdJ6Lldlll"'lD"ilitwfoltl-.
PurpolaollCClUiJiDaI'Jt:Iitbg' m ....m. fbadL·

.'GewaIJy. tbI ta'!liJmfedcoaa:i!KldoI..Wlft Iecl"III"'iedbJ JWWirionU. '
docum""",*- lipidb1 tbIcaaU'ibulllnwbidt"AII'i-'tbltiIowiDa"'leU'O'* '
reprdina tbe leIUrifKdedfiaIfc:

lbe Audit StdIlqIICtI to iDdudI ill tbe Exit CoafereDca M.............. fbtinp far Receiptol
Excesaive ClIftIIIC)',lllmizldcD ofCoalributiolll, IIId 0IIliIIl0II ofDbc:Joue IDCclnDaIioD far
COlllributioaL

r

..

..'
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'\Sxxx.XX) of the above mentioned contribution represents my
personal funds and my personal contribution to Buchanan For
President, and that I maintain equitable ownership of the
aCCOU!1t."

Tne word "account" above refers to the'bank account upon which the contribution
instrUment was drawn.

Upon evaluation of these documents, questions were raised about the validity of
reattributions made to apparent non-related individuals and non-spousal family members;
specifically, donative intent and ownership/control of funds. For example. a cashier's
check for 58,000 was reattributed to eight members of the same family. All eight
reattributed contributions were submitted for 5250 in matcbinl funds. In another case, an
individual made 3S contributions totaling 59,325; $1,300 was refUIided ($1,125 to the
contributor and $175 directly to the U.S. Treasury) and $7,225 wasrcattributed to nine
different individuals. The Committee submitted m!ltcbing1i1Dd requesta totaling $3,125
for the original contributor and the nine reattributecs. Eva. iftile reattributicms were:
acceptable, the amom submitted was $625 in m:ess oftbe meximtllD anov..d (10
contributors at $250 each .. $2,500).

ldntfflcetlqg qtPgpg..... ....

Due to the situltions noted above. the Auditstaffped"Oi'IDIlld Idditicmal testiDI of
reauributed COIdributioas to detenDiDe the extat of1IIe PIObItm. Usiqmultiple audit
steps. the Audit staff'icfcDDfied III coatributors wbo went ilMtlved with ,.",."hJticHa

All CODtributioas rec:cmIed ill the Committee's dadabile for 1baeiDdividuaJs were
comparedto the MucbinlFasubnrissions to dcCamiDa wbidI COIIIribUdoaam.
Committee submitteci bmetebina This compaisoa jde",jRed.1.%71'coaaibudoD
totalial 5910,501 wbichwae submitted tor S6S0,961 ill mlC¥:hina tiPMh;

ID IIIeftbrttD~. doUIrwlaaoftb8coambudauwbicbrDll'J!IaYebeea
impaopealy m....hect" tt.AudiI.....DUS ""'P'ia1 pRl__ to aeleca32SSIlIlp8
items from tbispopulldo& Oltbo sampleitlems .lu.... l32CC1111rit+·,ioN...
reauributecl10 otMr iadividuaIIlDd were reviewed lbrtberby Auditsaaft N"meteea (19)
ofthaeftIlIriINfIld iteaII~wereorwoulclhave......iatill 0Ii&iDM:
submissioat I11III wereaatnYieMcl fUrdw. The mnabrint 113 -".oIeitemlwaetbea
reviewed to de" i iiii_accepu.bi1ity oftbe redribudoa. n.Audit lIdidentiW4&r
unacceptable rauributioas which we:e classified as follows:

Nq.qfErmn

2 ReattributiOD ofa busiDeSl check (not • corporation) • unable to
verify ownership of ftmds.

~-~--a
i;;~ !'- .

---~- ot --...."Ic _
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The following errors were unacceptable reattributions to individuals not named as
an account holder on the face of the written instrument:

22 Reattribution to an individual with a different surname.

24 Reattribution to an individual "'ith the same surname but
apparently not a spouse.

The evaluation of the 48 sample errors indicated a 14.9% error rate and a tolerable
sampling error of:: 4.0%. Based on the achieved error rate, the projected dollar value of
the errors in the population would be $97,238 (:t: $26.064).

Apparent IlDacccptablc RClttribuUQDI tJrmpccUyc oCMltch.bilitV

The problem is further aMplified wIleD the reattriburioD oftbe lJirJeteeD (19) items
noted above (that were not included in the sample review because tb8y eitherwere or
would have beeD errors in the original submi.uions) were munincd l'be number of
~lendribptiQIIS~ to 64. indieati"lID tmlf ndIl of19.~aDd a
samplinPrrorof=4.5%.:

Docamcngdpft

Finally. the Audit Statfperformcdal~ rmew ofthe c:outribIid~
~butiODS aDd matching fimd submisaicms oftha oriaiDM~ "P"Cieted witIa
the 48 emns nOted above. Also iDdudecl in this lOOK review. Ml8Uwotber I'C1cmlt
individuals whose c:ontributiODS aod reatlributioDS Vo"lft illusuIItive ofdie problem.
Complete histories were Piepllled for SO contributors wbich detailed an coD1ributioDs.
reauributioDS aod IIIIlOUIdS submitted for pratclJinc (Exbibib 1- SO). RadribuDons Wile

identified u acceptable or \m":tet'fable aDd c:oD1ributioas sutmitted for mntclrina were­
identified u ml!tc:bable at DOIHDItChabJe. Thae iDdividuais 1CCll"'''Itecl for COIttributiolls
totaling S106,417, ofwhicb "5,005 wu impcope:rly reauribuIed to otbas. TIte
Committee submitted $33,045 of1heseUDICCeptable raIIribuIioDa far ml!tc:bina (see
Attac:bment2).

Rccqmmndatlppa _

GiWD dill the Ibcwe described aetivitiesltw,sl!:tilJlll nile scrio\\t questioas of
nOD<ODlpliIDceuDded 1CPR. 1110.1 (i) _ (k) aod possibly 2 U.S.CO §4M1(f) we feel.
referral to YO\U' office is wllnoted at this time. In additioD. the SCItId impecton die
Matchina Fund program SDd resulting repayment raises questions uodet 11 CPR §9034.3

Forty-five (45) COIIlributoft. iDc1udilli 0lIl COlllribuUlr widl2 'm- cepllbla l'IIIlI'ibutiollDd_
conlributor with J lIlI-=cpcable reaIlribuuOilL



•

4

ee) md (i). Consideration must be given to developing tl1C evidence for tIlis-by use of a
ccn.t1rmation procedure targeted at the appropriate population.

Further. given that the repayment aspect of this-question could be presented in the
audit report. we feel that agreement should be reached with your office as to our approach ­
as soon as possible. and certainly before any presentation to the Commissioners. We
expect to conduct the end of fieldwork conference in the near future.

The Audit staff is available to provide assistance or answer any questions you
may have regarding these fIndings. Please contact Gary Hache or Wanda Thomas at 219-
3720 as needed. -

Attachment No. 1-Committee Form Letter Sent to Contributors R.egarclins
ReattributiOD ofContribution

Attacbment No.2 - SlImmlllY OfContributor Histories for Re&rra1 to OOC
Exhibits NQ&. 1 - SO

/
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May 15.2000

SUBJECT:

.\-lEMORANDmt

TO: Lawrence Noble
General Counsel

THROUGH: James A. Pehrlcon~\).~
StaffDirectof 0

FROM: Robert J. Costa " ~
Assistant StaffDirector
Audit Division

Rick Halter U- ~"l""'­
Dep. Aut. statrDUector

WUldaJ. Tho.m::LAudit Manapt .,.,..

LCldAuditor1'J ~
Gary Hache ,F
BucbaaaD for Pmident.lDc.· ADalysiJ ofRapoase to theCommjssion's
Repaymeaa Dehmmjnarioo an4 Oral Hearina(LRA #512)

The Audit SId!Jaa reviewed the Committee"s.......dIIedOcu»ber 11. 1999
to the Notice ofRepaymeat cfefeIi1iin~ the MIn:IIl. 2000 OralHeIriaa trIDICript lIDIt
related~providedlDdlll&aJita tbiI ma1yIia oftbeCC"ibi"Loat melcoacl1laic»s
presentedby die Coi""Ii~.COUlIAlIDII mtisric:al expea..,

S.iDpUq,... l00%.......

In its 0ct0IMr I%, 1999"tespO..to the COiDiiIiuioo'. Repa)1Dlllt Detetmiutiem.
the Committee objected to tile Audit stairs use ofsampliDa to teYiew tile contributions at
issue. The Committee at"'4"The mere fact tba& tbe teeorda arevohmriMl'l aDd. that a
review thcn=ofwould be time consuminl tortbe DepIrtmeIltdoes. in ourview; justifY
the use of the sampling metbocL"' At the oral hearing. Mr.~argucQ tbal ..Altbougla
there are 7,220 contributions•..the FEC has been able in its sample10 quickly eliminate

I Response to Notice of Repaymelll Detenni!latiOD and Request for Oral Hcariq;~ifachment_g......__
PaP_'....r



S~·cer;:ent G[those, So, DlSleal,! the Clniler;e trat lhe~ r.a\e to survey IS ;ome'·' here
Jro'lnd l.0iJO Ilems .. ,Tlut Isn't "hat i "ould de~cnbe as a number th:!.t lS so burdensome
and onerous as to J~5tlfy sampling,'" 'vIr DUlrY does not understand the magnnude of
such an undertakIng. For a i00% revIew. ,he ,-\Ilon staffwou!d have to perform the
[ollowlng audit steps: .

J.) T~e original documentation (check copy) for each matched contribution
would have to be retrieved for review. (Submissions t.7 were paper copy;'
submissions 8 and above were submitted on a col·-

, .
b) Each matched contribution would have to be checked against matching fund

records to determine if the anginal contribution was reattributed to another
prior to submission for matching;

c) lfthe matched contribution was a reattnbution. the reattribution form would
have to be retrieved for review;

d) A matching fund history for each contributor identified in step c would have
to be obtained for review~

e) The workpapcr tiles for the submission in which the i:Ontribution was
submitted for matching would have to be reviewed to determine if the
matched contribution was a sample item; .

t) If the marched i:OntributiOl1 wasnot a sample item, the matched CQIltributioo
would be reviewed to determino ifit would'liave been ID CltOl' in an original
submission;

g) The reattribution documelltllion wou1cl have to be reviewed to determine it ,
the rea11ributiOil waa valid accotding to our estabJisbcd criteria.

11) Any mora resultint from this proc:aawou1cl thal bave to be verified by a
mail survey.

n.SampUllaProce.

First. the Committee's expacs concede that a properly executed DUS sample
coulcl produce a reliable teIWtaDd that in • DUS sample compariDs the maD vaiuea of
the sample and the popod"'lIIll finctinl tbaa diffetwao is DOt iadicadveofa bialcd
sample. ~ tile)' say. it is.manjfemriOlloftbe DUS m.ed»d It is DOted that me fIct that
this wu a DUS sampleWllIIGI new to tbeCommiu. At diebeIriqMr. I>utfjfs
assistant aaawerecl in the ai!Irmative wheD asked iftbeir e'JqMIt mew that he~
considerina • DUS sample:. AppamtIy there wu a miKomnnmicatioD between tbe
Committee lUll its expert befixe the IleIriq. It is still DOC poaible to kDow whit
information bII belli p.aecl to the expeIli aDd bow that iDfarmatioD hu been fi1tenld.

Mr. Duffy concludea t1W the validity ofthe fECs statistical analysis ClIIIDOt be
establisbed because the Audit staffbll not procluced informatiOQ.which revealawhedJer
the sample was properly designed or executed... To demonatra.te proper implementltiem.
Counsel states thal "the Committee needs materials showing that probability weights

'TranKriptoftbe March 1. 20000nl HeariDI; pp.6-7.

2

Attachment----.l&
Page a. of -1..-.

I



..-ere c::dc'.llated :or each I!em In the populatIOn and that the sample was drawn accounting
:'or these we:ghts."

The Comrniltee's experts. :Vlessrs..\igner Jnd Go~htigian. correctly point out that
a properly executed DUS sample must o.?ply p~obabiiity weights to each population item.
They contend that information has not been provided that establishes that the population
items have been properly weighted. The Committee is mistaken. To begin with. the'
expert's initial conclusion that the sample was hiased was based on the fact that the mean
value oflhe sample was $155. while the mean value of the population was only 590,
This difference is due precisely to the weighting that the Committee now states is not
demonstrated. T11.e·larger dollar values were more likely to have been selected because of
the weighting. The: Committee demonstrated the weighting in its presentation at the oral
hearing. M the Committee states in the response each population item must be weighted
in proportion to its share ofthe population value. Hence the generic name ofthe
sampling technique. Probability iJI·Proportion to Size (PPS)~ That maIlS thac the larger
the share ofthe population a particular transaction represents the more likely it is to be
selected in the samplC". This "weightinS" is accomplished very simply in the Audit
Division software. The dOllar value ofthe population is C9I1Vertecl to pcami_ That~
~omplished by simply multiplying the population va.luct by 100. The sample is~
selected from thc.numbai ofpemdes in the populatioo., ,Following tbis tamique. the
more permies that. specific transaetioD:accoUDtl for. the more likely it is to beseleered or
the more"w~gbl" it illSlipeeL Eacb trIIISIdion's probabilityofbeiqselected is
determined by the number ofpamies tbat it accounts farcompared to the total numberof
pennies in the entire populatioa. This procedun:can be detcrmiDed·1iom thecomputer
code that was provided to the Commiuea 11luI.uulea theCommitteedaes DOt believe
that the program listing provided is the one inu-. thewei~questiortbaa beer! dealt
with.

Messrs.Ai~ IDli Gosl1tiaim~ tbat lDItCriallsuch. iupurdata ft.
program execution fiIa.. aDd propllll output files liealto needed to demonsbare that the
sample design was property eltIlCUled 1TdI intbnIwioa was provided to theCommittett
in the fonn ofaD Excel sprIl'MfIheiItc:oarajujlll the sample popuJaIioa Theactual data
input file required by the pIOpIIII~ a fite saved in.l032 tbmaI8~ lIII1ea tile­
Committeebad accesa to al03%, wauId IIavebeer! oflittleU18to the tbeD. The file is a
subset or saved file in thoMlfCbins Funds DatIba-. Iu tbr pa...._ omput. tbia­
informaUOII was also liveDto the Committee in the fonD oflllExcel.....sbeet
containinl the sample iteua The sample evaIuIdoa raWta....c:opied &om .1032..
pasted to a Worcl cklc:umeDlwbicb was given to the Committa. M-. Ai...lid

Attachment _...,lR-~__
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Althoup Ibis wei.... is DCCm"y for t!Ia DUS IIIItIIacf, it CIII lad lit fiZUiWOUI aauIliIl_
c:ua. For "unphr, a popWadaIl ofIDIIlY SIIIIIl QiUlllCliaa wiIb I ftnr yay Iaap ilCiill CClIII4c
lead to faIa cosluliaa becauM die few larp ilCiill 'NGUId ICCOIIiI& fae IIIIlItofdie SllilPII illiDS.
[a such I sillWiaD lbI JlClP".rjon is bat dividecl iDlo • sample SCllIIId a lOCM aeview set, or into
multiple SllilPIl _ Tb& computllf software ill use in the Audit Divisial baa die Ibility to select
out vr:ry larp lnDSac1iODS into. 100% review set. [11 die malCbiq fImd situatioa, Ibis is nor I

problem since the \aIJest UI\OIIIli is 5250.
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GOSl1ugl:Jn .::ciillowledge re~e;\Ir.g the pr~r,:out ol"lhe sample evaluatIon In theIr JOInt
;ilatement: "the AudIt St~ffpro"lded the pnnted uutput from a prograrn that extrapolates
the results of the audited sample to the popu:atlon doliar ;'alue,"

:\!though not discussed In the text of the Committee's response. the second
footnote 10 Messrs. Aigner and Goshtigian's sta'tement mentions the use of an erroneous
"r factor", That conclusion is apparently based on a table found in the Emst and
\Vllinney study (PPS Sampling Implementation Guide. 1979. page 52) which
recommends aT-factor of! .96 for 30 or more degrees of freedom. In this case degrees of
freedom can be equated to the number of differences observed in the sample. The factor
of 1.96 is the mUltiplier that relates to a 95% reliability if a normal distnbution is
assumed. That is. in a nonnal distribution, if one moves 1.96 standard dev1alions to
either side of the mean. 95% of the area under the bell curve that defines the items will be
accounted for. The DUS model that the Audit Division software is based on uses the
Student's T distribution, not then~distribution. Unlike the normal distribution, the
Student's T distribution produces larger factors when smaller numbers ofdiff'cnmces are
observed. However. as the number ofobserved differencea iDcteua the two
distributions approximate one lUlOther. The table concludes d1Il the two ant
approximately the same at 30 observed dUf'erences. Howeverdie ample evaluatiOll
software c2termiDeI theTfacttlr usiD& formula built iDto tbit softwaread t3k.es a
sligbdy more conservative appIOIICIr. M is poinred oid in Mesa. AigDll' _
Goshtigiaa's _Item_ usina die &elora iom die tablesugatl ihIl thepRCiJiooof.
estimate is somewhat better tbm noted in the doc1uD!!!Dis. '

The Committee aIIo contenda that the tue ofa pnciaioaoldie-amate of+/·4"1.
is too imprc:eile to base a~ on. or the repaymcat shouldbe bated only on the
lower end ofthe range. The Committee goes on to explain that although precision of the
estimate is a matter ofpolicy, usiDg 4% it Cor example, the cmJr rate were 2% woul4
render the eamnlte UICllela. In the 2"1.14% example tha l'IIIpofdie estimatewould be
"«weeDsomethjqpater than 0% 1DIl6%; liiiilteit thm 0% siDco tba would soma
errors in the sample 10 tbI popuJatioQ coulclnac be completely devoidofCftW. Bill the
same is trUe if the cmIIwtnl%IDIl thopncisioa.2%.or the ermr.$% IDIl the precisioa
IlYe. To follow die iop;ofdie IfI:IPOIII8, tbe tow. the error rGI illa popuIIDGa. tbe
larger the simpleneeda10 be; \bit.. tha lela libly the oc:cunIIICI ofa material aror. the
more time tbIllbouklbespapIOVina that fiIct. TbIt loP: is COUIIteiintuitive.' For tbia.
very~preciJiGa ilsetby policy. TbaCommigjoa decided dill it could live with
the precisioG tbIl isuecl in. t6e ml'CbiIIl f\md procelL IntereIIiDalY. die pncisioD ofthe
sample results in tba IRS application submitted II pIIt ofthe lapaaN is narty 5.8~

To Nlly understmd the question ofpRCisiOIl ofthe sample estimates used in the
matching fund proc~ some history is necessary and ..clmUDdcntmding ofbow the
sample at issue fits into the matching fund process.. When the SIID1Jle procedureused in
the matching timd process wu instituted, the precision of the estiml!tf!.l needed to be
established. The consultants from Ernst and Wbinney felt that S% would be sufficient.
That recommendation was a balance between reasonable accuracy and reasonable sample

Attachment :R__
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51zes.. These d~cIslons a.re by :1eCessItv a cor.-tpramlse..·\!thaugh lhat degree of possIble
,anallon w~<; conSloerc:-O SlgTllflcallt. It was k.nown that each candidate would make
multip!e matching fund reques:s and that most would be evaluated via sample.
Therefore, the sample procedure would be repeated a number of times for each candidate.
Since it is equally likely that any gi'len matching fund payment will contain an
understatement as it is that it will contain overst'atement. it is very likely that over a
'~ampalgn's matchIng fund history, both overstatements and understatements Will occur.
In the end. due to the repetition of the sampling process, the overall result would be a
projection that would be more precise than the 5% established-for each sample. There
was no way to determine mathematically how much better. but it was a near certamty that
it would be better than 5%. In subsequent years, the matching fund process changed and
each candidate now makes fewer submissions. When that occurred, the Staffdetennined
that it would be appropriate to specify a more stringent precision in recognition of fewer
repetitions of the sampling process. and the precision specified was reduced to 40/0. As is
explained below, the sample analYsis at issue is nothing more thaD another repetition in
the overall matChing fund sampling procas.

The Committee also argues that at most the repaymem sboul4 be based onu.:
lower end of the umpleenorrange~e acknowledgiq that.P&)'OUtl are based on tbe
mid-point of the sample range and that theCommissi~ is fi:ee to make the policy
determination OD bow the payoura willbe made. 1'hc Committee stata:

During the bcariDg the Audit swrasked whether it would. bemont
consistent to seek~ymeal basecloa the midpoiDt of1beAudit Stairs­
error estimate rather than the lower boUDd. sirlce metrJrin&8mlfa liepUt
to committees based OD the midpoiDt (ti:loaIote omitted). Sudl.Policy­
mixes apples and oranges. The purpoIe ftlrwhich mlt(:bjq ftmda are paid
is unrelated to the PurpoM ofrepayment determinaliems. In tile payout.
context, the FEC's purpose is to promote conpessicmal inteat to publiclY
finaDCe campaipL Arpments can be made for usin&ei.-eDd ofdie­
range oferror esriml!ell in the payout context. Forexamp~ ifthe FEe
desired. to promotec:oaanaiOlll1 iDteDt to the fWJat atImtpoaible, the
FEe could diIbune mlt(:binl f\mdI baled on the Iowcr1JcMIDIti.I.payout
theIftl*ItpoaibIe8lllOUDt ofmlt(:'ring ftmds.

.'
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III ita... ... dlaOc I ..'.1IIbmita two sbntI dill..Ii IRS....
delE*"" .'M. falfIIt~ .1dj1lA .... m,639,3<Q.$6••popu wIIidl......
5141.011.109.36 ill rnF alld. wid..peciJioD ofSl,145,446,D Ill 5.&%. 1'bIa.. .. is
made lIIiDIa strIli&4l'1Dlioa1l1Dlpli1 of i1IeIIII ill dIa populatiae lIIiDIaCombiIIId~
estimlllar. 1'bI reliability ofdIa et

"
• is 95% 0Da sidIlL 1'tIaI it,.,..95116 cadIiIIm.

the misstaIEmeDt WU It leal $50,639,343.56 (poi:ar"",,,,-of""714,790.04 ... tlMpnciIiaa
of58.145,446.23). SiDce lhI uaJ)'IiI is OIII-sided. itmaJt. • cam....·Ibuatbow !up !be
misl1lmJIcIIl could be. The sample sizIi appears 10 Iiave bceD 150It IDOl&.. No exp'lnatjog of the
purpose of the sample or tbe policy decisioallbla weill iJIto tbe dell PI! iil'ring 10 \IIll tile lower ead
of the rID" is liVeD. III genetUlmIII, the Audit Divisiolt's &IIa1ysi1 ill lhI9uchlnm cue is more
rigorous.

•



Ii. :>le ,eOJ~.me~t COflle.XL ::1 contrast. the FEe; /Jurflose IS comple~el'i

different. The FEe :5 t"ki~g 1\\ay money (0 which a campaIgn Inltlaily
.... as entitled. T?king away money IS a Corrective meas'~re that requires
that the fEC demonstrate error on ~he part of the campaign. As explained
above. where tile fEC cannot demonstrate error with an acceptable degree
of precision and reliability. use of the iower bound of the error estimate is
warr:mted.

First, each time an amount is withheld from a matching fund request based on the
midpoint of a sample estimation, the process is very similar to the situation at hand.
Money is withheld in one case and recovered for the same reasons in the other using the
same analytical tools. Rather than apples and oranges, at best. the apt analogy is between
two varieties of apples and varieties of red apples at that. The Conunittee also misstates
the purpose of the analysis. It is not to "take away money to which a campaign initially
was entitled", rather as the regulaJory sections cited in the analysis suggests (11 CPR
§9038.2 (b)(1) Payments in excess of:ntitlement), it is to recapture fimda to which the
Committee was never entitled. Had the information now available been available at the
time of the initial review of the mau:hing fimci submissi01ll. the sample e:rror rates in the
affected submisaioD.ll would have been higher aDd the reduction to the amount requested.
based on die midpoint of the sample error !'IDp. would have been peatar. The curreat
anaI}'!is is simply an exteIIIioll of that proce.a. and inorder to appIox;m1te the n:stI1cs oC
the regular mbmisaion process. the estimate is bued on the midpointolthe error I'IDI&

Second. as part oftbeoveraU sample aDI1ysia ofmlltdiiD,11mds requated aDd
paid to the Commiueo. the c:u:mm malYlia is included in the amp" repmtion that
assures that the total amoUDl paid to Committee is UDdentatId oroverstatedby le:sa than
4%. Therefore. althoughIII)' givm c::alculaQoa of1'JOlloolDatCbable IIDOunts. including the
one at issue. could be overstated or~ by • mudI as 4%. tile total paid to the
Committee is overswecl or~ by a lesser peII:eIltq&..

n.58"" PI...ucllcleaUfrcadH ofS..,.. EITCIIS

Mr. DuflIIJ COIICWdeI that die survey proceu WIll UDfiliraDd umeliabl& Therefore
at least 2 01 tho31 emu (Carlita Btowa aDd FRlCferick Fox) wbicb be...were
establisbecllOlelyby1JleIImoftelepboM surveys: should not be coamtftl as emm. The
Audit sta1fia DOC pcnuedM bx the Couuscl's argument. Mr. DutIY also stated tbal two
other emn fiwwflidl a wriUea rapoase WII rcceivell (Alma Newton and Sheila
Thomsen) sbauI4DOt be cooatted as errors. Thae emn b&ve alreIdy been addnuecl in
your Agenda DocumeurNo. oo-n. Oral Hearin~- Such... for Praidcnt..1Dc:. (LRA
#512). dated February 2%. 2000: However. additional clarificalioD is neceauy with
respect to tho David A Tbomsat sample exceptioD. Tbe Committee stated"'nle.re is no
evidence ofa reaaribution to her SOD other than the Stairs notation ofthe 'telephone
contact'." The Committee is mistalceu;. Evi~o exiJts in the form ofadclitionaL
documentation included with the Committee's submission for matebinlJ funds. The
documentation consists ofa statement signed by David A. Thomsen. (Oc:cupation.

Attachment Q..---
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s::oJent) [hat 5 i .IJOO 0f the -:olltnbuuon ! Idenel {ied as a St. 000, check:: 11 ..8 recel ved
\) from Sheila Thomsen) repr~sents his personal funds and that he maIntains equllable

ownership of the account. The statement is also signed by Sheila M. Thomsen. The
survey results indicate that the amount should have beelJ reattributed to Sheila Thomsen's
spouse, David J. Thomsen. A follow-up telephone call to Sheila Thomsen <;:larified that
the .eattribution in question was to her son Dav(d A. Thomsen and that she and her son
do not have a joint account. Furthermore. the Audit staff understands that David J.
Thomsen was contacted and indicated that he. not Sheila Thomsen, filled out the survey
form. Therefore the Audit staff concludes that the reatuibution is an error.

Finally, the Corrumttee states that 9 errors should not be counted as such because
the Audit staffhas erroneously defined "errors" as "reattributions by a contributor to a
person who 'did not have the right to withdraw funds from the contributor's bank
accounts'. The issue ofownership of the funds used to make reaaributions was dealt with
in the Notice of Repayment Determination. dated July 23, 1999..

CommluiOD'S GgideUDe for PmegWlog ig Good Order

In the oral hearing there waa some·discussion about the Commission's Qj.lideling
for Presentation in Good Order (Guideline) possibly being mote lenient maD tJUr'
regulations with regard to matching reaim'buted contributioas.' There is nothing in.­
Guideline that specifically stata or indicates a me f« atU'ibutioa or reaaributiOll&.
Rather~ the Guideline at Chapter V, "StaDdIrd Exception Codel for Rcvtew of
Submissions", addresses exceptions to me metebsbility requiremeDta f'ouDd III 11 CFR
§9034.2. Problems with reattributed con1ribubOlll submitted for m·tebms wouldbe
addressed in the Guideline's Exception Coda D, 0.2 and G-3. Exception Code D.
SignatUre Discrepancies On Fersoaa1 Accounts diSCUSIeI signature~ancieswhea
the writteD instrument is sipecl by someone other thaD the account bolder or signed by lUI.

individual not ideDtifiecl U aD account holder or not silJ1Cd by the individual to whom the
contribution hal been atU'ibuted. Exception Codes G-2 aDd G-3 discua problems with
written insttumeDIS whicb do DOC support tho coatribution forwbicb a matebiDg amoUDt
is requested or caIIDOt be ueociared with die 1iJlecI CODtriImtar. Appendices 17-19 aDd
21 provide cumplel oldie Mditioaal dOClnnentarion requiIecl to atablilh tt.
matcbability oftheleCClIJIriIJudClDl. In ach cue. in eidler tho dMtiption of tlut
exception code or ill tbe related lppCQdix, there is III indication that tbe listed contributor
is an ac:c:oUlll bolder ofthe accoUlll on which the written iasUument is dl'awIL

This C01DllOItSwith the reauWiOIll at 11 CFR. §9034.2(c)(l) whicb speab to
checks drawn on joint checking accounts.

Ifyou have any questions. please contact Gary Hache or Wanda Thomas.

, Ttazl.KriJlt of Marth 1. 2000 0ta.I Hearing, p. 52.
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Cc nce:r:ung tile .:on~bu!Jon of'S I000 OG, ~heck ::t I 148, deposited !mo Buchana.-": For
PresIdent on .:,; j L~6, I verii;-' that

so 00 of the above mention<:d contr.bmlon re~reser.ts my personal r.,mds IlJld my penorW
contribution to Suchll'1an For President, and that I maintil1n ec;ultable ownership of the
account

w. - -' .
SignatlJre_...;....:::,::::·~'~.o.;C::....! ~'l:oC~m.l..O.'_!"'J~.j.,'-I-!..c....W............' ...._d'£....__ Date__~_,_-...;L..."...~_9'-i~l::- _

Sheila M, ThOJNel:l

SI000,00 of the abow mentioned comribution represenu my personal Nncls aM my
personal contribution to Buchanan For President. and. that I maintain equiuble ownmhip
of the accoum.

l.t I .~ ,-
Occupation .mAl J i / I.W' i

I.

•

Occupation Sr.! Dr:y:r

Employer 'i4, ., L,."". ,....i

Due <Lt., ,. ,:;t; l.
'/

I...
EmpJoycr;-:-- _

Ifthe above statement is noe trUe. please so ncee.

Batch/Seq 1S883·03

•

JUN 091996
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. c.)'1c~;-:'1ln~ tho: :orHrltlUl,<Jn cr' S i 00 C-O ::1~:''; :: \ 0:0. d:::ooSlt~d Into 8u:::-::l~.:ln i'J~

Pr~sldent on;: 16 <)6. ( \ ~nf\ that·

SO.OO cfthe :lbo\e m~ntloned conmbtHion reOfc:'sent.; m: personal iun":s an": m: ::'~r$on:ll

contribution to 8uch:ln:1n For President. olnc!.th:ll J m:'Jnt:lin equJl:lblc:' ownershl!=, -;:>1' the
Olccounl.

SIgn:lIUre-=:J:..1.j~nw;~.::::·~1&-...fjh11....L-t.-I.)1:..... ..!..iL1rM~:.....:..:lo=!oc{~D:lle___3,o..;-;;...i~-_-.:....9Cell:..-__
SMed~ .\!. T~omstn

OCCup01thJn ~'-J.' d • ~ ~e. Employef _

S100.00 of lh~ abo\" entionecl cOl'luibu -on representS my J)erSOnal funds :lna my
l'ersonal cont' tion hanan F: sident. :w1 that I maintain eql.licble 0\\ nership
Oflhe accou

Sign4ture~~;..;.~,.olI:;~_--====---- D~e j - 2c ...~

- L Emplo'.'er £?p.7~Occu~tioni I G i • ,:?",:,- .~_

If the! 'lbo\ e s~temcnt is not tNe. plt2SC so nole'•

•

~13 '\996

Attachment _ S _
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ru
ru.",

QUESTIONNAllU:

J.D. BtoWll- LIlA ifSU

The artachcd dcx:umentl~ by dlc Fedcrall!llIIdion Cnmmi!IRinn indiQI(:
that you made: tbe followinB contributions to Buchanan for President. Inc:. (the
"Committee") durinl the .,1996 presidential pMluy election campii.... and tfult all or a '
ponion of these conlritMiOllS~ ruttributai to the individualli!ltt::d helow:

DIlle Amount
031201fJ' SIOO.UO
06102195 W.OQ .
06I30M5 SIOO.oo --_'_a
01124195 , 5:1'.00
O9IOtm SIOO.OD
09mJft ~00.00

02J0!J96 SIOO••
02I'2lW6 IStoo.. .
03mI96 S2OO.00
0Ut1,w , $100.00 ::
~ SIOO.OO

It]*' f

---~------------.-. ..._--_..-----_._~

1
m J~ I

Attachment_I__
Page I of AD
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J. . . 1 reallributC!ld !,he followi1'lZ amount of my eQntribut'o~to Ihe toi111~n I

IndiVidual an rhe mllowlQ' r.fa~: g

tte ~:['alril:lt s~

4. Please provide t!'le ClImId mai1inl 8ddreu for Puriek Brown.

~£~ ;M'>JTL};t ~;;:.\J~. .--':'_S_~Ul_-~O §A...-z;t ._ ..

Patrick Brown bed tbD riabI fa witWIaw funds ftam any of)"OUr baI'llllCCOuMl..

., .' I~r~ I
25 "AlC" 199'

To AII"nlt THE AIOY. aUUTla.. - I VA. IOTIPII•• ay- TM.
CO"MITTlf.QF TM! LIMIT AID TH! S100.00 CaITIIIUTIO. WA.
C.IDlT!D TO PATRICK BROW•• 1 I&LIIY'~ HE HAa SUPPORTED
TN! CA....aU. II THE PUT UD HE ReIM.UISED "I[ "Olr THI! S100.00
-WHICH I THOUIMT "".THE SI"'LIST wa~ OF CLEARI•• THIS UP.

Attachment _--:.1 _
Page :J of --NJ
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Kathleen Jeffiies
I57 Gillete Street
Ranchester, WY 82839

RE: LRA#S12

Dear Ms. leffiies:

PleueCOldlll:t IIlOCI' DeI1IatK.RfasbJIIt{201} 694-1650ar _.C.ommissiOll's toll
free mUD'-. 1·800-424-9530,if,.....,quad...

ill ..,'



r~
~=•

Q{;"ESTIONNALlU:

Kathleen Jeffries· LRA 1#466

:Joc~entS reviewed by the Federal Election commission inclicate that you made _.
the following contributions to Buchanan for President, me:. (the "Committee") during tl1e
i 996 presidential prizr.ary ~1ec:tioD campaigu. '.a.ud thai all or a portion of these
contributions were reattribute<! to the individuals listec1 below.

Date AmOUDt
09105/95 Sloo
11106195 SSOO
05/13/96 SI.000
09/17/96 S600

/ .j.

1.

A....

Attachment__'___.
Pag& q of & -
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. List wy other :.o.dividua! to whom you reanributed any poroon of:ul.y contribution and
the amount and date of tile rea.ttnbuuon.

~am.e :- _

Address
Reannbuu-:-:-·o-n"";:O:.-ate:-----------.,...----------
Amount Reattributed _

DfclCllvfllJdlWp,..,...,1DmalIa_~or~
.- .

~~. [

Attachment
Page 5

I __
of 0...0



QUESTIONNAIRE

Owen A. JODes • LRA #512

The at-.ached documents reviewed by the Federal Election Cormnission indicate
that you made the following contributions to Buchanan for President. Inc. (the
"Committee") during the 1996 presidential primary election campaign. and that all or a
portion of these contributions were reattributed to the individual listed below.

Date : Amount
03/10/9.5 j Sl,OOO
07127/9,5 r$1,000

Please answer the questions by checkina the appropriate box:

1.

I...Yi",zlIl:O t-No---l

-

"-

3. 1reaaribulld 1111 CoIIawiaI 'lJDOImI ofmy COldributiODS to the tbUowma
individual OIl tbI~cfIIII:.

r=a-.,..---H~.im~'.E==~[~2m
If..,of_... fnfftnrWfoD iI iDcomet. p.... DOte coaectio-.

Attachment T
Page--l2..- of ....,;9..::;.,;;o~
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4. Flease provid~ the current maJiing address for Augusta Jones.
1,),0 C. h .....,Ic.-~i ~ d 54- "ii, <-<J

Augusta Jones had the right to withdraw funds from any of yoW' bank accounts.

Did Augusta Jones give you any money to,make the contribution or reatttibution?

Attachment
Page 7

I __
of 8.0



QtJESTIONNAlRE

Dennis McCoy - LRA #466

Documents reviewed by the Federal Election Commission indicate that you made
the following contributions to Buchanan for P,resident, Inc. (the "Committee") dwing the
1996 presidential primary election campaign. and that all or a portion of these
contributions were reattributed to the individual listed below. '

Date Amount
02109/96 $200
03129196 $200
05/09/96 5200

Please answer the questions by~~hecking the appropriate box:

1. I made the contributions listed above.

rw]NO I
....

Ifyour aDSwer is DO, please list your contribuDODS belowby dire IIId IIDOUIlt.

2. The contributions wen= made by checks dxawD OD In CSCIQW or1IUSt lM:COUDt.

3. I reattribut1lcl the foUowiJia lIIIlOUDII ofmy CODtributioDs to the followiD8
individUll OIl me foUawiD&daIe:

I

-

Ifany ofthe above iDformaIiOD is inc:omlct, please IIOtecorreetioas.

Attachment __. T..:.-_
• Page B of -"""fNJ--.-



cist any oilier mdividual [0 whom you reartributed any portion of any contribution and
[he amount and date of the reattributictl.

Name _
Address -:--= '- _
Reattribution Date ':- _
Amour'!: Reanributed _

4. Please provide the current mailing address for Michael McCoy.

Michael McCoy had the right to withdraw fUnds from any ofyour bank accounts.

IYES pg I
Did Micbael McCoy Jive you any DIOIlflY to miketile CODIributioD CIa"

raaribution? .

f~=r° I

Attachment ...........;.T _
Page~of a..o



QUESTIONNAIRE

Kimberly S. Harbaugh. LRA #512

The attached documents revIewed by the Federal Election Commission indicate
t.hat you made the following contribution to Buchana., for President, Inc. (the
"Committee') during the 1996 presidential primary election campaign. and that all or 3.

portion of this contribution was reattributed to the individual listed below.

Please answer the questions by checkin; the appropriUt: box:

I made the contribution listed above.

.-~ INO 3

.'..

IYES I~ I
3. I ralUibuted me !oUowiD& IIDOUDl ofmy CODUibutiOll to the foUowiq iDdividual
011 the foUowiq datil:

I
If8IJ'foftbe abaft in""''';QII is incouectt please note COlliec:dCllllL

Attachment__I...!--_
Page \0 of ¢p
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4. Ple:s.se provide the CUITent r:1ailing address for Joseph Phillips.
t:~., t'"'1.,o(Lr ..~\ r~<'\'tt" .... t\...,V'~·

Joseph Phillips had the right to withdraw funds from any of your bank accounts.

Did Joseph Phillips give you any money to make the contribution or
reattribution?

Attachment r_­
Page.-1L- of aD
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QUi:STtONNAJRF.

I>."id K. Sl\efria· LlU.lf511

Tho: 'lIlac!lf.:u documenu n:vi~_d by me Fcdcnl F.lectioft c.:nmJni~ion indil.:illl:

(hal )'UIJ m;uJc Lhc followiog CDnnibutioniIII Buebanin for Praidc.mt. Illc. (1111:

"Curnmillw") durin.: the 1996 JIlOIidentW primury ejection cllRlpailln. ,,11I.I th:\t ollllr iI

(lUl1ion Ol' lhl:$l: ctlnlrilN1ions~ ruuributed 10 Ihc: individl.lllliistcd hcluw. .

Date AmoWl&
11/01/95 SHU
02J21196 SI.100

l.

3. I n:auri1Mcllllle roUowi.1IIMIUIIl or ID.J anrIbalioDa ID the rutluwina
individlllll an *lb1Iowiaadllle:

.. .,......

I

Attachment T
Page----lLof go
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<I. Plea.w provide the e:tIITeftt mai1ina addraJ for Michad Shcfrin.
~COQ ~ LV ~a./L-

Mic:bacl Shefrin hili the riglll to wt1bdraw tIulds from any of your bank ou:&:uunlS.

Did Micbaet ShdriIl pft yQQ IDJ IIIOIICJ to maIre tbc c:opcribulilln or
lellnrilNliol\?

Attachment_T__
Page '2 of fJ..D
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QUESTIONNAIRE

Patricill Cordova - LRA #512

l4u \5 3 36 fK '99
The attached documents reviewed by the Federal Election Commission indicate

that you made the following contribution to Buchanan for President. Inc. (the
"Committee") during the 1996 presidential prim"ary election campaign, and that all or a
portion of this contribution was reattributed to the individual listed below:

1.

2.

l~i"':::'~:s~_~::-::8:/9:S::_::::::j-':~~1.~~un~O.~~::----l

Please aaswa- the questions by check.ini the appropriate box:

I made the contribution liSted above.

Ifyour aDIWII' is DOt pl_ list-your colltribudo. below by data_ IIDOUI&

$'2.S-0.~ 5'".'1- 9S-

Attachment T
Page '9_of~

3. I radIIibuIed. tbllllIowfDi IIIIOUDIofmy c:aa1ribudGe to • faBowiq iDdiWlual
on tbe foDowia&dill:.
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2

4, ?iease provide the <;:l.i.lTent mailmg address for Patricia Silva.

Patricia Silva had the tight to withdraw'funds from any of your bank accounts.

Did Patricia Silva give you any money to make the contribution or reattribution?

Attachment __'.1..---__
Page ,~5_ of aD
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QUESTIONNAIRE ,A,'
"< .:J

Barbara L. Watkins - LRA #4'56 .j' ., .".~ (,; '2a
Documents reviewed by the Federal Election Commission indicate that you made

the following contributions to BucnarJan for President, Inc. (the "Committee") during the
1996 presidential primary election campaign. :md that all or a portion of these
contributions were reattributed to the individuals listed below.

Date Amoum
06/15/95 Sl,OOO
08121/95 S25
04122196 S100
06111/96 $100 .
07/16196 $100
09123/96 $100

Please an:swa'the qumions by checking the appropriate box:

1. I made the contributions listed above. . ,..". l~g~::INO 1
Ifyour answer is no, please list your contributioDabelowby date and amo\lDt.

2. The CODtributiODS were made by checks drawn CD aa escrow or trust account.

3. (rauributecl die foUowing amounts ormy coD1libutioas to the fonowing
iDdividuals 011 tbefoUowinl dates:

Nilme' Amount Date Yes No
Patrick Watkins $250 07/07195 )j

William Watkins $250 07/07195 ~

David Watkins $250 08108195 )(

Attachment .,-
Page~of ~



3. ,9 P.I~e provide the current mailing address for William Watkins.
/l23~ 'V2 ~ G WpN:>

1.5Au.<'9<Z4 K""/M' 6476//

William Watkins had the right to withdraw funds from any of your bank accounts.

Did William Watkins give you any money to make the contribution or
reattribution?

..

Attachment _-.:T:......-__
Page--Ll-of ~o



QUESTIONNAIRE

Frank Siclari· LRA #466 JUL .:..1

DocUments reviewp.d by the Federal Election Commission indicate that you made
the following contributions to Buchanan for President. Inc. (the "Committee") during the
1996 presidential primary election campaign. and that all or a portion of these
contributions we~ reattnbuted to the individuals listed ~low.

Date Amount -
04/17195 $SO
06/19/95 SSO -
08/04195 SSO
09/20195 S75
101f7/95 52S
11/22/95 Sl00
12113/95 525
12119/95 SSO
12129195 SSO
01122196 SSO -
02116196 Sl00 ..
0212BJ96

.. Sl00
03/09196 5100
03127196 575
04124196 S50
OSI08196 SSO
06107196 SSO
08105/96 SSO

Please answer the quesDODI by ........!rina tbe .PlItopdare box:

1.

Ifyour IUlwer is DO, pi_list your coDttibutioDs belowby dim IDd IIDOUDL

Attachment
Page Ie>

T
of ~
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2, The contributions were made by checks drawn on an escrow or trust account.

f YES i_N_O__

3. [ reattributed the following amounts of my contributions to the following
ind.ividuals on the following dates:

Name Amount Date Yes No
Ann Zaremba $50 07/04/96 L.,...-'

Mary Anne Messina $50 07/14/96 ~

Ifany of the above information is incorrect. please note corrections.

List any other individual to whom you reattributed any portion ofany contribution and
the amount and date of the reattributioa.

Name -...;,........ _

Address~~------------_----
ReattributioD Date --------_....:..._------AmountReaaributed _

4.

Ann Zaremba had the riabt to withdraw fUDds from my ofyour bank 1lCCOunts.

Attachment __'.:..-__
Page ,q of f)..p



~ary Anne Messina had the right to WIthdraw fu!'lds from any of your bank
accounts.

Did Mary Anne Messina give you any money to make the contribution or
,eattribution?

(J\
p-"::
r~

:t
•

Ul
tJ
Q

flL<,,:",,:

F"
~ ,-

r~
;0;"
iidl

Attachment __T.::..-_
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QUESTIONNAIRE

Anna L. Newton - LRA #466

Documents reviewed by the Federal Election Commission indicate that you made
the following contributions to Buchanan for President. Inc. (the "Committee") during the
1996 presidential primary election campaign, and that all or a portion of these
contributions were reattributed to the individuals listed below.

Date Amount
03/07/95 $296
OS/24/95 $50
06/21195 5150
06121195 Sloo
07114195 Sloo
09/05/95 S296
11124195 S300
05128/96 5100

Please aaswer~ questions by chcckJn,a~ appI'OJlri8te box:

1.

AttaChment-:-U..
Page.. .1.Of 3
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3,
individ

2

Name Amount Date Yes No i
James Ne\1l1on $300 Ifl29/95 IV I fr IV 'fir
Andrew Newton I S100 07/03196 fV/1r )J ,tt-

I

If any of the above information is incorrect, please note corrections.

List any other individual to whom you reattributed any portion ofany contribution and
the amount and date of the reattributioD.

Name _

Address
Reattribut1~·o-n-:D:-ate------:---------------

AmOUllt Reattributeei _

4. Please provide the curreat mamal address for James Newtoa.
(;!# ttwt.cO£/Nf: I'kJE

James Newton bad the right to witbdn.w funds from my ofyour bank lICCOUDIS.

-I
Did James NewtoD pve you any money to make the conuibutioa or reauributioll?

IYPS Ix f



=..
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QUESTIONNAIRE

Catherine Radecki - LRA #466
... -- ......

Documents reviewed by the Federal Election Commission indicate that you made
the following contributions to-Buchanan for P<esident, Inc. (the "Committee") during the
1996 presidential primary election campaign. and that all or a portion of these
contributions were reattributed to the individuals listed below.

Date Amount
07/11/95 $25
09/14/95 $38
11115/95 $20
01130/96 $25
02119/96 $1,000
03/12196" $25

Please answer the questions by checking the apptopriatc box:- - . . .-
1.

Ifyour answer is no, please list your contributions below by date and amount.

.,
•• The contributions were made by checks drawn OD an esc:mw S?f~COunt.. 'l~ ..

I:~ INO
3. I reattributed thefon~1Dl0ums ofmy contributious to the foUowiq
individualson tbe foUowiq date:

Name Amount Date Yes No
Jean McMahon $250 0312S196 ""Mary Strain $250 0312S196 ~
Cornelius Strain $250 03125196 L

'0 ., ...... _ ... _ .....

Atta~hment=\1_'__
Page .i of 3
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If any of the above information is incorrect, piease note corrections.

-
List any othc:r individual to whom you rcattributed any portion of any contribution and
the amount and date of the reattribution.

Name \.
Addres-s------~S~--------------

Reattribution Date -;- ------__......;;.. _
Amount Reattributed _

4.

Jean McMahon had the right to withdraw ftmds from any ofyOUl bank accounts.

I,

Did Jean Mo:Mahon give you any money to make the contribution or
reattribution? .

[YES~ ]
s. Please provide the curn:nt mailiDa address for May Strain.

13·1Q~.;71.· M.~cA Ri.

Mary Strain h8d the right to withdraw fimds from any ofyour bank accounts.

!YES IV< I
Did MIIy stram P you lIlY IDODeY to make the COD1ribution or reattribution?

IYES Ix I
6. Please provide the aurent mailina address for Cornelius StraiD..

I ~70, - p. /I (#1,*,,4 Wd.

Attachment LI
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Cornelius Strain had the right to withdraw funds from any of your bank accounts.

fYES 1&
I

Did Cornelius Stra.!'!l give you any money to make the contribution or
reattribution?

!VES @ft.]

-
-



QUESTIONNAIRE

James A. Pettit, Jr.• LRA #466

Documents reviewed by the Federal Election Commission indicate that you made
the following contributions to Buchanan for President. Inc. (the "Committee") during the
1996 presidential primary election campaign, and that all or a portion of these
contributions were reattributed to the individuals listed below.

Date Amount
05/19195 S50
08/30/95 $900
09120195 $100 .J- ,
05128/96 $200

Please answer the questions by checking the appropriate box:

1. I made tM contribudons li!ted abow. i_ -._ . IYCv1~~O-'(
Ifyour lIII5WeI' is DO. please list your contributions below by date and amount. .

2. The contributiOllS were made by cbecb drawnon lID e9CIOW «trust1ICCOUDt.

3. I nlIItIribmed1Mfbircwi:al1lDOUlltJ otmyCOIItribatiou to tiletbJl~
individuals 011die f'oUowiDa dI&iIl=

NlIDUt AmoUD& Date Yes No
Julia Pettit $200 09/12195 fII"
Emily Pettit- $250' 09/1219S V/
James Doscher 5250 09/12195 II'

If any of the above information is incorrect, please note correctiODL

Attachment
Page d W
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~jst any oLl,er individual to whom you reattributed any portion of any contribution and
the amount a.'1d date of '.he reattribution.

Name -:-------------;:--,~f-7't'-----­
~::~u-::lio:::-:n~D~at::-e--------/-fff...,I,.:.Z--:i:::..~-f?--------
Amount Reattributed 1"- =

4. Please provide the current mailing address for Julia Pettit.

Julia Pettit had the right to withdraw funds from any ofyour bank accounts.

~.::.~1W IN~ I
Did Julia Pettit give you my money to make the ccntritmtion 01 reauribution'l'

s. Please provide the cum:Dt mamna Iddress for Emily Pettit.

.7-310 toa ..,... ..
Emily Pettit bid theri&bt~~lIy ofyourbakaccoums.

----------------~~.. -.'JO9750 lOath ::;CHER
RICHMOND HILL NSJ'

1l419

Attachment tv
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lames Doscher had lfte right to 'Nithdraw funds from any of your bank accounts.

Did James Doscher give you any money to make the contribution or reattribution?

Wi
01)
rWi
~

'"•
iJl

:r=..
~

1"-",
Q

;1 '.

r~
rH."

IYES

Attachment W
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QUESTIONNAIRE

John W. Kremer - LRA #466

Documents reviewed by the Federal Eiection C(fmmis,'lion indicate that you made
the following contributions to Buchanan far President, Inc. (the "Canunittee") during the
1996 presidential prima.oy elettion campaign. and that all or a portion of these
contributions were reattributed to the individuais listed below.

Date Amount
03/31195 $30
06/30/95 $25
08il4/95 $30
09126195 $50
Il1l7195 / $75
01115196 $50
02109196 $50
02117196 $112
03/05196 SI00 •
03123196 SilO
04125196 ,,' SUS
05/13196 S50
07/08196 SUS
08106196 5100

Please answer the questions by checking the appIopIWe box:

1. I made the contributions listed above.l!JNO I
Ityour aswer is..pleue list your COIIIributioasbelow by dale and amount.

2. The contributions were made by checks drawn on an escrow or trust account.

l
Attachment )(
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3. . r reattributed the following amounts of my contributions to the following
individual on the following dates:

Name Amount Date Yes No
David Kremer $115 09103/96 )(

David Kremer $100 09;26/96 )(,
Ifany of the above information is incorrect, please note corrections.

List any other individual to whom you reattributed any portion of any contribution and
the amount and date of the reattribution.

Name _
Address ---:~ _
ReattributiOD Date _
Amount Reattributed _

4. Please provide the current mailing address for David 1CmDar. 7_ _ _ l

David Kremer had the right to withdraw funds ftom. any ofyour bank accounts.

IYES Ix (
Did David Kremer give you any money to make the contribution 01'

reattributiOM?

IYa If t

Attachment X
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QUESTIONNAIRE

Shelia M. Thomsen - LRA #466
.< -J

Docwnents reviewed by the Federal Election Colnmission indicate that you made
the following contributions to Buchanan for Pre~ident, Inc. (the "Committee") during the
1996 presidential primary election campaign, and that all or a portion of these
contributions were reattributed to the individuals listed below.

Date Amount
01130/95 $20 V
03/17/95 $250 V
06127195 $200

~OBn1l95 SSO
10/23/95 S50

~11102195 ' $25
1l/l719S $400 V
01122196 Sl00 ~01131196 SSG.
O2Il6196 $100 - ~04111/96 $1.000 .'

~09/il3196 S7S

Please IIDSwer the questions by c:heclrinl the lppIoprWe box:

1. I made the con1ributions liated abcmt.
'-';;~~:=-'--r

I!your answer is Do, p!cue list yourcomribwODS beJowby..aDd amount.

2.

Attachment .......y _
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3: I reattributed the following amounts of my contributions to the following
individuals on the following dates:

7

If any of the above information is incorrect, please note corrections.

List any other individual to whom you reattributed any
the amoWlt and date of the reattribution.

Na.-ne -..".... _
Address -'?..c.... _

Reattribution Date --:1"'.::;,...-----------------
AmOUDt Reattribu

Name Amount Date Yes No
David 1, Thomsen S100 03120/96

::,~vid N Thomsen : S1,OOO 06/06/96
.'"

4.

Attachment ---,0V_'__
Page;;2 of 3

any ofyour banIc
/ •• 0

J.-Hr~y..;;.f~~.,/

DavidA.1boJ:_
accounts.

David J. ThomseD bad the right to withdraw fimds &om any ofyour bank

=0..... 0 ~ 1~zt!J

5.
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QUESTIONNAIRE . .
~"

Alyssa D. Humphreyes • LRA #466

-
Documenl.l reviewed by the Federal Election Commission indicate that )<'ou made=

the following contributions to Buchanan for President, Inc. (the "Committee") during the
1996 presidential prin'wy election campaign, and that all or a portion of these
contributions were reattributed to the individuals listed below.

•

Date Amount
05125/95 S100
08124195 $200
09121/95 $200
11124195 $400
03/151M' $100
04119/96 $300

Please IDS'Mlr tbe quatiOllS by checkiDI the appropriate box:

1. 1'malethecoutributiODl~above. ~'.:~-.).

I~(JNO }

3. I ,.......... die fbUowina IIIlOUIlIS ofmy contributions to die fOllowinl
indivictuaIaaa... foUowiDa da1a:

I

Please provide the dale of the S50 fCl1uribulion to OWly Humphreys.

Name Amount Data Yo No
Danny HumDtnys S50u; 'v' '). /,41: a f,
Snwt Humphreys 5250 ~ r-/IJ~741..

r
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~f my of the above information is incorrect, please note corrections.

List any other individual to whom you reattributed any portion of any contribution ar.d
me amount and date of the reattribution.

~::.ss .~__--<~ A cas i (,.......5...;;..&_·---
Reattribution DOlt: ~ V
Amount Reattribute"7d----'I.---------------


