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1 Category i is, the Commission sent out written
2 forms-to individuals to survey them and ask them questions
3 about the reattributions that:they had indicated had been
4 made Or were appropriate to make.
5 Then, when these forms came back, a number of
€ these people -- approximately, I think, nine of them --
7 indicated thar they had actually given cash to the
] coatributor, and therefore, in their view, the reattribution
! = 5 Qas appropriate, .
| 10 They said, "Well, we gave rthem money," not before
: = 11 the contribution was made, but when the reattribution was
j: 12 made. ' -
: 13 Now, the audit staff has concluded that that’s a

14 violation -- that that’s an error -- that that’s not an
18 appropriate reattribution, and it has asked us to

1s demenstrate all sorts of thinge in order to conclude that
17 that is appropriate, but with all due respect, I don’t see

18 why that’s not appropriate.

19 It’s not a contribution in the name of another
20 because the reattributee is taking responsibility for this

21 contribution.

22 It is not a cash contribution, because the money

23 is being presented to the Commission in the form of a check.
24 Its only violation is that it doesn’'t fall neatly into some
25 category that has previously been recognized aa appropriate.
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1 ' Each one of these produces a variation in the
2 error rate of about several thousands of dollars. So, orne
3 of our concerns, here, is that.there are a number of poincs
4 here where tﬁe Commission has made a determination that .
5 things are errors which we frankly don’'t believe are errors..
5 MNow, if you took all of the individuals, who we
7 pelieve are -- reattributions are proper, and where the
8 Commission or the audit scaff 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.

;E 12 - . ‘That would be asguming all of the other}objéﬁtions
. 13 that I've made to the survey are -- are dismissed by the
14 Commission. So, we‘re not -- wa’'re talking about some
15 = significant concerns here. _ -
16 In addition, and I reiterate, some oﬁ the ﬂ
17 arguments we have made in our written presantation about
18 ‘specific individuals on which the audit staff has responded
19 to are arguments whiqh flow out of the survey proceas -- and
20 particularly the oral follow-up to the survey process that.

21 the Commission used.

22 It sent people ocut to ask people gquestions 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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1 " Then those pecple came baék and apparently reported their

2 results.

3 That may be an appropriate investigation, but it's

4 not an appropriate sampling approach. 8o, when you have

5 asked these questions tneré's a high possibility that you

6 have biased the responses that are coming back to you.

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

8 those responses were biased or not. We dor’t have any --

9 there are no -~ there’s nc paper trail, I guess, is the way
10 to put it of how these responses or how these conversationa
11 were conducted.

.12 | Now, I don’t disagree that the Commiassion -- if it
13 was doing'a full audit ~- could go out and inven:igatavﬁhese
= 14 maﬁters, because that’'s what a full audit is about, but I.do o

15 object to the idea that they have decided to avoid a £full
16 audit and the burdens that it would place on them by using

17 the sampling method, but not following the rules that govern

18 this method of creating evidentiary base for their

19 conclusions.

20 Sc, for thase various reasons we think that the
21 repayment determination -- the Commission should vote to --
22 no repayment is required, or that there is significant

23 reductions in that repayment that would be required.

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

25 questions. We do not have our expert here, and the reascn
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hi " is that our expert is in California. and we are a deficic

2 commi:tge, and there’'s just no way we can afford that -- te
3 fiy him in on cthe expectation or the possibility that there
4 will be a question and on the good possibility that I will

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

5 available to answer any of your questio;; in a written

7 presentation during the five-day follow-up.

8 0f course, if there is some need for him to be

9 éﬁamined, we would be prepared to make him available in some

19 method cther than appearance, if possible -- that is, video

E 11 or teleconferance, or something along thoge linesg, because
= 12  this is -- this is something that flows éut of twd issues.
if 13 When we started this -- and I’ll be honest with
A 14 the Commission -- when we started on this road, there was a

15 strong belief on the part of a number of people that we
16 should not make. an objection to thia, because it was just

17 too expensive to object, because we would need a statistical

18 expert on it.

19 But I think the Committee ultimately concluded
20 that we did need to make an objection, not only because of
21 our need to avoid a repayment determination, but alsc our
22 need to make sure that the law on this issue developed

23 appropriately.

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

25 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're in a deficit positiocn, anyway.

CHAIRMAN WOLD: What’s a few more dollars? -

MR. 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.

T Mri buffy, in your original iéaponne to the Notice
of Repayment Determination, you mad; soms issue about
whether you or the Committee had been provided- with
sufficient information in which to -- as you said --
thoroughly evaluate whether the sampling méthod 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 gufficient information?

Are you still lacking information that you think the
Commission should-have provided to you, or where are we on
that? 1Is 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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2 - Let me just say that initially we requested
3 information, and we did not ger the information we thcught‘*
. 4 we needed. Subsequently, I think we were able to pinpoint
5 the information becter after we got our sxpert on board.
6 He was able to ask for more defined documants.
" 7 Then we did get many of those documents. We still don't
ij 8 have -- I'm told by my asscciate, Ms. Rivens -- we still
iz 9 éon't have a ccmputerzpadel that would allow us to get a
io better understanding of how the Commission has actually
= 11 conducted this survey.
i 12 ' Of course, we have not gotten any material about

13 the follew-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
i8 this, the eaiier it is for our statistician to examine the
13 isgues.

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. 1Is 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

Heritage Reporting Corporation
(202) 628-4888

AJILGmﬂﬂﬂu____~EF7-.




25

i ’ ccmputer program actually works that -- that selected their
2 sample.
3 CHAIRMAN WOLD: All~right. Thank you. And digd
4 the Commictee make any effort itself to contact these people
5 that were selected and were subject to the investigation by
& the Commission?
7 MR. .DUFFY: We did not. We did not do that before
8 the audit, and we did not do that after the audit. The
9 reason for that is, that we ~- when the Commission started
10 out on this, we received telephons calls from péople who
11 = weres being contacted.
12 We attempted to avoid talking te 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

15 bias their answers that they were going to be giving.

16 We didn’'t want peoplé to say to us, "Loock. What
17 should we answer on this form?" because we thought that
18 would be inappropriate either because the Commission was
18 doing an investigation, or the Commission was doing the

20 sample.

21 In either case, it wouldn’t have been appropriate
l 22 for us to intervene and gi@e 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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" written 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 we 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 dian‘t want to call them, either,

because to be honest with you, they‘ye tired, exhausted,

hostile. All right? -

And the idea that we would go to them and get

competing documentgs 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 planning 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 bea

good reascns either to do it or not to do it -- scme

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 therg was new information that you had obtained, I wanted
tc have that clearly identified. 1If there's not, that's
fine. Then we go on with what we do have here.

Thank you. Mr. Thomas?

COMMISSIONER THOMAS: Thank y;;, Mr. Chairman.
Well, welcome again. Here we go. I wanted‘to. first of
all, to inform you that the fact that you didn’t bxing what
yéu‘re describing as your expert doesn’t suggest to us thac
we don’t have an expert—in front of us.
| You are an expert in the area of campaign finance
and we want to-acknowledge that. I récall going back .many,
many yearé on one of the early Reagah committee audits with
you when I was that l12-year-old in the Office of General
Counsel. Ron Robertson, and you, and Ed Weinfeld, and I and -
some others, we had some long go-arounds about what to do
about what looked like excessive contributions.

So, you hung in there all those yeaxrs as have I.

MR. DUFFY: Reasonable people can draw their own
conclusion of our ea&ity.

CHAIRMAN WOLD: We’'ve had those gquestions arise.

(Laughtg;.)

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, I guess, felt more cenfident in
the results, if we had done a 100% review of these
transactions, but I'm sure yoq-appreciate that from our
perspective that puts everyone in a rather awkward situarticn
because if we were to go out and actually investigate each
one of these contributions that appears to involve
reattribution that would have us as the government getting
into an awful lot of people’s business and ‘while it might

turn cut to be accurate in some gense, more certain in some

sense than using some statistical sampling. It presents us

with an unacceptable approach in some areas, because it Joes

put us in the busginess of asking hundéedl, perhaps,
thousands perhaps, of donors about some rather ancient

transaction.

So, if we were to somehow buy ycur advice that
100% analysis would be better and we’re to decide that we
want to go back now, and talk to each and every one of these
donors, and all tha reattributees, would we still find
ocurselves being challenged by you for having changed course
this late in the process?

MR. DUFFY: Well, I'm certainly not going to waive
any statute of limitations argument that I could possibly
Create.

So, if you're talking about that as a challenge,
then I‘'m not prepared now to say no, but if you’'re talking
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" about whether 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 cf your duties
to ensure compliance with the Federal Elaection Campaign Act
of 197] as amended, you have tc ask people questions that
they may not want to answer and that they may be reluctant

Lo answer.

“

That's part,pf your okligatien. It may be
inconvenient for them to answexr them, but the opposita of
that is to not do anything, to not audit these issues or to
address these iséuen in some other fahhion in terms of an
analysis when you're giving people ﬁoney.

In other words, what you’re saying -~- what the
Commisgion is really saying here, is that reattributions
fall into a number of categories.

Some are cbvious on their face as being proper or
likely‘to be proper ~-- husbands and wives who have the same
bank account even if 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 Commisgsion, in its initial analysis, did not
raise any issue about these other types of reattributions.
That would be one method of dealing with itc.
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1 You gould say wﬁoa. These are a problém and have
2 .to be treated differently then other reattriburions. You
3 could say we won't have any r@attributions of this sort.
4 You could do all of these things by rulemaking.
5 Or you could do nothking, assuming that the problem
6 was not sufficient or that there were countervailing reasons
7 for you not to audit. But what has been done here is that
8 you created a survey process which basically is opague.
ﬁ: 9 ) I mean, it can’t be penetrated except with the
Eﬁ 10 greatest difficulty by committees. There’s no -- it’s not
z% i1 transparent.
Fj 12 ' There’s no bamig. -- there's no record of how you
i% 13 reached the conclusion that surveys were appropriate here,
14 or how, cr what standards you'’ll apply to these surveys, or
1S - how these surveys will be conducted. )
16 That’s all something that you havé décided -- that

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

18 appropriate.

19 I think that what has to happen here -- and when
20 You use a survey proéess, remember what you’re doing. .
21 You’re creating, as the courts have said repeatedly, a body
22 of evidence, which in order to be relied on must be -- in

23 order for the survey process to be relied on as evidence, it
24 must be conducted in a scientifically valid fashion to avoid
25 inaccuracies in the responses to the audit inquiry.
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We either have to do that analysis up front, that
is, have a process which we all agree to initially, and then
we go ahead with it -- that’shbow you would do that by
rulemaking -- or we have to pick apart these things each
time they come out, and that’'s a labor-intensive issue.

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 loock at
tﬂe survey, and say it .shculdn’t be done that way.

So, I don‘t think you can say we have an audit
obligation. 1It’'s too much of a problem to do the audit, so
we’'ll just guess, and then we’ll tell you to pay that -amount
of money.: .

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

You can either get up on your high horse, spend a bunch of -
money, and attack the survey -- hey, that’s the type of

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

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

We don’‘t want to do that. It would be a prudent
course, but we’'re nbé going to do that because we think that
would be wrong. We don’t think it’s correct to do that. |

We don’t think you can estimate -- we don’t think
the law allows you to estimate how much we owe. You have to
prove how much we owe.

COMMISSIONER THOMAS: By that, you’re not saying
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1  we can’t use the staristical sample that you give, if we
2 were to satisfy all the standards you --
3 MR. DUFFY: I'm not saying that. I mean, the
4 courts have said that there are -- there is a situation --
5 there are situations where statistical sampling is
6 appropriate. -
7 I'm saying that, one, this isn’t ;n appropriate
8 Ssituation because the universe that you would have to
9 ;ctually send survey forms to, or you would have to contact
10 in some fashion, was only 1,000 people.
11 COMMISSIONER THOMAS: Could you explain that? 1

12 want to make that distinction. We’re talking about the

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

14 in the 1,000 range. '

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

16 just get up here.

17 CHAIRMAN WOLD: Excuse me, Mr. Duffy. Let me ask
18 our Commission Secratary, is that microphone over there

19 live, do you know, at the pedium?

20 COMMISSION SECRETARY: Yes,

21 CHAIRMAN WOLD: The one at the pedium? Mr. Duffy?

22 MR. DUFFY: Yes?

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

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

25 MR, DUFFY: I think I can explain this without a
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demonstration. Let's see if I can, ckay?

What i've done here is -- what we have here is,
the Cocmmission has a significant number of contributions
that have been maﬁched -- 7,220. &All right?
Then it took a sample, which we don’'t think is -
representative, but it’s a sample of 3£Zi Then it looked at
those -- that sample of 324, and started tﬁiowing out
centributions as being okay.
« I mean, it looked at the matchable contributions,
and excluded certain contributions from the sample
suggesting that those contributions, because they were
betwean husbands-- they were on ac:oudib that their -- . -~
hugband and wife accounts; ér they wére reattributions
between a husband and wife, whatever. They weren‘'t going to "
do anything further on those. |
They were saying that from their point of view,
those were okay. So, they got themselves down, and then
their -- if ybu look on -- this is the oral hearing document
that was submitted to you -- Agenda Item -- right.
Attachment 1 to the Staff’s Memorandum to the
Commission, all right? That'’'s page 26 of 29. You can see
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

Heritage Reporting Cerporation
{202) 628-4888

ATTACEMENT ____ E:



34

1 'got down to "Total Errors from the Initial Raview& -- out of
2 47, whicp is 15% of where they starced. Those are the

3 people they actually sent survey fo;ms 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. -

P 7 You could look at them in -- in your office and

: 8 say, "No, these are okay. These are okay," and ycu only

= 9 h;ve 1,000 where the reattributicns are not the type of
10 reattributions that one would consider to be clearly
11 appropriate.

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

13 out a gquestionnaire or some.device ﬁo 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 issueﬁ, and
23 regsolving 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 6ommittee'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.
o 7 You haven‘t ~- you're using a method which is
ié 8 eagier 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't 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 inappropriately given to them. .. -
13 i think we deservé to havé that laid out for us in
14 cases where it can be. Now, the cases that have been cited

15 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 COMMISSIONER THOMAS: Thanks. If I could just --
20 CHAIRMAN WOLD: Certainly. Go ahead.

21 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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It’s kind of unclear to me whether there was some

. sort of standard advice that was givern to donors where a

contribution had come in, and where there was a possibilityT
perhaps, of reattributing some of what appeared to be
otherwise excessive zontributions. -

MR. DUFFY: Let me tell you what I learned because
I asked that question when this came up, and they told me
that they basically sent things out to people -- forms out
té people. -

They inquired whether there was -- that when
contributions came in that were thought to be matchable --
or not matchabxe_—- were thought to be pétentially
reattributable, forms were sent cut;

Then those forms were returned. If geopla aaked
questions about them, basically they were referred to the --
it was told tc me that the form was -- they were referred
back to the form, and the language that appeared on the form
was -- that was used as part of the explanation of
matchability.

Now, no one provided me with a script of the --
not unlike the Commission on the other side of the coin
here. That campaign did not have a script as to what it
allowed -- how these requests for further information were
to be answered.

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 reattribution, and they said yes, and
4 sent it in.
5 They didn’'t call us. They didn’'t ask a gquestion.
& They just sent it in. If questions were asked, I was told
gg 7 that they followed the form -- simply reiterated what the
i% 8 standards were on the form.
%‘ 9 h I'm not sure who received these calls, and my
éi 10 understanding ~-- I don’t believe, and I don’t know that
i% 11 there was an actual mechanism set up for making sure that’
. 12  people said =--gave correct answers. K - ‘ )
13 So, I can’t say that becau;e I don;t -- we haven’t
14 found any documents that would suggest that thgre was a
15 ~ secript, or that people said, whenever guestions are asked, -
16 say the following, or probe into it, or whatever.
17 I'm not suggesting that -- I guess the question
18 here ig, the Committee feels that it sent out regquests 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 CHAIRMAN WOLD: Ms. Buchanan?
24 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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the information in it, when the contriburtion came in. I'm

-+

2 sorry? This is the right mike --

(V8]

CHATIRMAN WOLD: Try to speak into those.

4 MS. BUCHANAN: All right. I'm 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. :
= S ‘ Then, twice -4 month or s8¢ or whatever it was that
10 was determined, these letters just went out en masse. This
11 was not a, "Cali up the contributor. 'What do you think?’
12 Could you contribute thim?* '
13 éo, they jusf went out auﬁoma:ically, and then the
14 people sent them in. When we became aware of the problem; I
15 asked John perscna%ly to talk to differesnt people on the

16 staff. These were people that were on the Treasury staff,

17 so they dié 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 Cne 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 pecple 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 teo interfere in a Federal
invéstigétion.

I 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.

0f course, at the time we didn't have an active
staff -- the people whg might get these calls -- to direct
them to cne fellow, who was an attorney, who was working on
the -- helping som=one to direct all calls to him that he
was to somehow just explain to them to do what you think is
right to £ill it out hoﬁestly or whatever, and theﬁ to
give -- if there’'s any further questions, just send them to
Mr. Duffy.

 So, we really haven’t had anyfhing to do with
these contributors. So, I 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.

MR. DUFFY: Right. We didn‘t, as I explained
before, I didn’t represent the Committee during the election
campaign. I restrict my repreaentation of Committee to the
maximum extent possible to the post-election period.

Having served once as a campaign counseli, I
decided that that was the fastest way to Federal prison I
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1 "could imagine, and I decided to avoid it.

2 So, Ilonly take campaigns in the post-election
3 period, so I had -- when I Qag contacted by Ms. Buchanan
4 about these concerns, they derived from the FEC
5 investigation, okay?
6 I advised as she said. I tol&nher that it's an
7 investigation, and when there’s an investigation ongoing,
8 you don’‘t sit around trying to ncbble the witnesses. That's
9 no£ the way you do it. .
10 So, we didn’t contact -- people contacted us, and
11 in fact in one case, people contacted us and demanded that
- 12 we refund their contribution, and the Committee was - -
13 concerned about their concerns.
14 They were -- we attempted to explain to them the
15 _ situation, but they wanted their contribution back, and so
16 we gave it to them, and that brings me to anocther point. )
17 I don’'t believe that there -- there’s something in
18 the document that has been supplied to you by the General

19 Counsel and the audit staff that on that issue, that

20 contribution was not matchable once the party asked for it

21 to be refunded, and I don’t agree with that. .
22 I mean, the question of whether a person has

23 donative intent or not has to take place when the donation

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

25 hell will break loose.
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I mean, after the candidate has not won, lots of

- people would like their money back, okay? aAnd they call up.

——

That doesn’t mean you can -- You have to give them their
money back.

Once we give them their mcney back, I don‘t
disagree that the matching funds have to follow, but when we
-- just the mere fact that they’ve asked for it does not
negate their donative intent, and does not undercut the
appropriateness of matching funds. '

CHAIRMAN WOLD: Thank you. Commissioner Thomas?

COMMISSIONER THOMAS: No, that’s fine,

CHAIRMAN WOLD: Okay. Thank you. Commiasiocner
Mason? '

COMMISSIONER MASON: Thank you. Just as a matter
of record, the form you were referring to that requested the
reattributions, do we have that somewhere? Have we seen
that?

CHAIRMAN WOLD: Ms. Thomas?

MS. THOMAS: Yea. In the agenda document,
attachment 1, page 19 to 29, there’s a copy of the letter
that the Committee sent to contributors asking whether or
not their contribution couldn’'t be attributed to someone
else. -

Adjacent to that page is a copy of the form that
is returned by the contributor in which the reattributors
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1 and the original contributor signed stating that these are

2 Ireattributed contributions.

3 COMMISSIONER MASON: . Is that page to the left?

4 MS. THOMAS: The form is page 18. '

5 COMMISSIONER MASON: Page 18 -- that's the

6 Buchanan committee form.

7 MR. DUFFY: Okay. Wait a minute.

8 COMMISSIONER MASON: Mr. Duffy, you’re making a

9 lot of arguments in the alternative, here. I’ll sort that
10 out later. I just want to make sure we had it, and ask for

11 it if we didn’t.

= - 12 - You'‘re-making a lot of alternacive -- arguments in

13 the alternative here, and I understand why and what you’re

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

15 process, because one of the things that Commissioner Thomas
16 was asking about and that is, we’ve had a lot of discussions
17 about when, under what circumstances, and what reasons we're
18 going to contact donors.

19 I think the Commission has been rightly reluctant
20 to contact donors without some specific need to do so. So,
21 when you say, well, we think it would be hetter to contact
22 them all, and yet you’ve described to us the state of

23 confusion, the difficulty we‘re dealing here with the year
24 or two at a minimum after the donations would have been

25 made, people who were -- even at the several-hundred-dollar
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level -- relatively 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 arxe the kinds of reagons that I think
drove us to the decision that, no, we didn’'t want to call
all 7,000 or all thousand, and I hope you realize that.

I understand your guestions about how the sample
w;s 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, not
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 is a difficult policy dacision 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.

I 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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Lo create a method of estimating the poésibility that there

[

2 are errcrs here.
3 I haven’'t given much thoﬁéht to alternatives, but—
4 it seems to me that in a situation where -- what you have
5 initially done in a situation like this, we may have to fall
6 back on some method of examining these contribution§, as I
7 said before, at the initial stage, when matching funds are
8 being given out, and giving greater guidance to the
9 cgmmittees as to what sort of evidence is going to be
10 reguired to give the Commission sufficient confidence so
11 that it deoes not have to look at these things in the audit
i; 12 process. i
,} 13 in other words, you have two mechanisms for doing
14 it -- one is to do it up front, and the other i; to do it at
15 ~ the audit process. I think you were wise to say, gee, -
16 calling these people is just wrong, it's the wfong thing te
17 do. But then that moves me to the front ¢of the process, not
18 -- to say, wéll, let’s think about how we can view this up
19 front.
20 COMMISSIONER MASON: But if we tell you at the
21 front of the process that you have to wait another two or
22 three months to get your métching funds because you haven’'t
23 given us enough information in the initial submission, I
24 know we’'ll get screams about that as well.
25 MR. DUFFY: One of the joys of not being in a
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federal agency is we get to scream, and I know because 1‘'ve

served in the Federal Government that you never do it right
from the point of view of the_grouﬁ-that You're regulating —
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
survey follow-up.

MR. DUFFY: Right. -

) COMMISSIDNER/MASON: And I understand your bias
concerns about that, but looking at the éample attachment --
attachment 1, page 26 cf 29, there’s.an indication that
follow-up phone surveys were made to only two -- if I read
it properl?, it’s at thé-very bottoﬁ cf thatr page -- of the
31 or 47, I suppose, that were counted as errors, and I want
to see if that is accurate.

I mean, whilg I understand your objections as to
phone surveys, if we’'xre 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.

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

5]

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,
& because it -is being multiplied by a very large number in the
7 universe, can introduce a considerable error.

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

E 9 because I -- we have not received a complete list from the
10 staff of the phone calla they made throughout this process,

11 although I believe they did identify the -- either in their

12 document or to us -- the phone calls. that they made, and the
13 people that were considered to be errors. _

14 MR. DUFFY: 1Is that right? That’s right. That’s

15 right.

16 MS. RIVENS: . 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 other people, and send in things

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

tJ

3 .see lots of problems arising from.

4 I understand that 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 do, I don’t want to get inteo a situation where the
7 8 Commission says that’'s a good way of doing business, or even
ol 9 pérhaps a legal way of.doing business.

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

11 100%, ckay? I think that the -- and I have told the

- 12 Committee that if they want my recammeﬁaation, they should
13 not seek matching funds for reattriﬁutions that are not, in
14 fact, between husbands and wives, who can be amgsumed to haﬁe
15 a joint account.

16 And this idea of seeking reattributions from other
17 people who have other accounts or potentially other accounts
18 or wharever, 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 thar 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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" aggressively as You can within the bounds of the_law. So, I

am in full agreement with you on that.

CHAIRMAN WOLD: Thagk yo;. Commissioner
Sandstrom, do you have questions?

COMMISSIONER SANDSTROM: Thank you. Eventually,
I'm eventually going to follow up on that last peint, and
what the state of law was in 199%6. Before that, I wanted
just to question about your -- in the statement you made
téday on your first point about the use of sampling.

You said this has only been endorsed in extreme
cases. I understand that might be a little hyperbole on
your part, because I -- in looking at the cases cztea having
shepherdlzed those cases, I never see that as the standard.
It’s only in the extreme cases.

With regpect to the constitutiocnal challenge, let
me ask, do you know of any federally reported case that's
found the use of the statistics -- statistical study -- the
one valid and reliable, leaving that question aside, in
which the court determined that it was a violation of due
process?

MR. DUFFY: I think we can say that we haven't
found any case thgf says that statistical samples, if
properly done, are not appropriate evidence in a federal
case.

When I was summarizing the case law as I
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1 " understood it, 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
E% B case .in which the size of the sample -- and it was
ﬁe 8 sgatistically reliable--- was the basis for any federal
A 10 court decision you relied upon?
%f 11 MR. DUFFY: No, not for -- not a federal court
i; 12 decision, no.
f 13 COMMISSIONER SANDSTROM: ft-seems to me that most
14 of the cases, in fact, tend to endorse and particularly '
15 relieves -- administrative agency a major burden, which may

16 be a cost 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.

13 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 Qha:;g:_&i:,‘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, Chartexr Aix, which was in

25 Supreme Court in New York -- which isn’t even Supreme in New
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1 "York -- in that case as I understood the Case, the taxpayer
2 had ali -- in his possession -- all of the evidence
3 necessary to establish his tax liability.
4 Can you tell us today that you have, in your
5 possession, all the information to establish that these
6 contributions were properly reattributeé; -
7 MR. DUFFY: Well, what the -- I d;n't -- what the
8 taxpayer had was, he had his records, and we have records,
9 téo. We've given them.to the Federal Electiorn Commission.
10 They are these statements which were signed by
i 11 individuals indicating that these reattributions were

12 proper. So, like the taxpayer in Charter Airy, we have the

13 records showing affirmatively that these individuals think
14 that thege reattributions are factually correct. ‘
15 Now, what the FEC 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 avidence with reapect to that.

20 Let me ask you about the Regulation for a moment
21 -- 9,034.2.

22 MR. DUFFY: Yesg?

23 COMMISSIONER SANDSTROM: This lists all the

24 contributions, as I understand, that are matchable? 1Is that
25 your understanding?
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MR. DUFFY: Right. It gives guidance as to
matchable contributions.

COMMISSIONER SANDSTROM: And with respect to the —
contributions that you’re referring to that should have not
been -- you claim were properly reattributed, do you know
under which section of this regulationizhat it would be
properly reattributed? -

MR. DUFFY: Well, we are talking here -- I beliave
tﬁat the committee’s view of this is that 9%50342(c) (1) (2) and
(1) -- and let’s see, (1) (ii) and (2} are probably relevant.

MR. SANDSTROM: Okay. If -- can I refer you to.
(2) () beﬁpre going into the subgections there? . -

MR. DUFFY: Mm-hmm. '

MR. SANDSTROM: It says, "The written instrument
shall be payable on demand and to the order of and, of -
course, specifically endorsed without gqualification to the
presidential candidate or his or her authorized committee.
The written instrument shall contain the full name,
signature of the ccnt;ibutors, the amount, and the date of
the contribution and the mailing address of the
contributors.”® Then it goes on, of course, to the joint
account. Did these contributions meet those requirements?

MR. DUFFY: Sure.

MR. SANDSTROM: They had the name of the
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
addit staff is more generous or even the past practice of
this commission is more generous than what I think the
requlation called for. But as I understand the regulation,
that the contributions you’re referring to are not of the
character that fall under’ (¢} (1), (cS(Z), or (¢)(3) and that
in some cases we’'re talking about eguitable 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
regqulations. 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 pecple comply with the regulation. AaAnd
if we are -- been generpous 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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reqgquires a matchable contribution, not that -- our gloss on

it or our addition to it or whether the actual language
employad by the regulation wogld make these matchable. It
would help me on it if you -~

MR. DUFFY: So can I -- and let me just -- if I
may, Commissioner, your view would be the -- unless my check
ccntains the full name of myself and my wife, the charming
Cynthia Wyatt, and our mailing address and -- that we have
tothave that on the check in order for that check to be --

MR. SANDSTROM: It is written in the mandatory
language.

MR. DUFFY: Well, I --

MR. SANDSTROM: -Ana we understand that we may have
been, in seeking a repayment, somewhat liberal in that and
recognized differeat sort of instruments, but that comes --

MR. DUFFY: I think -- without trying to hold Ms.
Buchanan back here because she’s about to -- hexr point is
going to be, if I can summarize it, thac you have gone
beyond being generous. You have written the manuals and
instructions to campaigns that have suggested that this is
the way to obtain this.

Your matching fund manual, according to Ms.
Buchanan contains the very procedure, that is sending these
written documents and having them -- so I think that in
terms of your policy, you may be entirely correct, that this
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1 policy that has been adopted by the commission over time and
2 in -- and articulated in various manuals and instructions to
3 candidates and committees is inappropriate and possibly even

4 illegal.

S MR. SANDSTROM: That‘s fine, and I understand your
3 position there. And it may be, like I say, quite fortunate
7 for the committee that that’s been the position. I‘m just

8 ;;ying to understand my -- explain my understanding cf the

9 regulation today, and ‘I‘m not -- I'm not trying cto send fear
10 out to all those who have been audited in the past that I

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

-

o122 problems thai échmissioner.nason doga.‘
13 And -- but I think we do have a particular problem
14 here when we go so far as to refer to equitable ownership'of
15 accounts and, you know, pecple making tranafers into
16 accounts. And that takes the regulation ih --HI'll have to
-17 call upon the audit staff to preobably instruct me a little
18 bit more about any manuals we have put out and to what
19 extent we wish they would rely upon a manual that seemsa not
20 in accord with our regulaticn with respect teo matchability.
21 I have this concern and I think that‘s somewhat
22 Commissioner Masomr's concern. So could the audit staff help
23 me in this respect?
24 CHAIRMAN WOLD: Ms. Thomas?
25 MS., THOMAS: The commission’'s presentation --
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Guidelines for Presentation in Good Order for matching funad

submissions does provide for committees to seek
reattributicns of centributions 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 ;t is to be
attributed to some other individual.

MR. SANDSTROM: Other than a joint tenant on the
aécount? -

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

- MR. SANDSTROM: Yeah. That -=

ﬁs. THOMAS: I believe it Qays. "Has ownership of
the funds," or something like that. '

MR. SANDSTROM: See, I understand that.

CHAIRMAN WOLD: 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 peint,
but I’'m not --

MR. SANDSTROM: Yeah, I just want to -- before I
pursue the guestions 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 dcne. 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 MR. DUFFY: Can I just -- Ms. Rivens has suggested
8 to me, and I'm just suggesting this too. I’'m not going to
9 argue it, that there’s that guidance can be cbtained also
10 from 110.1(k}) of the commission’s regulations on this.
% 11 MR. SANDSTROM: Yeah. The reference to 110. (k)
?; 12 doesn’t -- 110.(k) does the general attributes, but it
:i 13 doesn’t deal with attribution of maﬁchable funds.
A 14 MR. DUFFY: Mm-hmm.
15 MR. SANDSTROM: and sco I appreciate that
16 instruction, but I’1l 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
i9 reexamine.
20 But I do appreciate very much your time here
21 today, especially with sampling because I understand ycu can
22 make an argument about thevreliability 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 sample is completely unreliable -—
4 because it is not representative of the populaticn. That'’'s
5 what my statistician tells me. He says _to me, "There’s no
6 argument apout that." He says that you camnot test on a
7 test like average contribution, which is ~- I think he used
8 the term "non-biased mechanism for testing."
9 h The -- if this was a representative sample, the
10 average contribution within the sample would have to be
11 close to the average contribution in the universe as a
12 whole. The average contribution, he_has‘told me, in the T
13 universe as a whole, is $90. The avérage contribution in
14 the sample is 155. ' e
15 MR. SANDSTROM: What universe is he taking as a
16 whole, just the ones we sampled or a sample of all
17 contributions.
18 ' MR. DUFFY: No, the whole -- 7,220. That's the
19 universe.
20 MR. SANDSTROM: But --
21 MR. DUFFY: That’s because that --
22 MR. SANDSTROM: Well, let me ask this question
23 because it geems to me if we’'re -- some of these are being
24 attributed ro more than one person, correct? Some of them
25 are like, children. Most of the universe is attributed to
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1  two people, the spouse and the signee.

2 - MR. DUFFY: Right.

3 ' MR. SANDSTROM: 1If qhat'#hincroduced -- these are-—
4 being attributed in many cases to more than two, then we

5 would_-— that’s actually a different universe we're talking
6 about. And the fact that they had a different size

7 contribution is guite reasconable to conclude that

8 centributions are being attributed to more people or are

9 lérger in character than those attributed just to two

10 people.

11 MR. DUFFY: You are -- Commissioner, you are
i; 12 sﬁruggling here with a statistical concept that I hopé'I‘m
“§ 13 going to b; able to explain to you. Despite Ms. Thomas’'s
i 14 very kind remarks earlier on, I venture into this morass

15 . only with the greatest of trepidation. -

16 MR. SANDSTROM: Plus, I didn’‘t say that ycu 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 CHAIRMAN WOLD: The 7,220, is that right?

22 MR. DUFFY: Right, 7,22¢. 1Is that right?

23 MS. THOMAS: Mm-hmm.

24 MR. DUFFY: All right. So I'm on board at least.
zZ5 What -~ the total amount of those that they used at --

' Heritage Reporting Corporation
(202} 628-4888

mucmu__E___@E.
Page _S8__ oz



i o
T T

m ﬁ"h :E i

if
&
-
R
]

zmb

i

.ﬂ

E}

48 )

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

59

5649,000, all right. That‘s the universe. They talk a

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

in the 7,220, you get a $3%0 average contribution. When you

take the average here, you get 155, okay? If this was
representative of this --

MR. SANDSTROM: I understand you on that.

‘MR. DUFFY: It would have to be (inaudible), okay?
That meaning that there’s a -- that this sample is not

N

repregsentative. Once you make that statement, everything

else
ig ~--

MR. SANDSTROM: See, that’'s why my question went
to -- with respect to what the univérae was. Now I -~

you‘'ve clarified for me what the universe what. I thoughtf
we talk about -- and end your argument in that respect.

MR. DUFFY: And the reascn -- thelreéaon I'm
making this point so vehemently is that this is how they
calculated ocur repayment. They multiplied their error rate
times this number.

CHAIRMAN WOLD: Times the 649,0007?

MR. DUFFY: Right. Right.

CHAIRMAN WCLD: Or times the 7,2207?

MR. DUFFY: Times the 649,000.

MR. SANDSTROM: All right. Chairman.

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

2 . ) MR. DUFFY: Yes,

3 CHAIRMAN WOLD: I understand that there are 7,220
4 contributions in that universe.

5 MR. DUFFY: Mm-hmm.

& CHAIRMAN WOLD: But what is £;at universe

7 comprised of? Is that -- -

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

9 we understand from their documents is it’s all contributions
10 that were matched, all matched contributions. (Whispering)

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

12 as all matched contributions that had some reattribution

13 connected to them.

14 CHAIRMAN WOLD: All right.

15 MR. DUFFY: Okay. I apologize for that.

16 CHAIRMAN WOLD: I just want to make sure we’'re on
17 the same track here-and have the same understanding. Thank
18 ‘yvou. Freom our general couneel’s office, we have our general
19 ccunsel, Lawrence Noble and two staff attorneys, Delanie

20 Painter and Rhonda Vosdingh. Mr. Noble, do yocu have any

21 questions, or does your office have any questions?

22 MR. NOBLE: There’s just a couple. Good morning,
23 Mr. Duffy.

24 MR. DUFFY: Cood Morning.

25 MR. NOBLE: Ms. Buchanan. Just to get clear
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1 " information that you don’'t have -- You say you don't have atc
2 this point -- when we're talking abour the sampling, you're
3 saying that you have most of the information you requested
4 or all the information you requested except for the manual
5 with regard to how the sample is selected, correct?
6 MR. DUFFY: May I defer to Mgf Rivens, who’'s had
7 actual, you know, discussion with it. )
8 CHAIRMAN WOLD: Mr. Duffy, if‘Ms. Rivens would
9 like to join you at the table there, that would be perfectly
10 appropriate to go up. ’
= 11 MS. RIVENS: Good morning.
hj - 12 ~ . CHAIRMAN WOLD: Good morning. - :
E 13 MS. RIVENS: According to our expert, what he
§§ 14 says, he still does not have -- it’s some kind of computer
- 15 manual that would explain to him how the statistical model
16 worked. He has computer printouts, so, basically, he sees

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

18 figures are. But he still doesn’t have any kind of manual
19 to give him guidance of exactly how the model Qorks.

20 And the upshot of that is that he ié guessing that
21 he is accurately replicating exactly how the staff performed
22 its analysis. He’'sg thinkihg that he’s replicating it, you
23 know, to find out whether there are erxrrors, but he can never
24 be 100 percent sure of that because he doesn’t have what he
25 describes as a computer manual that would explain to him
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1 exactly how the model works and how it spits out the cutput

2 that it does.
3 MR. NOBLE: So at chis péint, with regard to =
4 selecting the sample, that’s all that you believe you're
5 missing?
£ MS. RIVENS: That's what he believes he requires,
; 7 MR. NOBLE: Mr. Duffy.
5% 8 MR. DUFFY: Yes.
ﬁ% g MR. NCBLE: Or whoever. You made a statement
; 10 earlier on that all of these con:ributioﬁs would have been
—; 11 matchable had they been given directly -- the reattributed
%g 12 contributions -- had they been given directly to the -
iz 13 campaign. But we don’t have any documentation that these
L . 14 were given by check or any written instrument, do we?
15 MR. DUFFY: I don‘t recalil saying that. It's
16 possible that I did, but I'm not ‘sure I understand what
17 you’'re =--
18 MR. NOBLE: Going to the reattributed part of the
19 contribution --
20 MR. DUFFY: Yeah.
21 MR. NOBLE: You said that you didn’'t see really a
22 problem with matching that part of it because this second
23 donor, if you will, gave the criginal contributor the money.
24 MR. DUFFY: Right.
25 MR. NOBLE: But we don‘t know how that money was
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1 given, do we?
2 - MS. BUCHANAN: Just in some instances.
3 ' MR. DUFFY: In some -- well, we can only rely on —
4 the informaticn that was obtained from the -- by the audit
5 taff. The information comes in two forms, one, the
& responses to the guestionnaires that the audit staff sent
7 out in which there were notations, it seems to me. Some
8 pecple said we gave money.
<] ) The other information we have ig information
10 contained in the audit report itself whiéh explains that in
11 some situations people said they gave cash in response,
i; .12 apparently to some conversation betwgén*them and the audit
= 12 staff. ' . |
14 So what we're saying here is, the commission has’

15 eliminated completely the idea that people could respoﬁd

16 that they had an eguitable intereést in the account after

17 having given money to scmebody who had the account, and I
18 don’t see why that'’'s the case.

19 It seems to me that I have an egquitable interest
20 in money in Ms. Buchanan’s account if I have given her

21 money, and she -- and either she has put her in the account
22 or I am giving it to her for the purpose of allowing a

23 reattribution of contribution that has been made on that

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

25 contribution.
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The commission’s regulations are silenf on this

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

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

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

nothing that makes it illegal.

—

MR. NOBLE: You‘ve gotten into the other I want to

get into, is what your definition of equitable interest in

the account was. 1In citing the -- in the regulations, we

used equitable interest in account in a very specific area,

not just generally with anybody’s account.

So is your definition -- when you come back to

equitable interest, 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

account up to that amount?

MR. DUFFY: Well, it makes it a truaé_acccunt

certainly.

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

MR. DUFFY: Absclutely. I mean, I hold -- no

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

holding for me for a particular purpose is a common law

trustee.

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

giver a equitable interest in that checking account?

MR. DUFFY: Absolutely. 1If I gave Mg&. Buchanan
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" money, all right, in order to take a portion of a

contribution that she had -- already been made, I'd berter
get a portion of that contribution because I have an
equitable interest in the money in her account tc the extsnt
that it is -- has been sent to the candidate as parrc of a
contribution.

If that isn‘t done, if it’s not accomplished in
that fashion, that’s a violation, and I can sue under common
law to get that money back. I mean -- but the law impresses
a trust in a number of situaticns similar to that.

MR. NOBLE: 1In your view that is what the
regulation is talking about when it'éalks about you maintain
an equitaﬂle interest in an-account? '

MR. DUFFY: 1I'm saying that’s what the committee
interpreted it to mean. . |

MR. NOBLE: 1 see. Now but if that money -- if
that ¢ash was given directly to the campaign, obvicusly,
that would be matchable, correct?

MR. DUFFY: We agree with that.

MR. NOBLE: ‘All right. Thank you.

CHAIRMAN WOLD: Thank you. Also joining us in
this hearing are our staff director, James Pehrkon and two
representatives of the audit division, Joseph Stoltz and
Wanda Thomas. Mzr. Staff Director, do you or the audit
division have any gquestions?
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MR. PEHRKON: I think we do. Again, good morning.

MR. DUFFY: Good morning.

MR. PEHRKON: And the only question that I have
is, I'm not familiar with your expert, so could you give
us -- give me a little background?

MS. RIVENS: His name is Patrick Goshtigian, and
he is with the Analysis Group/Economics in Los Angeles,
Falifornia. -

MR. PEHRKON: Okay. And any further background on
him?

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

CHAIRMAN WOLD: Ms. Rivenf;’is that something you
could provide to us?

MS. RIVENS: Yes, certainly.

CHAIRMAN WOLD: That would be helpful. Thank you.

MR. PEHRKON: I guess the only other question I
had is, you talked about the average amount of the
contribution of thias population. There were 7,220. What
about the median size of the contribution?

MR. DUFFY: His -- he said that the test, the
unbiagsed test -- "the mean was an unbiased test,” was the
way he put it, that is generaliy accepted as a mechanism for
checking whether or not. a particular sample is -- in this --
in a situation like this is or is not random and, therefore,

is or is not a representative of the universe as a whole.
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1 ' I've got the -- he did not mention -- you said the median?

2 MR. DPEHRXON: Median, yeah.-

3 MR. DUFFY: Median. . And -- but I will certainly

4 have him respond tc that, as to why that wouldn’t be

5 appropriate or what that calculation was if he made that

& calculation.

7 CHAIRMAN WOLD: Thank you. Mr. Stoltz?.

8 MR. STOLTZ: Also, with respect tov this

9 célculation over here »- and I certainly have no reason to
10 doubt that it‘’s accurate -- did your expert discuss how this
11 calculation might be affected, given that we are dealing
12 with a dellar unit sampling plan aa.qéposed to the more
13 traditional variables plarn, where a particular transaction
14 is selected in the variables plan, where a particular -- '
15 unit of value is selected in the dollar unit plan? Frankly,
16 under the dollar urnit plan, I would be very surprised if
17 this is not the result that ycu got.
‘18 MS. RIVENS: That is not someching thac we
19 discussed, but, obviously, that is something that we could
20 have him address in our submission in five days, although he
21 is certainly aware -- I know that he’s aware that what this
22 is is a dollar unit sampling method.
23 MR. STOLTZ: It would be almogt impoasible for

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

25 Anc-her question, you argue that we sgshould be
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"using the lower erd of our --

MR. DUFFY: I'm sorry?

MR. STQLTZ: You were arguing that we should be
using the lower end of the range.

MR. DUFFY: Right.

MR. STOLTZ: Would you also fgen suggest that when
we're paying matching funds out, we should.be doing the same
thing?

) MR. DUFFY: .That’'s -- when you pay matching funds

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

you are balancing that against the possibility that within

ﬁhe area of the range that you’re talking about, the ~- that -
there are areas in the matching funa submission.

That is, it seems to me, entirely a policy
decision that you make depending on your balance as to how
much you want o penalize individuals or restrict
individuals in giving out matching funds.

Certainly, an argument could be made that the most
conservative method and the mecst accurate method in terms of
your obligation to protect the Treasury from being asked to
match contributions that aren’t matchable would be to use .
the lowest end. That would be the most conservative method.
Whether or not you should do that is really a policy
determination based upon whether or not.your-goals of -- and

the Congress’'s goals -- of financing candidates is best
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1 " achieved by using some othler number within the range.

2 it sesms to me you could argue as well that,
3 because ©of the importance of getciﬁg money to candidates,
4 you should use the end of the range that most support money.
5 Or you could use the end of the range which mcst -- whicﬁ
5 least supports money, okay? That’s sort of a policy
7 decision. .
8 But when vou’re asking me for money, my view is
%ﬁ ) that you have got to isk me only for the amount of money
10 that you have confidence that I have to return to you. I
ﬁﬁ 11 think that -- right now, as I understand it, the commission
f o 12 basically uses the mid-point, right? . -
': 13 "MR. STOLTZ: That'’'s correé:.
14 MR. DUFFY: Right. So -- but you could argue that
15 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 here.

22 MR. DUFFY: Right. Right. If you say there’'s a
23 range -- are you d;ing a range of errors in the matching
24 fund or just a range of matchable ccntributions?

25 MR. STOLTZ: It‘s the same calculation we are
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MR. DUFFY: Right. It was 92 percent matchable,

like an example of ours, right, plus or minus scemething?

MR. STOLTZ: That's correct.

MR. DUFFY: Right. So you could theoretically

adopt the idea that the highest end of the range was

matchable.

That would -- that would advance the cause of

getting more money out to the carndidates, okay, while still

being objectively -- -but that’s a policy determination.

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, ckay? But you’re making that a policy'

decision.

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

want money from you." And we’re saying, "You only have" --

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

get -- absolutely demonstrate we owe you,” and that’'s the

lowest end of the range.

MR. STOLTZ: And it just occurred to me that

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

then later decide that,

because of informaticn that we

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

too much.

The mid-point would seem to be the consistent way
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b to calculace what we overpaid. You may disagree, but --

2 : MR. DUFFY: Well -- but it seems to me that the
3 errors that you’re talking about in your initial calculation
4 are not errors that you’'re talking about ncw. You're
5 talking about separate errors. I mean --
5 MR. STOLTZ: Oh, absoclutely.
5 7 MR. DUFFY: The errors --
i; 8 MR. STOLTZ: They're the same errors.
%; 9 - MR. DUFFY: And what you said when you calculated
EE 10 the first set of errors -- you calculated the first set of
Ei 11 errors based on errors that were obvious on the face of the
§; 12 documents. And these are not, in_ybur view -- and you've
%f 13 explained that in your audit document -- obvicus in the face
gﬁ 14 of the document.. So I don’t agree with that. It makes no
15 sénse.
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 bafore 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 cut, and the contributions
25 cf Kathleen and Craig were reattributed to what appears to
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i be thelr 1¢ children. And when it went out, the names were

2 already typed on the form.
3 MR. DUFFY: I --
4 CHAIRMAN WOLD: Excuse me, Mr. Stoltz. Is that
5 the document we have in the report that's --
& MR. STOLTZ: It’s not one that you have in your
?g 7 report.
8 ) CHATRMAN WOLD: All right.
,j 9 MR. DUFFY¢Y Where is this? What document?
§§ ) 10 MR. STOLTZ: You may not have that one.
= 11 MR. DUFFY: Oh, okay.
12 MR. STOLTZ: It's one of t':he ~-
13 . MR, DUFFY: Ail I can respond on that is that --
14 that there’s -- that I have been told -~ and I think Ms. ™
15 ~ Buchanan testified to it or spoken to it -- why exactly the -
18 process that the committee followed was to send ocut the
17 letter and the form. And you have the letter and your form.
18 I can‘t really comment on thig individual case
19 because I haven’t personally investigated this individual
20 case. But, you khow -~
21 MS. BUCHANAN: If the -- if there’'s --
22 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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MR. DUFFY: Okay. 1It's Sheet B, and it is a --
apparently, it’s a printout that’s been supplied to me by
Mr. Srtoltz. It’'s -- it doesn't seem to be further
identified except, it‘s entitlied, “The review of
contributions from Craig and Kathleen Bryson." And these
contributions are hare,

MS. BUCHANAN: I8 there a copy of the check?

MR. DUFF%: And I think there’s a copy of the --
there's not a copy ©f the check, kut 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 ény'thing to Eontribute_onlit because [
certainly don’'t want to --

MS. BUCHANAN: My attorney is very nervous about
me, as you might notice.

MR. DUFFY: Well, I just want you to speak
accurately, and I don't think you can -- speaking off the
top of your head is not likely to guarantee accuracy.

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

MR. MASON: Can I just -- the igsue that I think
Joe is trying to get is, were this -- was this all done on
paper, or was there phone solicitation. And I would say, in
addition to whatever is there, there’'s an indication in our

survey results where cne of the contributors said this was
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L to be attributed to a seven year old, per phone solicicor's

2 suggestion.
3 M3 . BUCHANAN: Well, the --
4 MR. MASON: So that's the kind of thing that makes
5 one wonder whether somebody was making phone calls to the --
6 MS. BUCHANAN: This is the time when the phone
-, 7 calls were made.
i; 8 MR. MASON: Ms. Buchanan.
%ﬁ 9 - MS. BUCHA?AN: And is that -- if you receive a
; 10 contribution for $2000, obvicusly, we’re just not going to
%ﬁ 11 send a thousand back. We called them up, "Is this a joint -
12 account." And we'd find out, and then we’d £ill out the
12 form appropriately and put it in Ehe computer appropriately.
14 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. And,&ou 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 aggregsive 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 pecple
24 ask me ali the time, and I've very clear about that, as I
25 would have been then. What this one young man or woman may
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b have done at one cime, I cannot add-ess.

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 latters went out automatically. The
5 only time you would get on the phone is if you saw
& automatically that it was over a thousand, and, obviously,
7 you’'re writing a refund, or you’'re going to find out that
;% 8 it’'s okay to reattribute and then send a letter. Was that
ﬁi $ " okay, counsel? )
] 10 MR. DUFFY: 1It‘'s ckay by me as long as it's --
= 11 MR. STOLTZ: One last question if I could. The
§: - 12 contribution that you referred to Qhen beople called and
Ef 13 wanted their monay back -- how was that refunded? Was it
1 14 refunded to the reattributees, or to the original
15 contributoer.
16 MR. DUFFY: It was rafunded to the original
17 contributor, and that was because they suggested in their
18 conversation that they wanted it refunded to the original
13 contributor. And I toock 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 te 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
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1  a refund.
2 . CHAIRMAN WOLD: Mr. Stoltz, is that it fer you?
3 MR. STOLTZ: That’s it for me. -
4 CHAIRMAN WOLD: Ms. Thomas?
5 MS. THOMAS: This question is for Ms. Buchanan.
6 You stated that you identified contributions that appear to
g& 7 or seem like they could be reattributed, and you sent
%ﬁ 8 letters to the contributors asking about that.
g 9 And your letter that’s in the agenda document,
) 10 Attachment 1, page 19 -- and it says, "If your contribution
f 11  can be partially attributed to your spouse or other member
g% 12 of your family, the committee can:sﬁbmitAit for additional
: i3 matching funds.
14 And also, in the commission’s guidelines, this e
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
25 contribution of $X affected on the instrument described
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abcve should be attributed to me. The account contains my

personal funds, and my signagure appears below."

If the commitces followed, 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 1is what initiated this whole thing.

And I just want to give you an example of cne chat
is particularly egregious 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
these contributions were subsequgntiy reattributed to nine
different individuals. .

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.
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MS. BUCHANAN: I have no information as to wny

that woman would have sSigned a letter reattributing all that

money. I have no idea. She’'s not a familiar name to me. I

-

have not discussed it with her, so I have no information tco

add to it,

MS. THOMAS: I just wanted to mention that in the

case of the contributions that were refunded, contributicns

from the Hamiltons -- they were initially two $1000

contributions that were reattributed to six different

individuals that also didn‘t have their names imprinted on

the face of the instruments, cor there was no other

indication that the funds were owned by Ehose individuals to

make the contributions.

I'm just bringing this up because I'm just trying e

to understand what the procedure might have been or how the

contributors were informed of what a proper reattribution

is.

MR. DUFFY: Well, I guess this is the difference

that we are having here, and this is where we seem to be

leaping from one mechanism to another.

If you're going to conduct an investigation of how
Y J

this occcurred and a full audit of how it occurred, then we

be able because -- we will then be, it seems to me, able

to -- required to talk to these individuals and get

additicnal information as to how this occurred.

~ Heritage Reporting Corporation
{202) 628-4888
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We can't respond to each of these mechanisms or
how things didn‘c get done the way we would have Liked them
to get done. We have to sorc _of look at the guestion of
whether or nct we owe this money, okay? My ~-- you know, if
what you’re saying is that you feel that there were .
reattributions here that were done inappropriately or that
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 -- pecple who have the refund did
not contact me directly. Their attorney from Covington and
Burling called me. So this is not -- these are not peéple
who could Se described as. three pébple sitting in a shack
unclear about what they were reading or what they were
reattributing. I mean, these are scphisticated 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 éf 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

Heritage Reporting Corporation
(202) €28-4888
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L "ztupid examples of reattriburisn.

2 I mean, I -- you may have been alerted to it by

3 this, by some of these issues,.and, obvicusly, 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 and that’'s what your jcb is.

9 ) But you’'re,proceeding on a completely differsnt
10 basis now, now proceeding on the basis of I am presenting an
11 objective scientific sample of the population, and in that
12 case, we think that’'s flawed.
13 CHAIRMAE WOLD: Thank yoﬁ. Any further questions?
14 Any commissioners have any follow-up questions? ' s
15 Commissioner Sandstrom?
16 MR. SANDSTRCM: Just a ccuple to the auditors

17 because 1‘'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 I -- 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

Heritage Reporting Corporation
(202) £28-4888
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i . =2tnnigue we used te pay out matching funds, and we alse

2 used the audit process was recommended o us 20 years agc by
3 the then firm of Ernst & Whinney. The commission hired them
4 as consultants to come in and ‘analyze the problem and
5 recommend a particular approach.
& The approach they recommended is a commonly used
7 sampling technique known as dellar unit sampling. A couple
8 of other names too, but that’'s probably the most common.
$  What it does is, it selects contributions from -- or selects
10 sample items -- from the $649,210. Bach dollar is a
11 separate unit in that population.
12 MR. SANDSTRCM or MR. DUFFY; Rather than on.the
13 icem? _
14 MR. STOLTZ: Yeah, and them, truth be known, it
15 doesn’t really work in dollars, it works in pennies because
16 that way no one unit in the population can be contained part
17 within one transaction and part within another.
18 And drawing it that way, the more pennies are
19 accounted for by a given tranaaction, the more likely it is
20 to be selected. What we’ye evaluating is how many pennies
21 in there were not matching, not how many contributions. And
22 that’'s the way it works.
23 MR. SANDSTROM: That's my only question. I just
24 wanted to get that on the record.
25 MR. DUFFY: Well, I join Mr. Sandstrom in not

Heritage Reporting Corporation
(202) 628-4888
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1 . being an expert in statistics. JQur expert with, given zhe
2 information he had is confident that this approach, that the
3 analysis he has done is -- shows that the sample is not
4 random.
5 The -- the benefit that this approach has, in my
6 view, is that it -- it seems to me to comport with logic,
7 which is that -- it seems to me that the amount of -- he‘s
8 . correct that if you just simply take the average
] contributions, it appears that the sample that has been
10 selected by the commission is weighted, that is, it produces
13 a numbey that is in a high range of contributions. .
T 12 - Now pefhaps that was a-gséful-and approﬁ?ia:a-
13 approach recommended by Ernst & Whinney for doing your
14 matching fund analysis, which is where Ernst &-Whinney-first -
15 made this recommendation, if I'm correct.
18 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're asking for money back, okay, from
20 us. And it gseems 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’s teiling me that we were not -- that we
23 didn‘’t have information. 1Is this correct, that we gdon’'t
24 have the information as to how the commission selected the
25 sample?

Heritage Reporting Corporation
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: MS. RIVENS: As ro how the dollar unit sampling

2 mechod works. Ths explanarion that_you gave, it was based
3 on selecting pennies. We didn’'t have that information, N
4 which is part of the reason why our expert was asking for
5 some kind of computer manual or something like that that
& explained how the model worked. l
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 explanaticon. But with ali due respect,
10 it does seem to me nard to suggest that a sample can be
=T 11 random if a significant element in the sample is different.
= 12 I -- and that's just my -- you know, that’s just m& vision
?: 13 as a non-statistician.'-ﬁut I'm cénfident that I can get my
gﬁ - 14 statistical expert to respond to it. |
15 CHAIRMAN WOLD: Thank you. Any other questions?
16 A PARTICIPANT: No.
17 CHAIRMAN WOLD: 1If not, this hearing will be
18 concluded, and the meeting will be adjourned. Thank yocu

1% very much.

20 (Whereupon, at 12:12 p.m., the hearing in the
21 above-entitled matter was adjourned.)

22 /7

23 4/

24 /7

25 //
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REPORTER'S CERTIFICATE

DOCKET NO. : LRA # 512
CASE TITLE: In the Matter of Buchanan for President, Inc.
HEARING DATE: March 1, 2000

LOCATION: Wasnington, DC

. I hereby certify that the proceedings and evidence are
contained fully and dccurately on the tapes and notes
reported by me at the hearing in the above case before the

Federal Elections Commission.

Date: March 1, 2000 it
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c 21
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June Smith

Official Reporter

Heritage Reporting Corporation
Suite 6400
1220 L Street, N. W.

Washingron, D. C. 20005
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Rhenes M. Rivens’
202.429 6435
T Irivens ErEteptea.com

Fobruary 7, 2000

Yia FACSIMILE ~ (202) 219-1043

Kim Leslie Bright, Esq,

Associate General Counsel

Federai Election Commission
. Washington, D.C. 20463

Re: Oral He;ring on Bebaif of Patrick J. Buchanar and the Buchanan for

President Committes, Inc.
(LRA #812)

Dear Ms. Bright:

Patrick J. Buchanan and the Buchanan for President Committes, Inc. {the
“Committee™) are in receipt of your lerrer advising of the rescheduled hearing date regarding the
pending Repaymem Determination.. The Commiriae greatly appreciates your cooperation in
rescheduling the hearing.

in preparation for ths hesring, the statistical expert retained by the Commitres has
identified cemain information and materials that would greatly enhance the Committee's ability
1o make the mest informative oral presentation to the Commission. These materials are among
the itemns that the Committee has unsuccessfully requested in the past.' As these materials are
essential 10 the Committee's development of an accurate and thorough undersranding of the
statistical methods emplioyed by the FEC in arriving at its Repayment Determination, the
Committee renews its request for this information.

Specifically, the Committee requests that the FEC produce the file containing all
sample results, 2 portion of which was provided in the Repayment Determination as Attachment
E, including®

-

' To date, the Commirtee has received a small subset of the materials that form the basis
of the Repayment Determination. The materials produced to the Commities are not adequate to

aid the Cammirtee in its effort to understand the FEC’s statistical analysis.
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Nim Lesite Bright. Esc. )
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Page I

h the database containing the population of 7220 abservations;

)] the database or spreadsheet of samiple results containing 325 obaervations.
corresponding to that discussed in Attachment E, page 4 of 7;

3) the basis for the calculation of the 3.69% margin of error referencad in
Amtachment E, page 2 of 7, and,

4) an explanation for each of the exciusions from the sample of 325 cbservatiors
that are noted in Artachment E at page 4 of 7, similar to what is provided at pages

3.7 of Attachment E.

The Committee requests these data because a number of potontial errors cannot bo
investigated based en the informaton the Committee has obtained regarding the Audit Stafl's

- stafistical analysis.? For example, the Committee cannot discern whether the FEC properiy

considered the variance in the amount of each aileged erroneous reattribution. {t appears from
the current information that the FEC implicitly assumed that cach alleged error resulied in a $250
payment to the Committee, the maximum amount of availabls matching funds. This is clearly
not the case, since every reatmributed conribution did not resull in a $250 match. Indeed, the
Committee’s initial anajysis reflects that at |east 1 5% of the observed “errors™ resulted in
-matching funds of less than $250, suggesting that the $62,116 repayment amount is clearly too
high. The Committee has no way of confirming the presence or magnitude of this bias, however,
bocause the Commirnee does not have the database containing all of the sampie results

The Committee also has questions conceming the method by which the Audit
Staff defined its population and drew a sampic therefrom. The Audit Staff apparently began its
analysis by defining a population of 7220 "matched contributions from all contributors
associated with any reangibution for matching.”™ The Audit StafT then excluded more than half
of this sample because the iterns were “not resntributed contributions.™ The Commitiee does not’

! The FEC has denied the Committee’s requests for additional information on the ground
that certain information prepared by FEC investigators is “protected from disclosure.” See Letter
from Joal 1. Rosssner, Attomey, Federal Election Commission, to John J. Duffy, Counsesl for the
Committee (October 8, 1999) at 1. Although the Commirtee does not concede that there is any
basis for FEC's privilege defense, the materials now being requested are purely empirical in
nature and not the product of any investipative or deliberative process; consequently, they
cannot credibly be “‘protected from disclosure™ under any theory of privilege:

’ Repayment Determination at 2. al

‘Re ¢ Determination, Atachment E at 4 of 7 ATTACHMENZ . -
paymen etetmmauon, machment B atd of 7. Page Tt
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Page 3

cndersiand why contributions that were “not reattnbuted ceniributions”™ were ever included in the
sarnpie. given the FEC's original population definition. Thus, the Commmitter nexds information
regarding the basis of the FEC's calculation of a sampling error rare as wzll as definutiens of
excluded ttema.

The information received by the Communtee thus far has been sufficient lo
conduet an 1nitial analysis that casts doubt on core aspacts of the FEC's analysis: the population
and sample definitions, and the repayment amount derived {rom the FEC''s analysis. As several
courts have abserved, use of sttistical sampling cannot campoart with due process unless the
mcthods employed are “valid and reliable™ and the ag?osing panty has a full “opportunity 10
rebut” a government “determination of overpayment™ The requested informatios is necessiry
to enable the Committee to conduct an analysis of the validity and reliability of the FEC's
statistical methods; without this information. the Committee is effectively deprived of the
“opportunity to rebut” the Repayment Determination. Therefore, the Commitiee respectfully
requests that the FEC produce the file containing all statistical sample resuits including

specificaily, the materials described herein.

R ly submirted,

' T,
fndo 'S

Rhonds M. Rivoas

$ Webb v._Shalals, 49 F. Supp. 2d 1114, 1124 /N.D. Ark. 1999) (citing Rampasen v.
Califernia, 11 F.3d 1467, 1472 (Sth Cir. 1993) and Michj 't of Edue. v. U.S. Dep't of
Educ,, 875 F.2d 1196, 1206 (6th Cir. 1989)).

* Webb, 49 F. Supp.2d at 1123 (citing [l]inois Physicians Union v. Miller, 675 F.2d 151,
156 (7th Cir. 1982)).

R D 1222277322



— ﬂ:wl ::;?E ) p:ﬂ EE% ‘E‘; " u"ﬁ" ,:iiiz. “:El ,—l_E_a

izt i

FEDERAL ELECTION COMMISSION
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February 16, 2000

HAND DELIVERY

Rhonda M. Rivens, Esq.
Steptoe & Johnson
1330 Connecticut Avenue, N.W.

Washington, D.C. 20036-1793 ‘
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 enabie you and your
statistical expert 10 befter prepare for the oral hearing on behalf of your clients, Patrick Buchanan:
and the Buchanan for President Committee, Inc. (the “Committee™), pursuant to 11 CF.R.

§ 9038.2(c)(2)(ii), scheduled for March 1, 2000. Specifically, you requested: -

1) the database comaining the population of 7220 cbservations; 2) the database.
or spreadsheet of sample resuits containing 325 observations, corresponding to
that discussed in [the Notice of Repayment Determination) Attachment E, page 4
of 7; 3) the basis for the calculation of the 3.69% margin of error referenced in
Attachment E, page 2 of 7, and, 4) an expianation for each of the exclusions from
the sampie of 325 observations that are noted in Attachment E at page 4 of 7,
similar to what is provided at pages 5-7 of Attachment E.

Materials responsive to your request are enclosed, including a computer diskette
containing the information requested in item 1.

Sincerely, \

. ;@A]aa /0 ( M&.
Delanie DeWitt Painter
Attorney

Enclosure
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February i 8, 2900

Via FACSIMILE - (202)215-1043

Delanie DeWitt Painter, Esq.
Afqiomey

Federal Election Commission
Washington, D.C. 20463

Re:  Oral Hearing on Behalf of Patrick J. Buchanan and the Buchanan for
President Committee, Inc.
(LRA #512)

Dear Ms. Painter: L

Mr. Duffy and I appreciate your prompf -assistance in the providing materiszls
recently requested by the Committes to enable us to prepare for the oral hunng regardmg the
Repayment Determination.

After reviewing the materials provided to date, however, the statistical expert
retained by the Committee has identified certain information and materials that were previously
requested in the Comminee's February 7, 2000 lenier to Kim Leslie Bright, but were not
provided by the FEC in its February 16, 2000 production. Specifically, the Commirtee does not
have an explanation for each of the exclusions from the sample of 325 observations that are
noted in Attachment E at page 4 of 7, similar to the explanation provided at pages 5-7 of

Attachment E.

The infermation that the Committec has received to date suggests that the sample
utilized by the FEC is biased and not random since there appears to be a significant difference
between the size of the average contribution in the population and in the sample. Information
regarding the method used to exclude observations from the sample may shed light on potential
sample bias. Cuwrrently, however. the Commirtee is unable to discen what method was used to

exclude observations.
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Delante DeWirt Painter, Esq.
Fehruary 18, 2000
Page 2

As nored 1n our previous requests, several courts have observed that the use of —
staustical sampllnz cannot compont with due process unless the methods emploved are “valid
and reliable™’ and the opposing party has a full “opportunity 1o rebut” a governmens
“determination of overpayment. "2 The requested information is necessary to enabie the
Committee to conduct an anaiysis of the validiry and reliability of the FEC's statistical methads;
without this information, the Committee is effectively deprived of the “‘oppertunity to rebut” the
Repayment Determination. Therefors, the Committee respectfully requests that the FEC pravide
an ¢xplanation for each of the exclusions from the sample of 3125 observations.

Respectfuily submitted,

f Do d AT S

Rhondn M. Rivens

-

' Webb v. Shalala, 49 F. Supp. 2d 1114, 1124 (N.D. Ark. 1999) (citing Ratanasen v.
Califormia, 11 F.3d 1467, 1472 (Sth Cir. 1993) and Michigan D duc. v. {1.S. Dep'to
Educ., 875 F.2d 1196, 1206 (6th Cir. 1989)).

? Webb, 49 F. Supp.2d ar ! 123 (citing {llinojs Physicians Uniog v, Miller, 675 F.2d 151,
156 {7th Cir. 1982)).
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Rhonda M Rivens February 25, 2000
Page 2

. Simularly, the spreadsheet for the extended sample of 125 additional items indicates that
three had already been selected in the 1nitial sample of 200 sample 1tems and did not me=t the
criteria for review (blue), 5 would have been an error in a regular submission (tan), and 65 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. Of the three items in the extended sample that had been
previously selected in the initiai sample and did not meet the criteria for review, two were not
reattributed contributions and one would have been an error in the regular marching fund

submisston. -
Sincerely, ’ ,
-, y —_—
Loy (. 1Bk
. Delanie DeWitt Painter
Attorney
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FEDERAL ELECTION COMMISSION
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February 25, 2000

VIA FACSIMILE TRANSMISSION

Rhonda M. Rivens, Esq.
Steptoe & Johnson
1330 Connecticut Avenue, N'W.

Washington, D.C. 20036-1795
Re:  Request for Documents ~ Buchanan for

President Comnmittee, Inc. (LRA #512)
Dear Ms. Rivens:

This is in response to your letter sent by facsimile transmission on Friday evenixig,
February 18, 2000, in which you requested certain documents on behalf of your 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 of the exclusions from the sample of 325 observations that
are noted in Attachment E [of the Notice of Repayment Determination) at page 4 of 7, 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 of 325 observations.”

This Office fully complied with your February 7, 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 of the 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 of the initial sample of 200
items indicates that 14 sample items were excluded from review because they would have been an
error in a regular matching fund submission (items coded tan), and one was an error in a regular
submission (green); therefore, the marchability of these 15 items has already been accounted for
during the initial review of the 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 doliar value of the errors. A separate repayment
amount of $1,634 was determined for the refunded contributions based on the match rate for the
matching fund submissions in which the refunded contributions were included.

ATTACTNT N T
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March 2, 2000

Via FACSIMILE —(202)219-1043

Delanie DeWin Painter, Esq.
Federal Election Commission
Washington, D.C. 20463

Re: Buchanan for President Committee, Inc.
(LRA 7512)

Dear Delanie:

I received your letter authorizing Buchanan for President Committee, Ine. to
obtain an expediied copy of the oral hearing rranscript in preparation for our written submission
10 the FEC. | greatly app:ecmz ynur ptompt assistance.

To aid the FEC in :dnnufymg the additianal documents we nced to respond 10
questions raised by the: Commissioners and Audit Staff during the oral hearing, we have.
consulted further with our expert. From my discussions with you and Kim Leslie Bright
yesterday after the hearing, I understand that there is no “manual”™ or other similar document
describing the operation of the computer program used by the Audit Staff 1o conduct its
statistical analyses, but that there is a2 handbook, manuai or other material that describes the
Dollar Unit Sampling method empleyed by the Audit Staff in this Repayment Determination.
We request that the FEC produce this of any other material describing the Dollar Unit Sampling
method used by the Audit Staff. In addition, we also need any internal instructions or materials
issued to the Audit Staff that provide guidance regarding how to conduct Dailar Unit Sampling
analysis. Finally, we request any documents or materiais prepared by Ernst and Whinney that
recommend use of Dollar Unit Sampling or describe the purpose or poals of the method.

As the Commissioners and Audit Staff raised a number of questions about the
effect of the Dollar Uniz.Sampling method cn our expert’s analysis, the requested material is
essentisl to our ability W0 respond in the most meaningfully passible fashion to these inguiries.
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March 3. 2060

VIA HAND DELIVERY

Rhonda M. Rivens, Esq.
Steptoe & Johnson
1330 Connecticut Avenue, N'W.

‘Washington, D.C. 20036-1795
- Re:  Reguest for Documents - Buchanan for

President Committee, [nc. (LRA #512)
Dear Ms. Rivens: :
This is in response to your letter sent by fatsimile transmission on Thursday evening,
March 2, 2000, in which you requested certain docurnents on behalf of your clients, Patricie
Buchanan and the Buchanan for President Committee, Inc. (the “Committee”). You state:

[ understand that there is no “manual” or other similar document describing the'
operation of the computer program used by the Audit Staff to conduct its
statistical analyses, but that there is a handbook, manual or other thaterial that
describes the Dollar Unit Sampling method employed by the Audit SeafFin this
Repayment Determination. We request that the FEC produce this or any other
material describing the Dollar Unit Sampling method used by the Audit Staff. In
addition, we also need any internal instructions or materials issued to the Audit
Staff that provide guidance regarding how to conduct Dollar Unit Sampling
analysis. Finally, we request any documents or materials prepared by Emst &
Whinney that recommend use of Dollar Unit Sampling or describe the purpose or
goals of the method

While there is no internal handbook or manual describing the computer program or the
dollar unit sampling procedures, we are providing materials that expiain dollar unit sampling.
Specifically, we are providing two reports prepared by Ernst & Whinney in 1979 concerning the
Commission's sampling program, entitled “Report on Study of Selected Sampling Procedure,
Federal Election Commission” (Sept. 1979) and “PPS Sampling [mplementation Guide, Federal
Election Commission” (Sept. 1979). [n addition we are providing an excerpt from John H.
McCray, Dollar Unit Sampling for Auditors (1978), We are also providing an excerpt from
Donald M. Roberts’ book, Statistical Auditing (1978). Finally, we are providing computer code
from the original computer program used for dollar unit sampling of matching fund submissions at

the Commission; the current program is based on this program, but it has been changed over the
years t0 update the program and change the random number generator.
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Rhonda M Ruvens

Page 1

- We are coninuing to examine our files for decuments that are responsive 1o vour request.
and will forward any additional materials {0 vou an Monday, March 6, 2000 Please contact me
at 1202) 6941650 if you have any questicns

Sincerely,
‘—_,.———-——'-_
/ :"/ : o I f
. _). 7y, .. | ‘T -

Delanie DeWin Painter
Attarney

Enclosures (5)
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FIA HAND DELIVERY Mareh 10, 2000

Rhonda M. Rivens, Esq.
Steproe & Johnson
1330 Connecticut Avenue, N.'W.

Washington, D.C. 20036-1795
Re:  Request for Documents — Buchanan for

President Committee, Inc. (LRA #512)
Dear Ms. Rivens:

On March 3, 2000, this Office provided documents in response to your letter dated
March 2, 2000, in wiich you requested certain documents on behalf of your clients, Patrick
Buchanan and the Buchanan for President Comminee, Inc. (the “Committee”™). We informed you
that we were continuing to examine our files for additicnal responsive documents. We have
examined our files further; and are enclosing additional documents.

" Your facsimile transmission dated March 2, 2000 requested:

a handbook, manuai or other material that describes the Doliar Unit Sampling
method employed by the Audit Staff in this Repayment Determination. We
request that the FEC produce this or any other material describing the Dollar Unit
Sampling method used by the Audit Staff. [n addition, we also need any internal
instructions or materials issued to the Audit Staff that provide guidance regarding
how 10 conduct Dollar Unit Sampling analysis. Finally, we request any documents
or materials prepared by Emst & Whinney that recommend use of Dollar Unit
Sampling or describe the purpose or goals of the method.

In addition, in a facsimile transmission dated March 6, 2000, you requested:

that the FEC attempt to locate a specific document, a “PPS Sampling Operations
Manual” Among the materials produced by the FEC this past Friday was the
“PPS Sampling Implementation Guide” prepared by Ernst & Whinney in
September 1979. Page two of the Emst & Whinney document makes reference to
preparation by the FEC of this “PPS Sampling Operations Manual.” ... (P]lease
let us know whether a “PPS Sampling Operations Manuai” or cther similar
document was ever prepared by the FEC. If such a document was prepared,

please produce it.




Rhonda M Runvens
Page 2

[n response 10 these requests. We are providing a document entitled “Procedures for
Reviewing Matching Fund Submission 99 (Sub99)," with several attachments, including a flow
chart of the review process  This document, prepared by Audit staff, describes the procedures
used to draw and review the sampie that is the basis of the repayment detarmination. Surveys
were subsequently sent to contnbutors associatad with the sample items identified as errors
through this process. Please note that this is an unpfficial internal audit staff document that
includes preliminary figures; the correct numbers were previously provided to the Committee in
the Nouce of Repayment Determination and other documents.

The same dollar unit sampling review process that is used 1o 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 providing examples of matching fund submission review
forms, which describe the procedural sieps in the use of dollar unit sampling to review matching
fund submissions. Further, to demonstrate the use of dollar unit sampling to review contributions
for matchability, we are providing a complete package of the documents used in the review of one
of the Committee’s 1996 matching fund submissions (Submission 7).

Finally, we have been unable to locate any document titled “PPS Sampling Operations
Manual.” However, we are providing two related documents prepared by the Commission: a.
copy of the 1979 Guideline for Presentation in Good Order, which was based on the doilar unit
sampling system recommended by Ernst & Whinney, and a copy of the 1988 matching fund
submission review procedures. The 1988 matching fund submission procedures are similar 1o the

1979 procedures, which are no longer available.

We have completed our review of our files and do not plan to provide any additicnal
documents. Please contact me at (202) 694-1650 if you have any questions.

Smcereiy,
Delanie DeWitt Painter
Attomey

Enclosures (6)
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March 6, 2000 £
- - i3
Via FACSIMI = ' =:;:-
Delaniz DeWirt Painter, Esq. E L
- Federal Election Commission = -3
= Washingtan, D.C. 20463 =
i =
= . Re: Post-Hesring Submission -~

) Buchanan for President Committee, Ine. (LRA #512)

Dear Delanie:

, ! received the FEC's response to the request of the Buchanan for President
Commitee, Inc. (“the Committee”) for materials related to the Dotlar Unit Sampling methad
employed by the FEC to conduct statistical analysis. Your efforts to address this request are
appraciated. Alorg with the documents producad to us by the FEC on Friday evenlng. March 3,
2000, you noted that the FEC is “continuing to examine [its] files for documents that are
responsive 10 [the Committee’s] request™ and will forward any materials to us on Monday,

March 6, 2000:

As you are aware, ths Committee’s post-hearing writrens submission is due on
Wednesday, March 8, 2000. Since the FEC has yet to determine whether it has fully complied
with our request for documents, the Commuttee respectfully requests a short extension of time to

file its post-hearing written submission.

The extension is necessary to ailow the FEC 10 produce any additional documents
and to permit the Committee’s statistical experts 1o review those documents as well as the
materials produced by the FEC on Friday evening. [t is of paramount impartance that ous
experts be gbls to carefully review these documents, as they are related to the FEC';s Dollar Unit
Sampling method. Sinee the Audit Staff questioned our expert’s conclusions regarding the
FEC's statistical analysis and asked about the relationship of the Dollar Unit Sampling methed to
our conclusions, the extension will permit us 1o make an informarive respoase to the Audit

H

o

3
i

M

Staff"s inquiriex.
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Delanie De Wit Panter. Esq.
March 6, 2000
Pagel

As we do not know what the scope or nature of the additional document
production will be, we cannot reliably predict how much additional time our experts wouid need
ta review these documents. Accordingly, I suggest that we confer on a new submission deadline
afrer the FEC produces the remaining documenta.

The Commitae also requests that the FEC antempt to locate a specific document,

a “PPS Sampling Operations Manual.” Among the materials produced by the FEC this past
Friday was the “PPS Sampling Implementation Guide™ prepared by Ernst & Whinney in
September 1979. Page two of the Emat & Whinncy document makes reference to preparation by
the FEC of this “PPS Sampling Onerations Manual.” Although [ understand from your Macch 3.
2000 letter to me that “there is nd internal handbook or manual deseribing the computer program
or the dollar unit sampling procedures,” please let us know whether 2 “PPS Sampling Operations
Manual™ or other similar document was ever prepared by the FEC. If such a document was

prepared, please produce it
Thank you foz your cansideration of this request.

) Rhonda M. Rivens

reR~ge-200R 19:72 2024277322
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Maren 7, 2000

Via FACSIMILE - (20 $.1043

Delanie DeWitt Painter, Esq.
Federal Election Commission
Washingtan, D.C. 20463

- Re: Buchanan for President Committee, Inc.~
Repayment Determination (LRA #512)

Dear Delanie:

.

Thank vou for responding to the Buchanan for President Commirtec, [nc."s
request for a brief extension of time in which to liie its written, post-bearing submission. I
understand from our tclephone discussion today that you need a proposal of 1 definite filing date
in order 10 consider the extension request.” Accordingly, the Committee proposes to file its
written submission {ive business days sfter: 1) the Committee receives any additional ,
information the FEC may produce in respanse to the Committee’s March 2, 2000 request for
production of documents; aor 2) the Commiuee is natified in writing that the FEC has no
additional mazerials 10 praduce:

Please give me a call if you have questions about this proposal.

mﬂ/"fa- 4

Rhonda M. Rivens

WASHINGTON PHOENIX LOS ANGELES
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ATTORNEYS AT LAW

Jonn J"Dufty )
202.429.8020
jgutty@stapgion.com

March 17. 2000

Via HAND DELIVERY.

The Honorable Darryl R. Wold
Chairman

Faderal Election Commission
999 E Street. N.W.

Washington, D.C. 20463 p

Re: Buchanan for President, Incorporated (LRA #512)
- Post-hearing Submission

Dear Chairman Woid:

On behalf of Buchamn forPresldenx. lm:orpotam (the “Comm:uee”} we submit
herewith its post-hearing written submission.

This submission is being filed today pursuant to the Committee’s agreement with
the Office of General Counsel that the Committee’s submission would be due five business days

after the FEC confirmed that it had completed its production of documents to the Comminee.
The Committee received the FEC's confirmations on March 10, 2000.

Sim;mly.

Enclosure
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BEFORE THE FEDERAL ELECTION COMMISSION

I the Maiter of

Patrick J. Buchanan and
Buchanan tor President. Inc.

LRA #5712

R . e

POST-HEARING SUBMISSION

A Notice of Repayment Determination was issued by the Audit Division of the
Federal Election Commission to ]Buchanan for President, Inc. (the “Committee™) on July 23,
1999. The Notice sought repayment of 562,116 of the federal m_atching funds paid to the
Comumittee in-conncction‘ with‘a!leggd “improper reattributions” of conuibup’oné-to parties OM
than original contributors.! This Notice ;if hepaymcm' Determination was the subject of an oral
hearing before the Commissioners on March 1, 2000. To respond to questions raised b; the
Commissioners and Audit Staff during the hearing, and to address information the Audit Staff
provided to the Committee after the orai hearing, the Committee files tliis' post-hearing

submission.

! An additional repayment of $1,634 is sought for maiching funds paid in connection with
contributions that were subsequently refunded to two specific contributors.

A.TTACHEE’-'.‘__E e -
Pago__&_ (134 __q-j_..
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1. - The Use of Siatistical Sampling in this Case is [nconsis.tem With Due Process

Courts have made clear that use of the results of statistical sampling methods as
evidence by the federal government does not comport with due process unless the statistical B
sampling methods employed are “valid and reliable,"* and the subject of the audit has had a full
opportunity 1o revi.ew the methods used and the records and information upon which the
determination has been based.” Based upon the information provided to the Conm;ittcc by the
FEC. the vaiidity and reliability of the FEC Auditor’s sampling analysis has not been established
in this case, and the Committee stitl has not received the documents necessary to allow it to
check and rebut the FEC’s statistical analysis. For these reasons. the use of sampling violates the
Committee’s right to due pm and the Repayment Determination cannot stand. |

A. The Validity of the FEC's Statistical Msh Cannot Be Established

As the Commirtee explained during the oral hearing on this matter, the statistical
expert retained by the Committee concluded from his initial review of the FEC's statistical
analysis that the sample used by the FEC appeared to be biased, and therefore, an invalid basis
for reaching conclusions about the error rate in the population of matched contributions as a

whole. The expert arrived at this conclusion based upon an examination of a bias indicator.

specifically, a comparison of the mean contribution amount in the population versus the mean

? Webbr v, Shalals, 49 F. Supp. 2d 1114, 1124 (N.D. Ark. 1999) (citing Ratapasen v,
Californis, 11 F.3d 1467, 1472 (9" Cir. 1993) and Michigan Dep't of Edus. v. U.S. Dep't of
Educ,, 875 F.2d 1196, 1206 (6* Cir. 1989)).

3 Webb, 49 F. Supp. 2d at 1123 (“the use of statistical sampling and extrapolation” is not
fair or proper where the aggrieved party is not given an “opportunity to rebut” the “determination
of overpayment™) (quotmg Illinois Physicians Union v. Miller, 675 F.2d 151, 156 (7® Cir.

1982)).

L. _ P
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conifibut:on amount tn the sample. An unbiased sample would be expected t0 have an a\eraye
coatrtbution amount nearly the same as that in the population. The average contribution amount
ot the population was approximately $90. while that of the sample was approximately 5155. The
sample taken by the Audit Staff. therefore. appeared to be biased or weighted toward larger
contribution amounts.

The Audit Staff asked during the oral hearing whether the fact that the FEC
utilized a particular type of sampling, which it described as the “Dollar Unit Sampling” ("DUS™
method.* affected this conciusion.” As the Audit Staff failed to respond to the Committee's
numerous requests for informalic;ri concemning its sampling method, the Commirtee lacked
sufficient information at the time of the hearing to determine whether the sampling method used
could produce an unbiased sample despite the appem\_n;e.of bias noted initially by the
Committee.® .'

After the hearing the Audit Staff providsd materials prepared by the accounting
firm formerly known as Emst & Whinney that describe in general the sampling method it

recommended for use by the FEC.” According to these documents, Emst & Whinney

* See Notice of Repayment Determination (LRA #512) (July 23, 1999) at 7.
* Oral Hearing Transcript at 67.

¢ See Response to Notice of Repayment Determination (Oct. 12, 1999) at 5 (pointing out
that in response to its request for information about the basis of the Repayment Determination,
the Committee “has received no documentation, such as a handbook or manual, explaining
precisely the "dollar unit sampling’ method™ used here).

” See 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).
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recomnmended that the FEC use a "PPS sampling plan.”® Emst & Whinney described its
recommended plan as “involv[ing] the use of two methods. namely. the DUS method and the

CAV method.™ From these documents. the Committee’s statistical experts. Professor Dennis J.
P

Aigner and Patrick G. Goshtigian. have determined that DUS. if properly 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 ;ample could be
explained as a manifestation of the DUS method.

[f DUS was not correctly impiemented, the sample would be invalid. The Audit
Staff has failed to provide, howev;r, the information that is necessary for the Committes 1o
determine whether DUS was correctly implemented by the Audit Staff in this case. Witﬁout
infbrmation concerning the selection of the sample in this case, the validity and thénfon, -the
legality of the FEC's analysis here remains in question. .

As Professor Aigner and Mr. Goshtigian explain in the attached Joint Staternent
(hereinafter, “1.S.™), proper sample design and execution is critical to the proper implementation
of DUS.'® Specifically, the sample must be designed to assign probability weights to each item
in the population according to the fraction that their dollar value is relative to total dollar value.

The samplie must then be drawn taking into account the probability weight of each item.

! See PPS Sampling Implementation Guide, prepared by Emst & Whinney (Sept. 1979)

at 2.
14, at 5.
'91.S. at 2 (attached hereto as Exhibit A).




The Commutree has sought to obtain information from the Audit Staff that rev eals
whether the sample was properly designed and executed. The Audit Staff has not produced this
informaticn. What the Commitiee has received from the Audit Staff fails into three categories.

First. there ts general information on what sampling methed the FEC should implement. e,

Ernst & Whinney's recommendation. This information tells us nothing about whether the Audit
Staff correctly implemented Emst & Whinney 's recommendation in this case. Second. there is
information on the sampling analysis the FEC conducts in other contexts, i.e., several documents
retated to the initial matching subt’nission review process. Again, this material does not tell us
whether the sample was properiy designed and executed in our case; it simply is not relevant to
what the Audit Staff actually did in this Rgpayment Determination. Finally, the Audit Staff
recently provided an undated document entitled “Procedures for Reviewing Matching Fund
Submission 99 (Sub99)” with three a@henm which it characterized as describing “the
procedures used to draw and review the sample that is the basis of the repayment |

determination.”! However, these materials do not provide information on the critical issues of

sampte design and execution.'

The documents produced by the Audit Staff do not answer the pivotal question of ;

whether DUS was properly implemented here. To demonstrate proper implementation, the

' See Letter from-Delanie Painter, Office of General Counsel, Federal Election
Commission, 1o Rhonda M. Rivens, Counsel for the Buchanan for President, Inc. (March 10,

2000) at 2.

"2 The “Sub99” document only addresses how the Audit Staff labeled sample items as
errors; and the “Sub99” artachments supply no other helpful information about sample design
and execution, namely, whether probability weights were calculated for each item in the
population and whether the sample was then drawn accounting for these weights.

Page b



Communtee needs materials showing that probability weights were calculated for each item in the
population and that the sample was then drawn accounting for these weights." [n the absence of
these materials. the Audit Staff cannot demonstrate, and the Committee does not have a fair
opportunity to rebut." the appropriateness of the Audit Staff's 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 1o justify the Repayment Determination it bas recommended to the
Co.mmission. 3
B. The Audit Staff’s Ervor Estimate is Unreliable and Therefore is Inconsistent

With Due Process

Statistical sampling must be reliable to comport with due process.!’ Even if the
Audit Staff’s analysis was accepted as correct, Professor Aigner and Mr. Gosittigian have
obseﬁed that the analysis is highly imprecise. This imprecision calls into question the reliability
of the results of the analysis.

The Audit Staff estimated a 9.57% error rate and +/- 3.65% margin of ertor at a

95% confidence level.'” As the Committee’s experts explain, this estimate’s margin of error,

'* Specifically, Professor Aigner and Mr. Goshtigian state that we need materials such as
the input data files in addition to the program execution logs (or other evidence that the FEC's
computer programs were run with the proper inputs) and program output files. J.S. at 3.

'4 As discussed above, courts have held that the use of statistica} sampling methods by the
federal government comports with due process only if the subject of an audit has had a full
opportunity to review the methods used and the records and information upon which the
determination has been based: Webb, 49 F. Supp. 2d a2 1123.

' See cases cited Sypry st note 2.
'* Notice of Repayment Determination at 5.

Arracmyryn P
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which 1s one-third the size of the esumate. 15 "quite imprecise by statistical norms.” Due
process requires a more retiable esumate. however, and cannot be satisfied by a margin of error
that is one-third the size of the error rate.

While an acceprable level of precision is a matter of opinion or 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 amount that the Comunitiee must repay to the government.
Particularly 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 of possible estimates. The Audit Staff
states that its desired level of preciSion for the error rate is less than 4 percentage points, which it
obtained with this sample. While a +/- 4% margin of error may be acceptable f?r relatively large
error rates (¢.&, 50%), it creates wide ranges surrounding low estimates such as 10%, or lower.
For example, if the Audit Staff had csti;ﬁa'ted an error rate of 2% with a +/- 4% margin _of error,
the uncertainty is so large as to render the estimate essentially uselas.". |

To increase the precision of the estimate and satisfy the requirements of due process, the
Audit Staff would need to expand the sample as described by Professor Aigner and Mr.
Goshtigian.'® 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 requesting $41,295 as the repayment determination (if there were 31 errors in the

sample) because this is the’ amount that the Commission is reasonably confident does not exceed

1718 at 4.
¥ 14
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the true population value.”” The Internal Revenue Service employs this conservative approach
when using statistical sampling as an audit technique. When the IRS detsrmines an amount 1o be
repaid to the government based on a sample. it uses the lower bound of its of its confidence
iniervai 10 compute the repavment amount.>' The FEC argues that staristical sampling -
guessing — is the best it can do in a situation where individual verification of the repayment
amount is “pragmatically impossible."* However, if the FEC is going to guess about how much
money is owed to the government, the FEC should be conservative.

During the hearing the Audit Staff asked whether it would be more consistent to
seek repayment based on the midpoint of the Audit Staff’s error estimate rather than the lower
bound. since matching funds are paid to commiitees based on the midpoint> Such a policy -
mixes apples and oranges. The purpose for which matcfnng funds are paid is unreiated to the
purpose of repayment determinations. In the payout context, the FEC's purpose is to promote
congressional intent to publicly finance campaigns. Arguments can be made for using either end
of the range of error estimates in the payout context. For example, if the FEC desired to promote
congressional intent to the fullest extent possibie, the FEC could disburse matching funds based

on the lower bound of the error estimate, j.¢,, pay out the greatest possible amount of matching

funds.

ZOLL s -

2! 19, (citing Statistical Sampling Report (Attachment | to IRS Memorandum Re: IRS
Statistical Sampling System) (attached as Exhibit A-3)).

* Notice of Repayment Determination at 7.

 Oral Hearing Transcript at 67-68.
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in the repayvment context. in contrast. the FECs pt-xrpose is completely different
The FEC is taking away money to which a campaign iniually was entitled. Taking away money
Is a corrective measure that requires that the FEC demonstrate error on the part of the campaigr?
As explained above. where the FEC cannot demonstrate error with an acceptable degres 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
or;l “interviews"” of certain contributors who were part of the sample selected by the Audit Stasf.
Since sampling comports with due process only where the subject of the audit has had a full
opportunity to review the methods used and the records and information on which the
determination has been based, the Committee made repeaied requests 1o review any notes or
other information memorializing what took place during these “interviews.” As noted during the
oral hearing, the FEC has refused to the Committee’s requests, in effect preventing the
Committee from reviewing a criticai pillar supporting the Repsyment Determination.?*

The resuit is that aithough the Committee knows that certain “erroneous”™
reattributions were based on these “interviews,” the Committee cannot rebut the FEC’s findings

because the Committee has no knowiedge of what was said in the interviews. Moreover. the

2 Segnote 3, suprs.

*3 The FEC has produced only written survey response forms for the contributors whose
reattributions were deemed “improper.” Seg Letter from Joel Roessner; Attorney, Federal
Election Commission, to John J. Duffy (October 8, 1999) at ! (appended to the Staff’s
Memorandum to the Commission for Meeting of March 1, 2000 (Agenda Document No. 00-23)

as Attachment 3).
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Comminee 1s unable to determine whether the interviews were even conducted properly. The
information the Committee has gleaned thus far about the interviews leads o oniy one
conclusion however — the interviews were naot properly conducted and thus were inconsistent
with due process.

To be statistically valid, survey and interview techniques must be emploved
which are neither improperly suggestive or coercive.?® The Committee has no information
regarding whether the interviewers were properly trained to conduct the interviews in a fashion
that would avoid introducing error or bias into the sample analysis by making improper

suggestions or coercing respondents into giving responses favorable to the FEC.Y” Moteover, the

26 “If questions are unfairly worded 1o suggest answers favorable to the party sponsoring
the survey, the element of trustworthiness in the {survey] would be lacking. The same result
would follow if interviewers asked fair questions in a leading menner. Zippo Mik. Co. v. Rogers
Imports, Inc., 216 F. Supp. 670, 684 (S.D.N.Y. 1963) (citations omitted).

7 A court described the characteristics of a competent, scientificaily and acceptably
conducted survey interview as follows: there was evidence clearly describing “the principles and
procedures by which the surveys were conceived and conducted,” which was important because
“it is well sertled that the weight to be given a survey . . . depends on the procedures by which
the survey was created and conducted.” Zippo, 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 errors and errors arising from other sources, the methods of processing, -
(and] the instructions for the interviewers . . . were also described. Two of the interviewers
testified that they were experienced in interviewing, explained the manner in which the
interviews were conducted, and stated that they did not know the purpose of the surveys [which
prevents interviewers from biasing the survey by improperly suggesting a desired response]. All
of the original responses to the questions as reported by these interviewers were made available.™
Id. at 681-82.

Nore of this occurred in the Committee’s case. While the FEC may argue that the Zigpg
case is applicable here because it deait with use of a consumer survey to demonstrate trademark
confusion, the fact is that the case is relevant because the survey proponent in Zjppg did the same
thing the FEC attempts to do here - it seeks to use survey responses as legal evidence. The court
in ZippQ instructed that if survey data are to be used as evidence; the data must be “trustworthy,”
that is reliable. None of the indicia of reliability described in Zippo are present here, therefore.
the use of survey data by the FEC is inconsistent with due process.

. ?m.LL_:EE ATy
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fact that tne FEC had 1o contact several respondents for purposes of “clarification” 3 uggests that
the survey itsetf was not well-designed. L.e.. not designed 10 reduce the incidence of ambiguity a
both questions and responses.™®

At least two of the 31 “errors™ the Audit Staff enumerated were apparentiy
established soleiy by means of these telephone interviews. No wrinen survey responses were
produced by the FEC for these two reauributions - they simply appcar-as errors in the Audit
Staff's computer print-outs. These items are: Carlita Brown and Rederick Fox. The Commitiee
strongly protests the inclusion of these items as errors because the Commitiee has had absoluisly
no opportunity to rebut these determinations of error. To characterize these items as errors while
depriving the Committee of an cpportunity to review them violates the Committee’s right to due_
process. These items shouid not be counted. |

The written surveys produced by the FEC aiso reveal that the FEC was arb:trary
in counting certain items as errors based on those written 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 aclditioﬁal information that it

supposedly relied upon in counting these items as errors, this additional informarion fails to

2 The guideline for devising survey questions followed by the IRS instructs that
“questions shouid be carefuily constructed in written formr, cven when they will be used in
interviews. . . . Clanity is essential . . . ambiguous questions result in ambiguous answers and
useless data.” LR.S. Manual § 1282.52 (IRM 1232) (July 18, 1990) (avsilable op Westlaw at
IRM 1282). To the Committee’s knowledge, the FEC did not construct written interview
questions; if such questions exist, they were never produced to the Committee, despite its
request for such informatiort. See Letter from Joel J. Roessner 1o John J. Duffy (Oct. 8, 1999) at
1. To the extent that the interviews were not conducted according to written questions prepared
in advance, it is probable that the interview process introduced a bias into the FEC’s analysis.
especially since the interviews were not conducted by trained, impartial interviewers.

Swep
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demonstrate that thesa jtems were “errors.” even accepting the FEC s parameters for what 1t
deemed “proper” reattributions.
Ms. Newton responded in the written survey that she did not understand the

meaning of -reattribution” in the survey.” With no information aside from this. the Commitiee

was initially forced to conclude that Ms. Newton's lack of understanding rendered her unable 1o

provide informed responses to the FEC. Uninformed responses, of course, cannot fairly and
reasonably form the basis of any determination of error. The Committee was recently informed
that the meaning of “reattribution” was expiained to Ms. Newton in a telephone interview and

- s

that because of this explanation and the fact that Ms. Newton also responded “no” 1o the written

survey question of whether her reattributee had the right to withdraw from her bank, sl;e was
P counted as an error.® However, Ms. Newton also indicated on her survey that she didn't recalk
whether her reartributee had given her funds for the contribution. The FEC makes no reference
= to this ambiguity in Ms. Newton's written responses. Consequeutly although the Staff made the
effort to explain the meaning of “reattribution” to her, it appears that no effort was made to
clarify whether she received funds from her reatmmibutee. 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 exciuded as non-responsive rather thun counted as an error.

In another exampie of arbitrariness, the written survey response of Sheila M. |
Thomsen reflected that shé made a mnnb\nxon to her husband, David J. Thomsen, drawn on

¥ Survey Response of Anna Newton, LRA #466 at 2.

3% See Staff's Memorandum to the Commission for Meeting of March 1, 2000 (Agenda
Document No. 00-23) at 7.

-12-
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theit joint account. " The Staff clatms that in a “telephone conract.” it was able to “clarify T that
the reatribution was instead made (o her son, David A. Thomsen.” Yet this is in direct conflict
with evervthing written by Ms. Thomsen in her survey response. on which she crossed out the
pre-printed reference to “David A. Thomsen™ more than once, indicating that it was a
tvpegraphical error. and repeatedly indicated that her reattribution was to her spouse. David J.
Thomsen:. she wrote nothing about a reantribution to a son. There is no evidence of 2
rearttribution to her son other than the Staff"s notation of the “telephone contact.”

In none of the aforementioned instances were notes or transcripts of the telephone

e

interviews made available to the Commitiee. Yet, this information is of particular importance in

situations where, as here, “errors’ were established solely by means of these imerview..& This

P lack of information demonstrates that the Committee has not been given an adequate opportunicy
to rebut the FEC's sampling analysis. Thus. the contributions of Carlita Brown, Roderick Fox,

e Anna Newton and Sheila Thomsen should not be counted as an errots. Accordingly. thé amount

of the Repayment Determination should be reduced to $34,532472

3' Survey Response of Sheila M. Thomsen, LRA #466.

32 See Staff"'s Memorandum to the Commission for Meeting of March 1, 2000 (Agenda
Document No. 00-23) at 7.

3 This amount was calculated by the Committee's expents using a “T factor” of 1.96
(based on 324 observations and a Normal distribution) and the lower bound of the 95%
confidence interval. SeelJ.S.at3,n.2.
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I1. The Repayment Determination is Improper Because the FEC Has [ncorrectiy
Defined “Erroneous” Reattributions

The Audit Division has defined “errors” as reatributions by a contributar to a
person who “did not have the right to withdraw funds from the contributor's bank accounts.”
refusing 10 consider the responses of contributors indicating that the reattributes gave the
contributor the moriey to make the donation.”® This definition contradicts regulations providing
that contributions are maichable if reattributed to persons who owned the contributed funds and
pos§esscd the requisite donative intent.

The FEC appears to conclude that only reattributions thas compty with 11 C.F.R.
§ 9034.2(c)2) are matchable, that is, it simply concluded that lack of equitable ownership of a
bank accouns precluded a proper rent_.tribution. failing to consider the possibility of equitable
ownership of the mmmm_ass_qm The !anguage of the regulations do not suppore
such a requirement. 11 C.F.R. § 110.1(k) provides for reattributions and contains no requirement
that the reattributee share the reattributor’s bank account. Aiso, 11 C.F.R. § 9034.2 and 9034.3
describe matchable and non-matchable contributions and contain no requirement that the
reattributions be made gply between spouses or joint tenants of bank accounts. Section
9034.2(b) requires only that a check be written “on a personal, escrow or trust account
representing or contgining the contributor’s personal funds.” An account, whetheritisa

personal, escrow or trust account, contains a reattributee’s personal funds where, as here, the

3 Ses Memorandum from Robert J. Costa, Assistant Staff Director, Audit Division, FEC,
to Lawrence M. Noble, General Counsel, FEC (July 12, 1999) at 1.
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reatttiputee paid funds into the reanributor’s personal account for the purpose of etfecung 2 joint
contribution or reattribution.”

This transaction is not an unrmatchable contribution in the name of another
because the reattributee’s name is submirted to the FEC in connection with the reattribution. As
explained by the Aucit Division. the FEC's own guidelines provide for acceptance of a. separate
writing as sufficient to comply with the writing required by § 9034 2.

The Committee’s review of survey responses reveals that 9 of the 31 “improper”
reattributors, moge than one-fourth, reported receiving money from reatributees, apparently
contemporaneously with the reattribution decision, (o justify the reantribution.’” Stated
differently, at least one-fourth of “improper” reattributees were the equitable owners of the
reattributed contribution. The FEC states that there is ?‘igsi;ﬁciem evidence to verify” whether

the reattributees in fact gave money to the contributors,”® other, of course, than the statements of

3 As the Committee explained during the oral hearing, under well settled legal principles
such a transaction also creates a trust in which the reattributee has equitable ownership of the
money he or she pays o the reattributor for the purpose of effecting a joint contribution or
reattribution. See 89 C.J.S. Trusts § 2 (1955) at p. 712 (the term “trust” describes the
retationship in which one person holds “an equitable right, title, or interest in property, real or
personal. distinct from the legal ownership thereof.™). Additionslly, such transactions resuit in
matchable reartributions even if the reattributee gave the reattributor cash because the
reattributed contribution is nog submitted to the Committee in the form of cash.

3¢ See Oral Hearing Transcript at 54 (Ms. Thomas: “The commission’s . . . Guidelines
for Presentation in Good Order for matching fund submissions does provide for committees to
seek reattributions of contributions by allowing the committee to present with the contribution a
separate document that identifies the contribution by date— and to attest to the fact that a portion

of it is to be reanributed to some other individual.™)

37 The FEC"s written survey of contributors specificaily asked if the 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 FEC asked this question of contributors in the first place.

*® Notice of Repayment Determination at 9.
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the respondents. which the FEC. for this limited purpese. is prepdred to ignore or deem
unreliable. Ali of the contributors’ cther statements. 2. those that support the Audit Division's
position. receive full credit. While the statements of the contributors may be the only evidence

that reattributees gave money 10 the contributors to justify reattributions. there (s, on the other

. . -] . . .
hand. pg evidence that they did not.”® These items should be counted as proper reauributions.*”

III. Conclusior

The use of statistical sampiing 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 cannoz

% The FEC also assumes that the Committee must bear the burden of proving that each of
the sample items is in fact a proper reattribution in order-to reduce the repayment determination.
Sge Staff's Memorandum to the Commission for Meeting of March 1, 2000 (Agenda Document
No. 00-23) at 6 (“Because the repayment amount is based on a sampling technique, the
Committee may provide sufficient evidence that any or all of the 31 sample items considered to
be errors are related to properly reattributed, matchable contributions in ordes 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 repayment determination;
neither could the Committee find such a requirement. The repayment determination regulations
state only that a candidate may submit “materials demonstrating that no repayment, or a lesser
repzrment, is required.” 11 C.F.R. § 9038.2(cX2Xi). The Committee has done precisely this by
demeanstrating that the Audit Staff”s statistical analysis is unreliable. Contrary to the FEC’s
sugg:stion, the Committee does not bear the burden of collecting “documentation . . such as a
copy of a check or other negotiable instrument made payable to the original contributor at the
time of the reattribution for the amount reattributed” for each purported error. Seg Staff's
Memorandum to the Commission for Meeting of March 1, 2000 (Agenda Document No. 00-23)
at 6-7. The FEC erroneously assumes that the burden on a committee is the same in a repayment
context as it is in an initiak-submission context. The two situations differ. however, because in
the repayment context, a commintee has aiready been given the matching funds, thus repayment
is predicated on the FEC demonsirating error on the committee’s part. A commitiee is not
required to prove a negative, that is, that it hasn’t not done something.

0 Equitable owners of reanributed funds because the reastributee gave money to the
reattributor for the contribution are: Patrick Brown, Calvin Jeffries, Augusta Jones, Michael
McCoy. Joseph Phillips, Michael Shefrin, Patricia Silva, William Watkins, and Ann Zaremba.
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ne rebutted by the Commurtee. Fer this reason. the Commussion should find that no repay ment (s
due.

Alternatively. even if the Commission accepts the Audit’s Staff's 2nalysis. due
process warrants that any repayrnent be computed based on the lower bound of the Audt Staff’s
error estimate. because the estimate is highly unreliable. Accordingly. assuming 31 errors in the
sample. the Repayment Deiermination should be reduced to $41.295.

The Repayment Determination should be further reduced. hcwever, because the
Audit Staff incorrectly determined that there were 31 errors. Four of these “errors” should not be

counted because the FEC’s survey process was arbitrary, unreliable and inconsistent with due

process, teducing the repayment amount to $34,532.47. An additional nine “zrrors” should not ]

be counted because the FEC incorrectly defined “erraneous” reattributions, resulting in a total

. repayment amount for 18 remaining errors (31-4-9 = 18) of $19,849.44.

Respectfully submined,

ok T
John J. Duffy
Rhonda M. Rivens
Steptoe & Johnson, LLP
1330 Connecticut Avenue, N.W.

Washington, D.C. 20036
(202) 429-3006

March 17, 2000
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Exhibut A

BEFORE THE FEDERAL ELECTION COMMISSION

[n the Matter of

Patrick J. Buchanan and

LRA #512
Buchanan for President. Inc. -

R .

Joint Statement of
Professor Dennis J. Aigner and Patrick G. Gaoshtigian

- .

Intreduction

We are Dennis J. Aigner, Professor of Managemerit and Economics, Graduate School oi-“"

Management, University of California - irvine, and Associate Dean for Business Management,
University of California ~ Santa Barbara, and Patrick G. Goshtigian, Vice President, Analysis
Group/ Economics, Los Angeles, California. Our curricufum vitae are attached to this statement
as Exhibits A-1 and A-2. We have been asked by Buchanan for President, Incorporated (the

“Committee”) to review the satistical ansalysis conductad by the Federal Election Commission

(“FEC™) in connection with Repayment Determination LRA #512. We have concluded that the

FEC’s Audit Staff has not peovided the information necessary for the Committee to determine
whether the Audit Staff’s statistical analysis was properly implemented. It is also our opinion
thattheAuditSuﬂ'sm&.uﬁmate. ifacceptedascomct. is too imprecise for the purpose of
making a repayment determination. Our findings are set forth in greater detail below. '
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(. The Audit Seaff Has Failed to Provide the Information that is Necessary for the
Committee to Determine ii the Sample was Properly Selected

[n making the Repayment Detemnination at issue here. the Audit Staff relied on a
statistical sampie of matched reattributions. Based on this sample. the Audit Staff conducted an
audit of the rcattributions.and ultimately conciuded that 31 of 324 were in error. Thev then
esumated the dollar amount of reantributions in error in the popuiation of matched reattributions
by multiplying the error rate (31/324) by the toral doliar amount of contributions, $649.210.52.
This gives a “dollar value projection of the errors” of $62.115.82.

[n general, this method will produce a diased estimate of the dollar amount of

reattributions in error if simple random sampling is used unless all contribution amounts are

equal, which they are not. An indicator of potentiai bias in this instance comes from comparing_

. the sample mean contribution of approximately $155 zq_ihe population mean of approximately

$90. The sample is clearly weighted toward larger contributions.

. Rzcently, the Audit Staff provided us with additional material on sampling and 5 general
description of their sampling method, the “*Dollar Unit Sampling” (“DUS") method.
After reviewing the additional information, we have conciuded that DUS, if properly
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 as a
manifestation of the DUS method. |

However, a propecsample design is critical to proper implementation of DUS,

Specifically, DUS, if used correctly, first assigns probability weights to each item in the
population according to the fraction that their dollar value is relative to total dollar vaiue. The
sample must then be drawn taking into account the probability weight of each item. If the

sample design is not executed properly, then the sample should not be relied upon to draw

22
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. interences about the popuiaiion in the way Audit Staff has done. Although the Audit Statf has
proviced documents and computer programs G the Committes that address in general the
procedures used to draw the sampie. these documents do not demonstrate. and do not allow the
Commintee to confirm. that the sample design was properiy 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 othier evidence that the programs were run
with the proper inputs) and program ousput files.! In the absence of these materials. the question
ren;ains whether DUS was property implemented here.

[1I. The Audit Staff’s Error Estimate is Too Imprecise for the Purpose of Making a
Repayment Determinstion

Even if the Audit Staff's application of DUS were accepted as correct, the estimated

f“ dollar value of reattributions in ezror is too imprecise for its present purpose in cur opinion.

~ From a sample of 324 matched contributions, the Audit Staff determined that 31 of these
contributions were improperly reattributed. The Audit Staff estimated an error rate of 9.57% and
made 2 repayment determination of $62,115.81. The dollar value of sampling error was
calculated as $21,660.17. A 95% confidence interval for the repayment determination was
established as having a lower bound of $40,455.65 and an upper bound of $83,775.99.2

' The Audit Staff provided an Excel spreadsheet containing the population of matched
contributions. This file does not appesr to be the data input file required by the programs
subsequently provided by-the Audit Staff. Additionally, the Audit Staff provided the printed
output from a program that extrapolates the results of the audited sample to the population dollar
value.

? 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 (based on 324 observstions and a
Normal distribution). Thus, the actual dollar margin of error for the estimate is $20,820.89. The
95% confidence interval surrounding the estimate should range from $41,294.92 to $82,936.70.
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Y*henever an estimate of a popuiation value is made from a sample, there will be
uncertainty associated with 1. Here. the Audit Staff has estimated that the population of
contributions contains 362.115.81 in improper reatributions. Given that it is an estimate of the
uriknown 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. While an acceptabie leve! of precision is a manter 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 amount that the Committee must repay to the government. [n the
interest of fairness, one would expéct the necessity of 3 very precise estimate — one that didn’t
produce a large range of possible values. The Audit Staff states that its desired leve] of precision.
for the error rate is less than 4 percentage points, which it obtained with this samf)le. While 8 +/-
4% margin of error may be acceptable t;c;r'relaﬁvely large error rates (g.4,, 50%), it creates wide.-.
ranges surrounding low estimates such as 10%, or lower. For example, if the Audit Smﬁ' hadt
estimated an error rate of 2% with a +/- 4% margin of error, the uncertainty is so large as to
render the estimate essentially useless.

To increase the precision of the estimate, the Audit Staff would need to expand the
sample. An expanded sample would necessarily improve the precision of estimation for the error
rate and hence for the dollar amount of improper reattributions. Alternatively, the Commission
could reques: repayment of the lower bound of the 95% confidence interval. The Commission
would be conservative in requesting $41,295 as the repayment determination (assuming 31 errors
in the sampie). This is the amount that the Commission is reasonabiy confident does not exceed
the true population value. We are familiar with the practices of the Internal Revenue Service and

it employs this conservative approach when using statistical sampling as an audit technique.
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When the IRS determines an amount to be repaid to the government based on a sample. 1t uses

the lower bound of its confidence interval to compute the repayment arnount.’

W

} See ¢.g., Statistical Sampling Report (Attachment 1 to IRS Memorandum Re: IRS
Statistical Sampling System), attached hereto as Exhibit A-3.
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DENNIS J. AIGNER

Present Position: Professor of Management and Economics, Graduate School of
Management, University of California, [rvine

Associate Dean for Business Management, Bren School of
Environmental Science and Management, University of California.

Santa Barbarz
Education:

UCLA 1955-58, Engineering-Mathematics, no degree

UC Berkeiey 1958-63:(1) Agricultural Economics, B.S. (1959); (2)
Statistics, M.A. (1962}, (3) Agricultural Economics, Ph.D. (1963).

Relevant Work Experience:
1960-62, Mathematical Statistician, USDA, Forest Service, Berkeley
1962-66, Assistant Professor of Economics, University of Illinois

1964-66, Director, Computer Lab, College of Business Administration,
: University of llincis -

1966-67, Associate Professor of Economics, University of lllinois

1967-70, Associate Professor of Economics, University of Wisconsin-
Madison

1967-73, Director, Programming and Computation Service, Data and
Computation Center for the Social Sciences, University of
Wisconsin-Madizon

1970-76, Professor of Economics, University of Wisconsin-Madison,

1970, Summes, Visiting Professor of Economics, University of Hawaii

1970-71, Visiting Professar, Center for Operations Research and
Econometrics (CORE), Universite Catholique de Louvain

(Belgium)

1971-76, Chairman, Social Systems Research Institute, University of Wisconsin-
Madison

1976,  Spring, Resident Consultant, The Rand Corporation, Santa Monica, California

1976-88, Professor of Economics, University of Southern California
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1976-79. Co-Director, Modelling Research Group, USC

1978-79, Acting Chairman. Department of Economics, USC

1$79-87, Chairman, Depantment of Economics, USC

1982, Fall. Visiuing Professor, Department of Economics, University of Wasconsm-
Madison
1685, Spnng, Visiting Professor, Depantments of Econometrics, University of

Amsterdam and University of Geneva
1986, Fall, Visiting Professor, Department of Econometrics, University of Sydney
1988-97, Dean, Graduate School of Management, University of California, Irvine

1988-present, Professor of™Management ard Economics, Graduate School of
Management, University of California, {rvine

1997, Fall, Faculty Associate, Harvard Institute for Intemational Developmenz.
Harvard Umversuy

|998-presens  Associate Dean f¢ Business Management, Donald Bren School of
Environmental Science and Management, University of Californis, Sams
Barbara.

Teaching Areas:
Econometrics, Statistics, Microeconomic Theory, Operations Research

Honors:

Fulbright Scholar, Beigium, 1970-71

Fellow, Econometric Society (elected 1972)

H.L Romnes Faculty Fellow, University of Wisconsin, 1976

American Suatistical Asscciation Visiting Lecturer in Statistics, 1980-{983

Fulbright Scholar, [srael, May 1983

Cited in- Whe's Who in Economics (MIT Press) 1982, 1984; (Edward Elgar)
1999: Who's Who in America (Marquis Wha's Who, Ina) 1984~ .

Albert S. Raubenheimer Award for Excellence in Schoiarship,
Teaching and Service, USC, 1985.

Award for Teaching Excellence, Division of Social Sciences and.
Communications, USC, 1986.

Studies in Economerrics in Honor of Dennis J. Aigner, a special issue of the
Journal of Economerrics, 1993. _

Daniel G. Aldrich, Jr. Award for University Service, UCI, 1996.

Bren Fellow, UC Santa Barbara, 1998-
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-Publications:

S00KS. MONOGRAPHS, REPORTS
Principles of Stausucal Decision-Making, Macmitlan, 1968

Basic Economerrics, Prentice-Hall, 1971, Prentice-Hall series in [nternational
Management and series in Mathematical Economics.

Latent Variables in Socioeconomic Models, edited (with A.S. Goldberger), North-
Holland Pubiishing Co., 1977

Modelling and ;’7 orecasting Time-of-Day and Seasonal Electricity Demands, edited {with
A. Lawrence), Journal of Economerrics (Annais 1979-{), North-Hoiland Publishing Co..

. January 1979,

Experimental Design in Economerrics, edited (with C. Morris), Journai of Econometrics
(Annals 1979-2), North-Hoiland Publishing Co., September 1979.

Mbndelling and Analysis of Electricity Demand by Time-of-Day, edited, Report EPRI EA-
1304, Elézcm'c Power Research Institute, Palo Alto. CA, Deeg:ber 1979. o

Electricity Demand and Consumption by Time-of-Use: A Survey (with D. Poirier), Repors
EPRI EA-1294, Electric Power Research Institute, Palo Alto, CA, December 1979

Specification and Estimation of Frontier Production, Profit and Cost Functions, edited
(with P. Schmidt), Journal of Economerrics (Annals 1980-2), North-Holland Publishing

Co., May 1980.

Welfare Econometrics of Peak-Load Pricing for Electricity, edited, Journal of
Economerrics (Annais [984-3), North-Holland Publishing Co.,'September 1984

Topics in Applied Regression and Time Series Analysis, edited, Journal of Econometrics
(Annals {987}, North-Holland Publishing Ca., May 1987.

Causality, edited (with A. Zellner), Journal of Econometrics (Annals 1988), North-

* Holland Publishing Co., September/October: 1983.

Latent Variables Modals, edited (with M. Deistler), Journal of Economarrics (Annals
1989), North-Holland Publishing Co., May 1989

Contributions to Ecorometric Methodology in Honor of T. W, Andarson, edited, Journal
of Economerrics (Annals 1990), North-Holland Publishing Co., Apri/May 1990.
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"An Esumanon Procedure for Range Compositicn Problems.” Journal of the American
Siaustical Associanon, Vol 50 (March i963) pp 308-i9

"Errces of Measurement and Least Squares Esumation in a Simple Recursive Mode! of
Dyramuc Equilibrum.” Ecorometrica, Vol. 34 (April 1966), pp 42432

“An Interpretve Input Routine for Linear Programumung,” Commumcations of the
Associaticn for Compuier Machinery, Vol 10 (January 1967), pp. 23-26

"On the Deterrrunants of Income Equality” (with A.J Heins), American Economic Review,
Vol. LV1I {March 1967), pp. 12-25.

"On the Measurement of Income Equality” (with A.J. Heins), Review of income and
Wealth, Series 13 (March 1967), pp. 12-25.

"A Simple Model of Information and Lending" (with C.M. Sprenkle), Journal of Finance,
Vol. XXI1I {(March 1968), pp. 151-66.

"On Estimating the Industry Production Function” (with.S. Chu), American Economic
Review, Vol. LVIII (September 1968), pp. 826-39.

"A Linear Approximator for the Class Marks of a-Grouped Frequency Distribution with
Esggcial Re‘,f;;:gg; to the Unequal Interval Case,” Technomerrics, Vol. 10 (November
19 )t pp‘ - -

“The Determinants of Member Bank Borrowing: A Critique" (with W.R. Bryan), Journal
of Finance, Vol. XXIII (December 1968), pp. 832-7.

"Problems im Making Inferences from the Coleman Report: Commens,” American
Sociological Review, Vol. 35 (April 1970), pp: 249-52.

"Estimation of Pareto's Law from Grouped Observations® (with A.S. Goidberger),
Journal of the American Stanstical Associasion; Vol. 65 (June 1970), pp. 341-51.

"Cross-Section and Time Series Tests of the Permanent Income Hypothesis® (with J.
Simon), American Economic Review, Vob. LX (June 1970), ppe. 7 i2-23.

"The Estimation of Moments for a Pareto Distribution Subject to Both Sampling and
Grouping Errors," Review of the Internasional Statistical Institute, Vol. 38, No. 2 (1970),
pp. 210-20. -

*A Specification Bias Interpretation of Cross-Section vs. Time Series Parameter
Estimates” (with ). Simon), Western Economic Jowrnal, Vol. 8 (June 1970), pp. 144-61.

"On the Log-Quadratic Law of Production” (with S.F. Chu and M. Frankel), Southern
Economic Journal, Vol. XXX VT (luly 1970), pp. 32-9.

"On the Specification Bias for k-Class Estimators” (with §.F. Chu), Economerric Annual
of the [ndian Economic Journal, Vol. 17 (1970), pp. 671-89.
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"A Model of Short-Run Bank Behavior” 1wath W R Brvan), Quarterly Journal of

Econormics, Vol 83 (February 1971). pp 57-118

"Safety Margins and Profit Mawmizauen in the Theorv of the Firm" (with R.H. Dav and
KE Slrn({)tf). Journal of Political Economy, Val. 79 {(November/Decamber 1971), bp_
1293-15301.

"A Compendium on Estimation of the Autoregressive-Moving Average Model from Time
Senes Data.” /nternanonal Ecoromic Review, Vol. 12 (October 1971), pp. 348-371

"Bounding Constraints in Certain Linear Programming Problems and the Principle of
Safety First," European Economic Review, Vol. 3 (April 1972), pp. 71-81.

"A Note on Verificaticn of Computer Simulation Models,” Management Science: Theory,
Vol. 18 (July 1972), pp. 615-19. i

*An Errors-in-Variables Model in Which Least Squares is Consisteny.” /nternanional
Economic Review, Vol. 14 (February 1973), pp. 256-7.

*Simulation and Aggregation: A Reconsideration” (with S.M. Goldfeld), Review of
Economics and Statistics, Vol. LV (February 1973); pp. 49-60.

“Regression with A Binary Independens Variable Subjecs 10 Errors of Observation,”
Journal of Econometrics, Vol. | (March 1973), pp. 49-60.

"On the Estimation of an Econometric Model of Shorz-Run Bank Behavior,” Jowrnal of
Econometrics, Vol. | (Septembes 1973), pp. 201-208:

"On Optimal Financing of Cyclical Cash Needs” (with C.M. Sprenkie), Journal of
Finance, Vol. 28 (Decembes 1973), pp. 1249-53.

"Estimation and Prediction from Aggregate Data when Aggregates are Measured More
Accurately Than Their Components” (with S.M. Goldfeld), Economerrica, Vol. 42
{January 1974), pp. 113-134.

"Parameter Estimation from Cross-Section Observations on an Elementary Queueing
System,” Operations Research, Vol. 22 (March-April 1974), pp. 422-28.

"An Agmrnm Econometric Framework for Estimating a Labor Supply Function from
the SEQ File,” /nternational Economic Review, Vol. 15 (February 1974), pp. 59-68.

* Asymptotic Minimum-MSE Prediction in the Cobb-Dougilas Modet with a Multiplicative
Disturbpzce Term," Economertrica, Vol. 42 (July 1974), pp. 73748,

"MSE Dominance of Least Squares with Errors of Qbservation,” Journal of.
Economerrics, Vol. 2 (December 1974), pp. 365-72.

“{dentification and Normalization: A Note" (with T. Sawa), Journal of Economerrics,
Vol. 2 (December 1974), pp. 389-92.
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"On the Expianatery Power of Dummy \anabie Ragression” (with A.S Goidberaer ane
G Kalton). [niernational Economic Review. Voi 16 (June 1975), pp 303-10

"On the Estimation of Production Frontiers” (with T Amemiva and D §. Potirier),
/nternanonal Economic Review, Vol 16 (June 1975). pp. 377-96

"{dcntiﬁgatiop and E§:ima:ion of Dynamic Shock-Error Models* (with A. Maravall), in
Latent Variables in Soctoeconomic Modeis, D ). Aigner and A.S. Goldberger (eds.),
North-Holland Publistung Co . 1977, pp. 349.63.

“Statistical Theones of Discrimination in Labor Markets" (with G. Cain), /ndustriai and
Labor Relauons Review, Vol 30 (January 1977), pp. 175-87. (Reprinted in O.
Ashenfelier and K. Hallock (eds.). 7he International Library of Crincal Writings in
Economics: Labor Economics, Edward Elgar Publishing Ltd., 1995.)

"Application of Pre-Test and Stein Estimators to Economic Data* (with G. Judge),
Economerrica, Vol. 45 (July 1977), pp. 1279-88. :

"Formulation and Estimation of Stochastic Frontier Production Functions® (with C.A K.
Loveil and P. Schmidt), Journal of Economerrics, Vol. 6 (July 1977), pp. 21.38.

*Bayesian Analysis of Optimal Sampie Size and a Best Decision Rule for Experiments in -
Directgl.o?d Control,” Journal of Econometrics {Annals 1979-1), Vol. 9 (January 1979),
pp. 209-21, . .

"A Brief Introduction to the Methodology of Optimal Experimental Design,” Jourral of
Econometrics (Annals 1979-2), Vol. 11 (September 1979), pp. 7-26. :

»Sample Design for Electriciy Pricing Experiments: Anticipated Precision for  Time-of-
Dga_}( Pricing ;E;p%r;mem," Journal of Economerrics (Annals 1979.2), Vol. 11 {September
1979), pp. 195-205.

"Correcting for Truncation Bias in the Analysis of Experiments in Time-of-Day Pricing of
Electricity” (with Jerry A. Hausman), The Bell Journal of Economics, Vol. 11 (Spring
1980). pp. 131-42. (Reprinted in E. Suomsdorfer and G. Farkas (eds.), Evaluation
Studies Review Annual, Vol. 5, Sage Publica:ion% Inc., 19800

"{ndustrial and Commercial Demasd for Electricity by Time-of-Day: A California Case
Study® (with C. Chung), The Energy Journal; Vok. 2 (July 1981), pp: 91-110.

"Testing the Joint Billing Effect Hypothesis” (with D. Keane), The Energy Journal, Vol. 3
(July 1982), pp. 113-28. |

"Southern California Edison’s Domestic Time-of-Use Experimem” (with L. Lillard),
Award Papers in Public Utility Economics and Regulation, Institute of Public Utilities,

Michigan State University, 1982, pp. 181-233.

“An Analysis of Commercial and Industrial Response to Time-of-Use Rates” (with J.
Hirschberg), The Energy Journal, Vol. 4 (1983), pp. 103-26.
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"Econcmetric Modelling witk Latent Vanables” (with A, Kapteyn. C. Hsiao. zn
Wansbeek), Hamdbock of Economerrics. Vol 2. edited by Zsi Grliches and..‘jﬁgh‘;f\.e!
Intnligator, North-Holland Publishing Co | 1984, pp 4321.93

"Time-of-Day Electrcity Consumption Response 1o Temperature and the Ownership of
Air Conditicring Appliances” (with L. Lillard), Journal of Business and Fconomic
Staustics, Vol. 2 (Januarv 1984), pp. 40-33.

"Measunng Peak-l.oad Respanse from Experimentai Data” (with L. Lillard), Journal of
Bus:ness and Economic Stausucs, Yoi. 2 (January 1984), pp. 21-39 N

"Conditional Demand Analysis for Estimating Residential End-Use Load Profiles: A
Preliminary Analysis" (with C. Sorooshian and P. Kerwin), The Energy Journal, Vol. §

(July t984), pp. 81-98.

"Estimation of Time-of-Use Pricing Response in the Absence of Experimental Data: An
Application of the Methodology of Data Transferability” (with E. Leamer), Journal of
Economerrics (Annals 1984-3), Vol. 26 (September/October 1984), pp. 205-28.

"The Welfare Econometrics of Peak-Load Pricing for Electricity," Journal of
- Economamrics (Annais 1984-3), \_’ol. 26 (SepwnberlOctober 1984), op. 1-16.

"The Residential Time-of-Use Pricing Experiments: What Have We Learned”” Chapter |
in Social Experimentation, edited by Jerry A Hausman and David Wise, University of

Chicago Press, 1985, pp. 11-48. _

"Commercial/Industrial Customer Response to Time-of-Use Electricity Prices: Some
Experimental Results” (with 1.G. Hirschberg), The Rand Journal of Economucs, Vol. 16
(Autumn 1985), pp. 341-55. .

"On Student Evaluation of Teaching Ability” (with F. Thum), Jexrnal of Economic
Education, Vol. 17 (Fall 1986), pp. 243-66.

"Optimal Experimental Design for Error Components Models® (with P. Balestra),
Economerrica, Vol. 56 (July 1988), pp. 955-71.

"Me and My Shadow: Estimating the Size of the U.S. Underground Economy from Time
Series Data® (with F. Schaeider and D. Ghosh), Chapter 14 in W. Barnete, et al. (eds.),
Dynamic Econometric Modelling, Cambridge University Press, 1988, pp. 297-334.

"On Econometric M;thodology and the Search for Causal Laws®, The Economic Record,
Vol. 64 (Decembes 1988), pp. 323-26.

"Self-Selection in the Residential Electricity Time-of-Use Pricing Experiments” (with K.
Ghali), Journal of Applied Economerrics, Vol. 4 (December 1989), pp. S131-S144.

"Latent Variables®, inJ. Eatwell, et al. (eds.), The New Paigrave: Economerrics,

Macmillan, 1990, pp. 118-122.
7 ATTA ___%_'_—
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"Sampie Design Considerations for Talephone Time-of-Use Pricing Expeniments wi
Application to OCT-Australia” (with D Fiebig). in A. deFontenay.get alp, (eds.), wth &
{elecommumcations Demand Modelling, North-Holland Publishing Co ., 1930, pp. 279-
298, ST

"Expenmental Design for Direct Metering of Residential Electricity End-Uses” (with P.
Schonfeld), Chapter {4 in ] Gabszewacz, 2t al. (eds.). Economic D'eczs:on-x\-iakmg:
Games. Economerrics and Opumization. Elsevier North-Holland, 1990, pp. 303-325

"A Random Coefficient Approach to the Estimation of Residential Eng-Use Load
Profiles” (with D. Fiebig and R. Bantels), Journal of Econometrics, Voi. 50 (December

1691}, pp. 297-327

"Data Pooling and Self-Selection: A Mixed Effects Hierarchical Approach” (with K.
Ghali), Chapter § in W.E. Griffiths, et al. (eds.). Readings in Economerric 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 [srael” (with J. Newman and A. Tishler), Jownal of Applied Econcmetrics, Vol.

9 (1994), pp. 283-304.
"The Response to Residential Time-of-Use Electricity Rates in Israet® (with M. Amit and

A. Tishler), Chapter 35 in D. Berry, ¢t al. (eds.), Bayesian Analysis in Staustics and
Econometrics: Essays in Honor of Arold Zeiingr, John Wiley & Sons, 1996, pp. 409-22.

FORTHCOMING:

“Statistical Sampling and Analysis in Litigation™, to appeaz in D. Slottie (ed.}, The Role of
the Academic Economist in Litigation Support, Elsevier Science Publishers, 1999,

Grant History

NSF "The Computation and Data Library Capabiiities for Research in the
Social Sciences” (with Richard Day), April 1, 1968 t0 March 31,
1970. $232,900.

NSF "An Econometric Investigation of Short-Run Bank Behavior,” February
1, 1970 to luly 31, 1972. $62,500.

NSF "Computation and Data Library Capabilities for Social Science
Research,” January 1, 1971 to December 31, 1972. $110,000.

NSF "Structural Modeiling with Unobserved Variables” (with Arthur S.
Goldberger), September 1, 1973 to August 31, 1976. 3146,000.

NSF "The Role of Linear Hierarchical Models in Applied Econometrics”
(with Yoel Haitovsky), July 1, 1979 to April 30, 1981. §115,951.

3
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NSFE "Developrient of 3 Generic Economernic Mode! for Assessing the
Weltare [mplications of Time-of-Day Pricing for Households." March
i, 1984 (o February 28, 1985 $75.137 Extension to August 31,
[98& 319 454

EPA "Workshop on Capital Markers and Environmental Performance”, September |
1998 to August 31, 1959 $18,020. Extension to August 31, 2000

Conflerences & Presentations (recent)

“Demography and Distrust: The Latino Challenge to Civil'Rights and Immigration Policy
in the 1990s and Beyond,” 3@ Annual Symposium, La Raza Law Journal and
Chicano/Latino Policy Project, UC Berkeley, March 1994 (presented paper).

“Immigration and the American Mosaic,” The Manhattan 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 Departments—A Case Presentation” (with R. Owens), UC
Management Institute, July 1994. o ; -

"Immigration: Past, Present and Future,” Graduate School of Business Administration
and Leadership. Monterrey Institute of Technology (Mexico), February 1995.

"Infcrmation Technology and Its Impact on Higher Education in the Yesar 2000," Taiwan
National University, May 199%. :

“Information Technology and Its Impact on Higher Education in the Year 2000," Hong
Kong Baptist University, May 1995,

“Making Effective Use of Faculty in Developing a Strategic Plan,” AACSB Annual
Meeting, Los Angeles, April 1996 (szssion co-leader).

"Measuring Performance in Higher Education,” UC Management Institute, July 1996.

“The Elusive Notion of Leadership,” Graduate School of Business Administration and
Leadership; Monterrey Institute of Technology (Mexico), March 1997.

“Business and the Environment: Toward a New Relationship,” Graduate School of
Business Administration and Leadership, Monterrey Institute of Technology
(Mexico), May 1999.

“Business and the Environment: Toward a New Relationship,” Central American Institute
of Business Administration (Costa Rica), May 1999

3 ALTACHMENT
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Professiona] Service (recent) !

* Cormuuttee on the National Energy Médei\ing System, Energy Engineering Bcard.
Nanonal Research Council, 1390.92

Amernican Assembly of Collegiate Schools of Business. Business Accreditation Comuruttee,
1993-95 {Accreditation Site Visit Teams' Unuversity of Virginia (Darden),
Washington Unyversity {St Louis)), 1996-97 Nominating Commuttee, 1995-97

Academic Program Review Team, College of Business, Arizona Stare University, 1996

Panel to Study the Research Program of the Economic Research Service, Committes on
National Statistics, National Research Council, 1997-1998.

American Assembly of Collegiate Schools of Business, Accreditation Site Visit Team

T (Chair), Simon Schaol of Business, University of Rochester, 1958,
ﬁ::
= .
b -t Study Co-Director, Orange County Executive Survey, University of Califernia Irvine,
:M'" . 1994-98; Director, 1999-present.
il
& Other Service (receat)

P Workers' Compensation Rate Study Commissic_m‘(Chair). State of California, 1950-92.

e U.S. Service Academy Review Board, 1992.
U Southern California Edison Company, Research Policy Board, 1992.95.

o

- ' Design Team, California Virrual University Initiative, 1997-98. '
Community Service {recent).

Indusinial { eague of Orange County, Board of Directors, 1989-3% (Chair, ILGC Tax
Equity Subcomsmittee, 1992 & 1993.)
- Jr. Achievement of Scuthern California, Board of Governors, 1993-199%:

International Forum for Corporate Directors, Advisory Board, 1993-1998.
Association for Corporate Growth, Advisory Board, 1992-1997"

Board of Trustees, World Affairs Council of Orange County, 1995-present.
Board of Trustees, South Coast Repertory, 1996-1999.

10 uuam%ant__\?____
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Patrick G. Goshtigian

Vice President. Anatysts Group/Economics

601 S. Figuerca. Suite 309; Los Angeles. CA 90017
{213) 896-4541

proshuglan/e ag-1ac.com

WWW.2g-inc.com

Education

M.B.A., The Anderson School at UCLA

B.S.. Economics. Massachusetts Institute of Technology
Chartered Financial Analyst

Professional Experience
March 97 — present Vice President, Analysis Group/Economics, Los Angeles, CA

July95-March 97  Sr. Associate, Analysis Group/Economics, Los Angeles, CA

Dec 92 - July 95 Associate, Analysis Group/Economics, Los Angeles, CA
July 91 —Dec 92 Sr. Research Analyst, Analysis Group/Economics, Los Angeles, CA
June 89 - July 91 Research Anaiyst, Analysis Group/Economics, Los Angeles, CA

Selected Consuiting Assignments
cegtisrical Analvs

Mr. Goshugian has applied sophisticated econometric techniques in numercus cases. In addicion

he has sigmficant expenence in sampie design and implementation.

Q Fortune 500 Shipping Company: Led the tesm that sampled and snalyzed thousands of
invoices to estimate the total freight costs charged to a particular customer.

Q Los Angeles County Deparoment of Health: Using sampling and databare analysis. evaluated
timeliness of medi-cal psyments during various time periodx

Q  Southern California Gax Company: Constructed statistical modet to evaluate the i unpu:t of
commercial demand side management programs.

Proguct Liabili
Mr. Coshtigian has combined statistical techniques with cash flow modeling to construct
corm.>r=hensive models of potential damages resulting from product liability.

Q  Fortune 500 Chemical Manufacturer: Developed a financial model of potential liability
incorporating disease incidence and prevalence rates given various settiement alternatives and

continued litigation.
ATTACHMEL p
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Patnek G. Coshngian Page 2

J  Asbesios Manwaciurer Developed stansucal model to forecast conunued claims against a
company given information concerting the current claim experience,

Q2 Internatioral Chemical Manufacturer: Deveioped financial model of potential liability at a
target company to advise the board of directors of acquirer.

Enterrainment

Mr, Goshtigian has significant experience applying economic and financiai concepts in the'
entertainment industry.

Q MGM/DANJAQ v. Sony Corp.. er. al.: Evaluated performance of MGM [PO given Sony
announcemant regarding James Bond film production. Conducted valuation of the James

Bond franchise.

‘Q  Garry Shandling v. Brad Grey, et. al.: Calculated vaiue of several tslevision production deais.
Evaluated the economics of the television syndication market,

Securiti
Mr. Goshtigian has evaiuated and critiqued damage claims in numerous securities litigation c.ues

"urider SEC Rule 10b-S. Through event study analyses, he has assessed the mwmhty of
allegations of fraud and re-constructed appropnate value lines,

Q Meris Laboratories Securities Litigarion: Evaluated 10b-5 claims involving failed acquisition
and alleged accounting improprieties. Applied loss causation principles and won case through
summary judgement.

Q AHI Healthcare Securities Litigation: Evaluated 10b-5 and Section 11 damzge claims.
Applied principie of loss causation to assess effects of failed acquisition on stock price.

Q TriTeal Securities Litiganion: For a software manufacrurer, applied loss causation principles 1o
Section 11 damage claims.

Q  Software Toolworks Securities Litigation: Evaluated damages presented by the SEC for select
members of the board of directors based on alleged improper revenue recognition .

Q Newport Pharmaceunicals Securities Litigation: Evaluated 10b-5 damage claim fora
pbarmaceutical company that failed in late stage drug trials.

Q Xidex/Anacomp Insider Trading: Performed event studies to evaluate the statistical
significance of stock price movements for both the target and acquirer in a merges.

Iny Suitabili I Rish lysi
Mr. Goshtigian has assessed the suitability of a variety of complex financial insruments and
consulted extensively on the evaluation of investment risk.

g P :
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Patnck G. Gnsnugian. Page 3

Califormia State Auditor: Examined all charactenisucs of Orange County's multi-biiljon dellar
nvestment portfoiio. Assessed the ex-anze nskiness of the portfoiio and the suitability of
various compiex financial instruments given the funds’ objecrives.

Hawailan Insurance Commissioner: Evaluated-a failed derivative investment strategy used in
the large fixed income portfolio of an insurance company. Determined the viabilitv of the
strategy and the effectiveness of its implementauon by examining the dramatic increase in the
portfolic’s nsk profile over nms.

Cinye Colleges of Chicago v Westcap Securities: Assessed suitability of morigage secuniues
investments for the colleges’ operating fund. Evaluated performance and calculated damages.

Ward v. Herrington: Evaluated suitability and calcuiated damages of invesunents made by a
broker for a high net worth couple.

-Valuation
Mr. Goshtigian has applied a widé range of valuation methods in a variety of industries.

3

Q

Local Telephone Company: Consmructed an extensive financial model of cash flows associated
with the local phone service market to evaiuvate the impact of new competition.

Agricultural Company: Developed an intricate casb flow model to value an agriculturat
concern under different operating scenanes and determine the safety of a lender’s coilateral.
Utility Project: Evaluated and critiqued investment bank valuation of a utility project. Assess
project viabiliry. ' .

Major Commercial Bani: In the context of determining the fair acquisition price for several
savings and loan branches by a bank, consulted regarding valuation and the estimation of core
deposit levels,

Savings and Loan: Applied option pricing theory to value the collsteral of non-recourse loans
to determine if the loans were fairly priced.

Life Insurance Company: Applied option pricing theory and tradirional comparable analysis to
value mortgage bonds purchzsed by the company.

Casino: Quantified loss of value due to breach of merger contract

Internet Start-up: Developed pro-forma valuation model of 8 pianned inteynet company that
was denied funding by a venture capital firm. (co-authored expert report with R. Sherwin)

ontrast Disnutes apd Commerical Litigation

Mr. Goshtigian has extensive experience constructing “but for” models to evaluate damages

arising from contract disputes and commercial litigation.

o

3

ACQ Holdings v. Dynamic Circuits, inc.: Analyzed potentisl merger synergies and performed
valuation of a high tech company.

Lapine Technology v. Kyocera. Inc.: Analvzed the profitability and viability of a computer
peripheral manufacturer and the likelihood of conducting an initial public offering.

ATTACHMENT _ E
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R&al Esrate and Environmeantal : z

Mr. Goshtigian has extensive expenence applying sophusiicated valuation technigues to real estale,

3 For several engagements, Mr. Gasntigian has assessed aﬁegcd damages incurred through the —
presence of asbestos and other environmental hazards in commercial properties. o

A Commercial Bank: Evaluated and critiqued opposing =xpert’s damage model based ana
valuation ot a large real estate development project.

Other Consulting

Q  State of Wisconsin Investment Board: Provide monthly and quarterly analysis of general
performance charactenstics of several portfolios.

@ First Interstate Bancorp: Deveigped an inncvative method to evaiuate mutual fund

Q _Regional Stock Exchange: Working closely with an academic affiliste, consulted with the .
Mofmmgucmmmmwwwmmm -

Analysis Greap/Ecencmics Issus Briefs-

“Using Statistical Sampling to Manage Litigation Costs™
“Evaluating the Suitability of Collateralized Mortgage Obligations™

W___—q-——
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EXhitig A-3

[Radacted to protect
taxpayer privacy)

INTERMAL REVENUE SERVICE

T0:

FROM: Janes C. Eng, CAS IRS Los Angeles
Bt

k ©  SUBJECT: -IRS Statistical Sampling System, VER3ION 3.0
= (IRS 85353 Ver 3.0).

The IRS $5S V3.0 wae designed for use by IRS perscnnel in the
parformance of their duties during an exasmination in which
statistical saspling is being used as an audit technique. The

- cystem contains prograns shich 2id in the development of their
statistical sampling applications.

The syastem consiste of programs to generate randomw number
tets in sorted and unsorted sequenced and can exlude specific
random nusmber ranges, and to apprailse the audit results of
the statistical sapple. Random number seeds can bte
seli-generated or provided by the user. An exaaple of the
. random nusberw report geserated for the audit of the Repairs,
Line 14 sample is attached. e

;ff L] i'!:j! ji‘ » ﬁ:‘ﬁ I:.:.E {r:-'.;i n ﬂ"ﬁ" E;ha

]

- - ‘Appraisal methods available included in the sampling system -
are mnean, difference, combined ratio, and combired regresaion
nethods. Separate ratic and regresaion computations can also
be abtained on a specific request bacis. The system is
designad to automaticsllv eelant the optisum (Fost pracinel
ectimgror. AVwever, this can be overiaaeA T tne "user wishas
td see information concarning arother estimator. Variable
sampling was used in our appllication. i

The variable sampling option is used to creste data files
containing the reported sasple data and the findings froms ocur
examination. The system will evaluate (sppraise) the findings
iaput and provide & number of reports regarding the findings.
Anong the options available during the appraisal process ig 2
sanple size detersination to show the sample eises that would
be required 12 & finer precision (sasller sampling error) is
desired (for & cout/audit tise benefit analysis).

I have attached copies of the sumsary reports produced by the
IRS S38 Ver 1.0 including random nusber sats, appraisal
results, estimator comparisons, computed precisions and cvs,
and sanmple size determination table for increased precision.

Pleaga call ne if you have any questions regarding cur
tatistical sampling.
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(esantizued pagae 7 of 29
Attachments:
1. Statistical Sampling Repore.
2. Statistical Appraisal Report - Susmary of Populaticn and
Sample Information.
X Statistical Appraisal Report - Summary of REatimators.
4 * * " ~ Samnple Size Detearmine To
« 7 laprove Precizion (Diff estimator is typical for all
esatizators). .
. 5. Saaple Liating. -
6. SCE Repairs Line 14 - Proposed Adj For LVIL 882.
T. Random Sasple Selection (V3.0).
8.

DR Transactions Randomly Jelected -of Line 14 chairi_.
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FEDERAL ELECTION COMMISSION

WASHINCTON D C 2tdud

October 22, 1997

To:

Through:

From:

Subject:  Buchanan for President, Ing. —-Referral bised on Review of lemm&
Contributions Submitted for Mmhmg

Background

During the Dollsr Unit Ssmple (DUS) review of contributions! of Buchanan fos
President, Inc. (the Committes), the Andis Staff noted a significane numbee of items whicls
were resitributions of ail or & poction of & contribution to anothee individuak Some of.
these resttributions were to apperent non-related parties and other non-spousel family
members, The reattributions were often made to more than ons individusk. In the Audis
staff’s opinion, the Committes’s carrespondence with the contributors did not fully
disclose the definition of an scceptable restivibution and the ownezship/cogtrol of funds
(see Attachmens ). Tha Committes sppears to have pursued the restiributions for the:
purpose of acquiring additional matching funds.

Genenally, MWWme’M
Wmmmmmmmwm
regarding the reattributed fimds:

! The Audit Staff expects to inchuda in the Exit Conference Memorandum findings for Receipt of
Excesaive Currency, Itemization of Contributions, and Omission of Disclosure Information for

Contributions.
‘mﬂ
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"(3xxx.xx) of the above mentioned contribution represents my
personal funds and my personal contibution to Buchanan For
President, and that [ mainrain equitable ownership of the
account.”

The 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 noa-spousal family members;
specifically, donative intent and ownership/conwol of funds. For example, a cashier’s
check for $8,000 was reattributed to cight members of the same family. All cight
reattributed contributions were submitted for $250 in matching funds. In another case, an
individual made 35 contributions totaling $9,325; $1,300 was refunded (31,125 to the
contributor and $175 directly to the U.S. Treasury) and $7,225 was reattributed to nine
different individuals. The Committee submitted matching fund requests totaling $3,125
for the original coptributor and the nine reattributees. Even if the reattributions were:
acceptabie, the amount submitted was $625 mexmofthcmmmnﬂomuo '

contributors at $250 each = §2,500).

Identification of Population

Due to the situations noted above, the Audit staff perfortned additional testing of
reattributed contributions to determine the extent of the problem. Using muitiple audit
steps, the Audit staff identified ail contributors who were invoived with resitridwations.
All contributions recorded in the Cornmittee’s data base for thess individusls were
compared to the Matching Fund submissions to determine which contributions the
Committee submitted for matching. This comparison identified 7,278 contributions
totaling $910,508 which were submitted fog $650,961 in matching funds..

In an effort to quantify the doiisr value of the contributions which may have beens
improperly matched, the Audit staff used DUS sampling procedures to selecs 325 sample
items from this populatios. Of the sample items selected, 132 contributions werss
reattributed to other individuals and were reviewed further by Audit staff. Nineteen (19)
of these reattributed items cither were or would bave been errors in the originah:
submissions and were not reviewed further. The remaining 113 sampie items were ther
reviewed to determine acceptability of the reattribution. The Audit staff identified 48
unacceptable reattributions which were classified as follows:

No. of Errors Description
2 Reattribution of a business check (not a corporation) - unable to

verify ownership of funds.

‘ﬂlﬂot_d__
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The following errors were unacceptable reattributions to individuals not named as
an account holder on the face of the wrirten instrument:

22 . Reattribution to an individual with a different sumame.

24 Reattribution to an individual with 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 projectad dollar value of
the errors in the populaticn would be $97,238 (+ $26,064).

The problem is further amplified whet the reattribution of the nineteen (19) items
noted above (that were not included in the sample review because they either were or
would have been errors int the original submissions) were examined. The number of
nmcepublemmbuuonsmwm Munngmmmeofwmmda

sampling error of £ 4.5%..

Documentation

anlly,theAMﬂStaﬂpuiormednlOﬂ%mewofthecouﬂibuﬁm
reattributions and matching fund submissions of the original contritastors® associated with
the 48 errors noted above. Also included in this 100% review, wers five other relevang
individuals whose contributions and reatrributions were illustrative of the problem.
Complete histories were prepared for 50 contributors which detailed all contributions,
reattributions and amounts submitted for matching (Exhibits 1 - 50). Reaitributions were
identified as acceptabie or unaceeptable and contributions submitted for matching were
identified as matchable or non-matchable. Thess individuals accounted for coniributions
totaling $106,417, of which $55,005 was improperly reattributed to others. The
Committee submitted $33,045 of these unacceptable reattritntions for matching (see
Attachment 2).

Recommendations. -
Given that the above described activities/transactions raise serious questions of
non-compliance under 11 CFR §110.1 (i) and (k) and possibly 2 U.S.C. §441(f) we fecl =

referral to your office is warranted at this time. In addition, the stated impect on the
Matching Fund program znd resulting repayment raises questions under 11 CFR §9034.3

b Forty-five (45) contributors, including one contributor with 2 unacceptabie resttributions and one

contributor with: 3 unacceptable reanributions,
‘Q‘
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{g) and (i). Consideration must be giver 10 developing the evidence for thisby use of a
cenfirmation procedure targeted at the appropriate population.

Further, given that the repayment aspect of thisquestion could be presented in the
audit report, we feel that agreement should be reachad with your office as to our approack
as soon as poscible, and certainty before any presentation to the Commissioners. We
expect to conduct the end of fieidwork coaference in the near future,

The Audit statY 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. ! — Committee Form Letter Sent to Contributors Regarding
‘ Reattribution of Contribution
Attachment No. 2 — Summary of Contributor Histories for Referral to OGC

Exhibits Nos. 1 - 50

ATTACHMENT
mge_ oz..4
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FECERAL ELECT'ON CoMNISSION

May 13, 2000
MEMORANDUM
TO: Lawrence Ngble

General Counsel

=

THROUGH: James A. Pehrion Q ~
Staff Director -

. =
FROM: RobertJ. Coste - ﬂ. N
Assistant Staff Director .-

Audit Division <3

Rick Halter £2- }.ifrsem
Dep. Asst.Staﬁ'Duector .

Wanda J. Thomas
Audit Manager’

Lead Audi
Gary Hache -

SUBJECT: Buchanan for President, Inc. - Analymofkapomwdwc-mmmons
chaymmnammmandOrﬂng(LRA#ﬂz)

The Audit staff has reviewed the Commiitee’s response, dated October 12, 199%
to the Notice of Repsyment determination, the Mexch |, 2000 Oral Hearing transcript and:
related materials provided and submits this analysis of the contentions and conclusions
presented by the Committee’s Counsel and statistical experts.

Sampliag vs. 100% Review

In its October 12, 1999 response to the Commission’s Repayment Determination,
the Committee objected to the Audit staff's use of sampling to review the contributions at
issue. The Committee stated, “The meve fact that the records are voluminous and that a
review thereof would be time consuming for the Department does not, in our view; justify
the use of the sampling method.™ At the oral hearing, Mr. Duffy argued that “Although
there are 7,220 contributions. ..the FEC has been able in its sample 1o quickly eliminate:

HOi$1tn 59"
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' Response to Notice of Repayment Determination and Request for Oral Hearing; hfﬁﬂhm B“t ﬁ’
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$¥-percentulthose. So, pasically the univense that they have o survey s somewhere
around 1.000 tems. . That ;sn't w hat [ would dascnbe as a number that 5 50 burdensome
ind onerous as to jusnty sampling.”™” Mr. Duity does not understand the magnitude of
such an undertaking. For a 100% review. the Audit staff would have to perform the
‘ollowing audit steps:

1) The onginal documentation {check copy) for each matched contribution
would have to be retnieved for raview. (Subrmssxons L-7 were paper copy;’
submissions 8 and above were submitted on a CD);

b} Each matched contmbution would have to be checked against matching fuad
records 1o determine if the onginai conmbunon wag reattributed to another
prior to submission for matching;

¢) If the matched contribution was a reattribution, the reattribution form wouid

, . have to be retrieved for review;

d) A matching fund history for each contributor identified in step ¢ would have

to be obtained for review;

¢) The workpaper files for the submission in which the contribution wag
submitted for matching would have 10 be reviewed to determine if the
matched contribution was a sampie item; - _

f) If the matched contribution was not a santple item, thc matched contribution

= would be reviewed to determine if it would have been an error ir an original
= g) The reattribution documentation would have to be reviewed to determine if

the reattribution was valid according to our established criteria. —
h) Anymnsnlhngﬁomthnpmwonldmmhmﬁnbevenﬁedbya .

mail survey.

The Sampling Process.

First, the Committes’s experts concede that a properly executed DUS sample
could produce a relisble result and that in 4 DUS sampie comparing the mezn values of
the sample and the population, and finding them different, is not indicative of a biased
sample. As they sy, it is & manifestation of the DUS method. It is noted that the fact thas
this was a DUS sampls was not new to the Committee. At the hearing Mr. Duffy’s
assistant answered in tha afffrmative when asked if their expert knew that he was
considering s DUS sample: Apparently there was a miscommunication between the
Committee and its expert before the hearing. It is still not poasible to know what
information has been passed to the experty and how that information hag been filtered.

Mr. Duffy concludes that the validity of the FEC’s statistical analysis cannot be
established because the Audit staff has not produced information which reveals whether
the sample was properly designed or executed. To demonstrate proper implementatior,
Counsel states that “the Committee needs materials showing that probability weights

* Transcript of the March 1. 2000 Oral Hearing; pp.6-7. Attachment __ R
2 Page__ A of _]




were calculated for each 1zem n the pepulation and that the sample was drawn accounting
‘or these weights.”

The Commuttee's experts, Messts. Aigner and Goshtigian, correctly point out that
a properly executed DUS sample must apply probatiiity weights to each population item,
They contend that information has not been provided that establishes that the population
items have been properly weignted. The Committee is mistaken. To begin with, the -
expert's imtial conciusion that the sample was hiased was based on the fact that the mean
value of the sample was §155, while the mean value of the population was only $90.
This difference is due preciszly to the weighting that the Committee now states is not
demonstrated. The larger dollar values were more likely to have been selected because of
the weignting. The Committee demonstrated the weighting in its presentation at the oral
hearing. As the Committee states in the response each population item must be weighted
{n proportion o its share of the population vaiue. Hence the generic name of the
sampling technique, Probability inProportion to Size (PPS). That means that the larger
the share of the population a particular ransaction represents the more likely it is to be

3

&
3

HLE, o

i

HE
i selected in the sample®. This “weighting” is accomplished very simply in the Audit
= Division software. The dollar value of the population is converted to penmies. That is
. accomplished by simply multiplying the population value by 100. The sample is then
o selected from the number of pennies ift the population.. Following this technique, the
: more pennies that a specific transaction-accounts for, the more likely it is to be selected or
:}& the more “weight” it is assigned. Each transaction’s probability of being selected is

determined by the number of pennies that it accounts for compared to the total number of
pennies in the entire population. This procedure can be determined from the computer
tode that was provided to the Committee: Thus, unless the Committee does not believe
that the program listing provided is the one in use, the weighting question has been deait
with.

Messrs. Aigner and Goslitigian stated that materials such as input dats files,
program execution files, and program output files are also needed to demonstrate that the:
sampie design was properiy executed. This information was provided to the Committes
in the form of an Excel spreadsheiet containing the sample populations The actual data
input file required by the program is a file saved in 91032 formass whick; unless the .
Committes had access to 31032, would have been of littleuse to the thene. The fileisa
subset or saved file in the Matching Funds Database: As for program output, this.
information was also given to the Committee in the form of an Excel spreadsheet:
containing the sample items. The sample evalustion results were copied from 31032 and
pasted to a Word document which was given to the Committee: Messtx Aigner and

i

! Although this weighting is necessary for the DUS metiod, it can lead t0 erroncous resuit in soms
cases. For exampie, a population of many smail transaction with a few very large items could
fead to faisa conclusion because the few large items would account fos most of the sample items.
[n such a situation the population is best divided into a sample set and 2 100% review set, ot into
multipie sarmple sets. The computer software in use in the Audit Division has the ability to select
out very large transactions into a 100% review set. In the matching fund situation, this is nots

oblemn since the largest amount is $250.
i} Attachment ___ R
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Joshugian acknowledge rece;ving the printout of the sample evaluation (i ther jonnt
statgment: the Audit Saff provided the printed cutput from a program that extrapolates
the results of the audited sample to the population doliay vaiue.’

Although not discussed in the text of the Commuttee’s response, the second
footnote in Messrs. Aigner and Goshtigian’s statement mentions the use of an ertoneous
“T factor”. That conclusion is apparently based on a table found in the Emst and
Whinney study (PPS Sampiling Implementation Guide, 1979, page 52) which
recommends a T-factor of 1.96 for 30 or more degrees of freedom. In this case degrees of
freedom can be equated to the number of difierences observed in the sample. The factor
of 1.96 is the multiplier that reiates to a 95% reliability if a normal distnibution is
assumed. That is, in a normal distribution, if one moves 1.96 standard deviations to
either side of the mean, 95% of the area under the bell curve that defines the iteins will be
= actounted for. The DUS tmodel that the Audit Division software is based on uses the
Student’s T distribution, not the fiormal distribution. Unlike the normal distribution, the
) Student’s T distribution produces larger factors when smailer numbers of differences are
observed. However, as the number of observed differences increases the two
distributions approximate one apother. The table concludes that the two are .
approximately the same at 3C observed differences. However the sample evaluation
- ' soﬁwmduermmtherfumumngformulnhmhmmmm&wmmdMa
slightly more conservative approacir. As is pointed out in Messrs. Aigner and
Goshtigian’s statement, using the facmﬁvmthenbhmgwmnmepmmonnfthe
= estimate is somewhat better than noted in the documents.

The Committee also contends that the use of a precision of the estimatz of +/- 4%
1S too imprecise ta base a repayment on, or the repayment should ba based only on the
lower end of the range. The Committee goes on to explain thst although precision of the
estimate is a matter of policy, using 4% if, for example, the error rate were 2% would
render the estimate useiess. In the 2%/4% example the range of the estimate would be
between something greatey than 0% and 6%; greater than 0% since there would some:
errors in the sample so the population could not be completely devoid of error. But the
same is true if the erroe were 1% and the precision 2%, or the error.5% and the precision
1%. To follow the logie of the response, the lower the error rata in a population, the
larger the sample needs to be; that is, the less likety the occurrence of 2 msterial error, the
more time that should be spent proving that fact. Thst logic is counterintuitive. For this
very reasom, precision is set by policy. The Commission decidad that it could live withe
the precision that is used in the matching fund process. Interestingly, the precision of the
sample results in the IRS application submitted as pazt of the responss is neariy 5.8%.

To fully understand the question of precision of the sample estimates used in the
matching fund process, some history is necessary and a cleax understanding of how the
sample at issue fits into the matching fund process. When the sample procedure used in
the matching fund process was instituted, the precision of the estimates needed to be:
established. The consultants from Emst and Whinney felt that 5% would be sufficient.
That recommendation was a balance between reasonable accuracy and reasonable sample

Attachment R
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sizes. These decisions are by necessity a compromise. Although that degree of possible
vanation was considered significant, 1t was known that each candidare would make
multiple matching fund requesis and that most would be svaluatad via sampie.

Therefore, the sample procedure would be repeated a number of times for each candidate.
Since it is equally likely that any given matching fund payment will contain an
understatement as it (s that it will contain overstatement, it is very likely that over a
campaign's matchung fund hisiory, both overstatements and understatements will gceur,
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 cach sample. There
was no way to determine mathematically how much better, but it was a near certainty that
it would be better than 5%. I[n subsequent years, the matching fund process changed and
each candidate now makes fewer submissions. When that cccurred, the Staff determined
that it would be appropriate to specify a mote stringent precision in recognition of fewer
repetitions of the sampling process, and the precision specified was reduced t0 4%. Asis
explained below, the sampie analysis at issue is nothing more than another repetition in
the overall matching fund sampling procesa.

The Committee alsa argues that at most the repayment should be based on the
lower end of the sample exror range *while acknowledging that payouts are based on the
mid-point of the sample range and that the Commission is free ts make the policy
determination on how the payouts will be made. The Committes states:

During the hearing the Audit Staff asked whether it would be mere-
consistent to seek repayment based on the midpoint of ihe Audit Staff’s
error estimate rather than the lower bound, since matching fimds are paid
tc committees based on the midpoint (foomote omitted}. Suck a policy
mixes apples and oranges. The purpose for which matching funds are paid
is unreiated to the purpose of repsyment determinations. In the payocut-
context, the FEC"s purpose is to promote congressional intent to publicly
finance campaigns. Arguments can be made for using either end of the
range of error estimates in the payout context. For example, if the FEC
desired to promots congressional intent to the fullest extent possible, the:
FEC could disburse matching fimds based on the lower bound; i.e,, payous
the greatest possible amount of matching funds.

¢ [n its responss, the Committen subenits two sheets that are represensed 10 be i [RS saple
determinstion. In that cese, an adjustoent $50,639.343.56 0 & population which totaled.
$141,018.809.38 iz proposed,. with s precision of $8,145,446.23 os nearly 5.8%. Ths estimats is
made using a stratified random sample of itema in the populstion using & Combined Regression
estimator. The reliability of the estimsse is 95% ons sided. That is, they were 95% certzin that
the misstaternent was at least $30,639,343.56 (point estimats of $38,784,790.04 loss the precision.
of $8,145.446.23), Since the analyyis is one-sided, it makes 0o commnent sbout how largs the:
misstaternent could be. The sammle siza appears to have been 150 at most. No explanation of the
purpose of the sample or the policy decisions that went into the determination to use the lower end
of the range is given. In general terms, the Audit Division's analysis in the Buchanan case is more

ngeros Attachment R
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(n fne repalmene contaxt. 11 CONMTAsL the FEC s purpose s completely
ifferent. The FEC 15 tuking away money 1o which a campaign imtially
was entitled. Taking away monsy s 3 correctve measure that requires
that rhe FEC demonstrate £Tor on the pan of the campatgn. As explained
above, where the FEC cannot demonstrate error with an acceptable degree
of precision and reliability, use of the jower bound of the error estimate is
warranted.

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 (11 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 vaneties of apples and varieties of red apples at that.  The Committee 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 CFR
§9038.2 (b)X1) Payments in excess of entitiement), it is to recepture funds to which the
Commitiee was never entitied. Had the information now available been available at the
time of the initial review of the matching fund submissions, the sample error rates in the
affected submissions would have been higher and the reduction to the amount requested,
] based on the midpoint of the sampie error range, would have been greater. The current
= analysis is simply an extension of that process, and in Order to approximnate the results of
the regular submission process, the estimate is based on the midpoint of the errozr range.

Secand, as part of the overzil sample analysis of matching funds requested and
paid to the Committes, the current analysis is inciuded in the sample repetition that
assures that the total amount paid to Committee is understated or oversiated by iess than
4%. Therefore, although any given calculation of non-matchable amounts, inciuding the
one at issue, could be overstated or undarstated by as much as 4%, the total paid 1o the
Committee is overstated or understaied by a lesser percentage.

The Survey Process and Ideatiffcation of Sample Errors

Mr. Duffy conciudes that the survey process was unfajr snd unrelisbie. Therefore
at least 2 of the 31 errors (Carlita Brown and Frederick Fox) which he stateg, were
established solety by means of telephone surveys should not be cownsted as errora. The
Audit staff is not persuaded by the Counsel's argument. Mr. Duffy also stated that two
other errors for which a written response was received (Anna Newton and Sheila
Thomsen) should not be counted as ervors, These errors have alresdy been addressed in
your Agends Document No. 00-23, Oral Hearing - Buchanan for President, Inc. (LRA
#512), dated February 22, 2000. However, additional clarification is necessary with
respect to the David A Thomsen sample exception. The Committes stated “There is no
evidence of a reattribution to her son other than the Staff’s notation of the ‘telephone
contact’.” The Committee is mistaken. Evidence exists in the form of additional
documentation included with the Committee’s submission for matching funds. The
documentation consists of a statement signed by David A. Thomsen, (Occupation,

ttachment R
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student) that $¢.000 ot'the contnbunion tidenudied as a S 1,090, check =1 {48 received
from Sheila Thomsen) represents 1S personal funds and that he mainiains equitable
ownership of the account. The statement is also signed by Sheila M. Thomsen. The
survey results indicats that the amount should have beer reaitributed to Sheila Thomsen's
spouse, David J. Thomsen. A follow-up telepnone call to Sheila Thomsen clarified that —
the reattribution in guestion was to her son David 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 reatiribution is an error.

Finally, :he Commuttee states that 9 errors should not be counted as such because

thie Audit staff has 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 of ownership of the funds used to make reattributions was dealt with
in the Notice of Repayment Determination, dated July 23, 1999,

Commission’s

' In the oral hearing thers was some discussion about the Commission’s Guideline
o for Presentation in Good Ordes (Guideline) possibly being more lenient than the

= regulations with regard to matching reattributed contributions.’ There is nothing in ther
Guideline that specifically states or indicates a rule for attributions or reattributions.
Rather, the Guideline at Chapter V, “Standsrd Exceptiorn Codes for Review of
Submissions”, addresses exceptions to the matchability requirements found ag 11 CFR
§9034.2. Problems with reattributed contributions submitted for matching would be
addressed in the Guideiine’s Exception Codes D, G-2 and G-3. Exception Code D,
Signature Discrepancies On Personal Accounts discusses signature discrepancies when
the written instrurnent is signed by someone other than the account holder or signed by an
individual not identified as an account holder or not signed by the individuat to whom the
contribution has been atiributed. Exception Codes G-2 and G-3 discuss problems with
written instruments which do not support the coatribution for which a matching amount
is requested or cannot be associsted with the listed contributor. Appendices 17 — 19 and
21 provide examples of the additional documentation tequired to establish the
matchability of these contributions. In each case, in either the description of the
exception code or in the relsted appendix, there is an indication that the listed contributor
is an account holder of the account on which the written instrument is deawn,

This comports with the regulations at 11 CFR §9034.2(c)1) which speaks to
checks drawn on joint checking accounts.

[f you have any questions, please contact Gary Hache or Wanda Thomnas.

* Transcript of March 1, 2000 Gral Hearing, p. 52. AttaChment 1
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Occupation_ oS, Neas Employer____

Concerung the coritrisuuon of $1300 G0, creck #1148 deposited wtito Buchanan For
President on 1196, I verify that

50 00 of the above mentioned contnibution regrasents my perscnal funds and my personal
contribution to Buchanan For Prasident. and that [ maintain equitable ownership of the
account.

~ -~ P e} .
Signature g‘é.’.J, IAS C\{"VMLL P Date C;»—é_-..fqg

a

Sheda M. Thomsen

Occupation H-mg_;“.t._g "j- Employer :Miﬂéﬂ i ﬂﬁ
I,

€1000.00 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 account.

Signarure_-__ () ? _&gﬂ‘&
David Arthur Thomsen

If the above statement is not true, please s note.

Batch/Seq 15883-03

D“’-‘"}-«--«.L’.—'iﬂ—-
’ .
L -

X1

JUN 091396
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Cancemuny the zontnibutwn of $100 G0 znezi =1 020, d2oosuted iato Buznaran For

President on 2 16 96, [ veniy that

S0.00 ¢l the above mentioned contnibunion reprasents my personal funds and my personal
contributien to Buchanan For Presidant. and that | maintain equitable ownership of the
account.

SM W) ANS e pae 249

Sheiia M. Thomsen

Empiover -

Occupation

115

Signature

“Davnd Thom
oaup.-,uonM_ Employ er_z_j;

[£ the abov e statement is NOt (rue. piease SO note.

Baich Seq [4299-30
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Tt TT o TmET rEs wus ID: 2802 218 1947 . pacE

QUESTIONNAIRE
J.D. Brown - {LRA #8132

The artached documents reviewed by the Federai (Hection Commissing indicate
that you made the following contrilutions to Buchanan for President, Inc, (the
“Committee™) during the 1996 presidertial primary election campeign, and thatall ora -
portion of these contributions were restiribined o the individual Tisted helow:

Date Amount
o [0320N3 $100.00
e 06/02/95 $25.00 —
L : 06/30/93 $10000_
= (0872495 $25.00
i Toen198 3100.00
{oonsms $200.00 |
020396 $100.00
02/209& $10000
- [03239¢ $200.00
% ﬂ! !m . $100.00
: 042996 —__1$100.00

Pleass suswer the quasticng by checking the approprists bess:
I. | made the contritwtions lissed shove, .

%_m

I your snswer is no, plesse list your contributions below by date and smoune. .

e = -

pey

2 Thea contridutions were made by checks drawn on 29 escrow of (Rl Socuune,

YES_|NO
]

..... -
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3 | reatiributed the following amount of my cantri : ) .
my bt # iyt .
individuai on the following dste: ributiass ‘0 the failowing

Narme Amount Dare_ -V
LPatoick Brown $100.00 35/1296 “/ e Mo ]

{f any of the above information is incotrect, please nte cotrections

4, Please provide the current mailing address for Patrick Brown,

26270 . .

Patrick Brown bad thw right o withdraw funds from sny of your bank accounts.

Did?wic_k&m;inmmmmmhﬂamﬁuimumﬁm@
H . - ]
25 Marcw 1999

To ANVSER THE ABOVE QUESTION = 1 wAD ROTIFIEDF . BY THE
COMMITTIE.OF THE LIMIT AND THE $100.00 coRTRIBUTION WAS
cREDITED TO PATRICK BRrOww. 1 BELISVED HE HAD SUPPORTED .

HE REIMBURSED ME FOR THE $100.00

THE CAMPAIGH IN THE PAST AND
-wiCH [ THOUGNT WAS THE SINPLEST wAY OF CLEARING TH1S uP.
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FEOERAL ELECTION COMMISSION . v . \1
, ¥ / N
NASRINCTON. O C 2046} \/ Lt i \
i{‘ \ng/ \ Y

Kathleen Jeffries
157 Gillete Street
Ranchester, WY 82839

;\
RE: LRA#512

Dear Ms. Jeffries: | Ll

On July 9, 1998, the Federal Election Commission ( the “Commistion™) sentyou the. N\
concerning certain contributions-made by you to Buchanan for President, Ine., the authorized: : Q
committes of Patrick J. Buchsnan, a candidsts for the Republican nominstion for President in '
1996. The Commission requested that you anywer the questionnaire and return it to s within 10
days of receipt. . -
Although more thuer 10 dsys have pessed since you should hxve received our letter, we

N
\
have received no response from you. Plesse complets your questionnaire and return it to us no

later than August 3, 1998 in the enclosed seif-addressed stemped envelops: If you did not s

receive our original letter or have misplaced the questionnaire, you msy uss ths enclosed copy.
If you have siready mailed us your questionnsirs, thank you for your assistancs.

Please contact me or Delbert K. Rigsby st (202) 654-1650 or at the Commiission’s toil :
free numbey, 1-800-424-9530, if you have any questions.. , \
‘ 1

Attachment____ T

Thank you for yous cooperatinn and assistance:

; P 3 of__a_g__\ _
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QUESTIONNAIRE
Kathleen JefTries - LRA 4466

DJocurents reviewed by the Federai Elaction Commissioa indicate that you made
the foilowing contribunions to Buchanan for President, [ne. (the “Commirtee™) during the -
1996 presidential primary election campaign, and that all or a portion of these Jl/'
contributions were rearributed 1o the individuals listed bejow,

Date Amount
09/05/95 $100
11/06/95 $500
05/13/96 51,000
09/17/96 $600

1.
| ummknm&mmmwmwm
LW Conmgleo Cpyn pr—
d - A
2 ware tnada by checks drawa on sn sscrow oe trust account. v@f

3. xmﬁmmo{mmnmﬁo X lM

individusia on the following datess ' ‘ﬁ»)/
1

Nane AmOunk m | Yes- /, |Ne IA‘_ w

| Willard Jefities | 31,000 v/ "
[CalvinTJeffties | 300 _ 1011196 V_

If any of the above information i3 incorrect, pleass nots correction.

Attachment T~ _
Page__ 4  of_2
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-List any other individual to whom you rearributsd any porunon of 20y contributior and
the amount and daze of the reatnbuncn.

Name
Address
Reatmbution Date

Amount Rearributed

. YES_|NO

"

DadWMIeﬁammmmymmhhmhmmw
: reattribution? )

-

5. pxmmmmmma:mxm

Calvm!eﬁmhdbdﬁtnwnﬂuwfmﬁﬁmmdmwmm

-

Did Calvin Jaeffiies give you sny monsy to make the contribution o¢ resttribution?”

- o

Attachment T
- Page__ 5 of _20
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‘99

§ 33 PA

iR | Owen A. Jones - LRA 4512

The attached documents reviewed by the Federat Election Commission indicate
that you made the following contributions t¢ Buchanan for President, [nc. (the
“Committee™} during the 1996 presidential prifnary election campaign, and that all or a
portion of these contributions were reattributed to the individual listed below.

Date Amount -
03/10/95 §1,000
07/27/95 $1,000

Please answer the questions by checking the appropriate box:

1. [ made the contributions listed above.

YES NO
v

If your answee is o, pleass list your contributions below by date Ind amoun:

2 The contributions wers made by checks drawn on an eacraw of trust sceount.

YES |NO E
3. I reattributed the following amount of my contributions to the foilowing
individual on the following date:

Namer Aot Dater Yes No
Augusta Jones $250 09/12193 P
if any of the shove information is incorrect, pleass nots corrections.

Attachment _ T~
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4.

Please provide the current maiiing address for Augusta Jones.

/2¢ Cheslevbielqd S 5.0

A ke s S G
: rA

Augusta Jones had the right to withdraw funds from any of your bank accounts.

YES

NO

[

Did Augusta Jones give you any money to make the contribution or reattribution?

[YES

NC)

v

Attachment __ T

Page__ T of 80



.,r.

g

L
o

B

m ﬂ"ﬁ" E‘E‘

SRR DR

QUESTIONNAIRE
Dennis McCoy - LRA #466

Documents reviewed by the Federal Election Commission indjcate 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.

Dats Amount
02/09/26 $200
03/29/96 $200
05/09/96 $200

Please answer the questions by checking the appropriate box:

k. 1 made the contributions listed abave.

YES . {NO
X -

It‘yomanswuisno,pleuelﬁtyomconﬂibmimbelowhyd&emdamom

2. The contributions were made by checks drawn on an escrow or trust account.

YES |NO

I E . "\ /

3. I reattributed the following amounts of my contributions to the following
individual on the following date:

Name Amount Date Yes No

Michael McCoy $200 06/26/9 Y

If any of the above information is incorrect, please note corrections.

Attachment ____ T -
‘Page__8 of__20




Eist any other individual to whom you reattributed any portion of any coneibution and
the ammcunt and data of the reatribution.

Name
Address
Reattribution Date
Amoun: Reattributed

4, Please provide the current mailing address for Michael McCoy.

Michael McCoy had the right to withdraw funds from any of your bank accounts.

. [YES | NO
X,
Did Michael McCoy give you any money to make the contribution os
reatribution?- — )
‘ YES | NO '
X

Attachment ___T__
. Page__Q of _20
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QUESTIONNAIRE
Kimberly S. Harbaugh - LRA #512

The artached documents reviewed by tha Federal Election Commission indicate
that you made the following contribution to Buchanan for President, [nc. (the
“Committee’) during the 1996 presidential primary slecticn campaign, and that all ot a
portion of this contribution was reatwributed to the individual listed below.

Date Amount -
02728/96 $1,000

Please answer the questions by checking the appropriate box:

s 1, 1 made the contribution listed above.
= Iy -1 YES NO
PR "

If your answer is no, please list your contributions below by date and amount.

2. The contribution was made by a check dravwn cn an escrow og trust account,

YES | NO
= 1
3. { reattributed the following amount of my coatribution to the followizng individual
on the following date:
Name Amount Date Yes No
Joseph Phillips $250 0472796 4
If any of the sbove infarmation is incorrect, plesse note correctioas:

Attachment ____T" ,
Page _ 10 of __ 20
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Please provide the current mailing address for Joseph Phillips.

Cwme Fled.col Conre. D-,,;

Loy sz n  CITSY.

Joseph Phillips had the right to withdraw funds from any of your bank accounts.

YES [NO
X
Did Joseph Phillips give you any money to make the contribution or
reatiribution?
YES | NO
. -

Attachment 1"
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QUESTIONNAIRE -
David K Shefrin - LRA #8512
The atiached documents reviewed by the F;dm! Flection Cammission indicaie =
thad you made the following contributions w Buchanun for President, 1nc. (the
“Commiti:”™) during the | 996 presidential primury claction campaign. urxl that all ura
pogtion ol these contributions were reauributed to the individual listed helow.
Dae Amoumns
11/01/95 3350 -
sl 02127196 $1.700
f_? Pleass answer ihe questicas by checking the sporoprists box:
;L LR | inade the contributions listed above.
= YES {NO
& i1’ your answez is au, plcase list your contributions below by date and amuouns.
i _”
2. The contributions were mads by chocks drewn ca an @scrow ur Lruss aceusune.
YIS [NO _
3 | mﬂmbﬂeﬂh following smount of my comributions 10 the futluwing
individuul on the mmm-
Nume Amousd Dassr Yo No | {
Michacl Sholrin $1.000 03/24/98 , 1
It my ol the above information is incorroet, please note currections.

Attachment __ T
Page 1A of _20
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Please provide the current ailing address for Michaz! Shefrin.

PO ’/U D A Earmas..

FovFL W D 7 D I
Michael Shefrin had the right to withdraw funds from any of your bank actuunts.

YES INO
rd
Did Michael Shefrin give you any money %o make the coptribution ot
reattribution? _
rd

Attachment ___1T_
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Patricia Cordova - LRA #512

QUESTIONNAIRE

swle G, = .

The attached documents reviewed by the Federal Election Commission indicate

that you made the foliowing contribution to Buchanan for President, Inc. (the
“Commirtee™) during the 1996 presidential primary election campaign, and that all or a
portion of this contribution was reattributed to the individual listed below:

Date

Amount

05/08/95

$1,000.00

Please answer the quastions by checking the appropriate box:

I.  Imade the contribution listed above.

———————

YES |NO | ) .

Ifyomm;wetisno.pleas list your contributions below by dste and amount.

$250°° - 5-4-95

2.  The contribution was made by a check drawn on an escTow or trist account.

3. [ reattritanted the following amount

Attachment ____ T

YES

'YES | NO

' Page___ 14 of

of my coctribution to the following individusl

on the following dates :
Nune Amount Date Yes No |
| Patricia Siive 25000 | 0372895 .
If any of the sbove information is incorrect, pleass note corrections,

-T'm not sure exacthly w,h
Lor here. -= My twio sisters|

and Shavron. Jaley) , my mother,

and T each

T wrote the Check —&r

at you are lookt,
[ RAcEy T
(PATRIC A& Sl

| ut 26672 n for +he
contribution o PeT Ruchonan tor Peesid T

oM My Glcoun

o
ake 1T easier (T TheuaNT! ), ~TRtuas EOnd‘
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4, Piease provide the current mailing address for Patricia Silva.

A/ 5 Ay pit X L

fwmf vt

Patricia Silva had the right to withdraw Runds from any of your bank accounts.

YES |NO
L~

o—

Did Patricia Silva give you any money to make the contribution or reattribution?

YES | NO -
I//'

Attachment _ T~
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QUESTIONNAIRE

(A
Jos
S '.')7 0‘7
Documents reviewed by the Federal Election Commission indicate that you made
the following conwibutions to Buchanan for President, Inc. (the “Commiitee™) during the
1996 presidential primary election canipaign, and that all or a portion of these
contributions were reattributed to the individuals listed below.

Barhara L. Watkins - LRA #466

Date Amount
06/15/95 $1,000
08/21/95 $25
04/22/96 $100
06/11/56 $100
07/16/96 3160

| 09723/56 $100

Please answer the questions by checking the appropriste box:

e ———

YES |NO

LX

If your answer is no, please list your contributions below by date and amount.

1. I made the contributions listed above. - |

p.R The contributions were made by checks drawn on an escrow or trust account.

YES _|NO |
X

3. [ reattributed the following amounts of my contributions to the following
individuals on the foilowing dates:

Name Amount Date Yes No
Patrick Watkins $250 07/07/9% X

William Watkins $250 07/07/95

David Watkins $250 08/08/95 ¥

Attachment ___ T
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Upp 18 3 28 mle@e provide the current mailing address for William Watkins.

//ﬁé_,gh<EWQp17

e AEA ool Kok

o3/

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?

t

y

YES | NO

P

"YES | NO
X

+

Attachment ____ T
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QUESTIONNAIRE
Fraok Siclari - LRA #466 o dumiyg

Documents reviewed by the Federal Election Commission indicate that you made
the following conmibutions to Buchanan for President, Inc. (the “Committee™) during the
1996 presidential primary election campaign, and that all or a portion of these
contributions wers reattnbuted to the individuals listed below.

Date Amount —

04/17/95 $50 -

06/19/95 $50 )

08/04/95 $50

09/20/95 375

10/17/95 $25

11/22/98 $100

12/13/95 $25

12/19/95 $50

12/29/95 $50 B

01/22/96 ' $50 ’ -
02/16/96 5100 .
| 03/09/96 5}10_0

03727196 $75

04/24/96 350

05101/96 $50

06/07/96 $50

08/05/96 $50

Please answer the questions by checking the appropriate box:
1. 1 made the contributions listed above.

o

[YEs_[%o

If your answer is no, plesse list youz contributions below by dste and amount.

Attachment ___ T
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2 The contributicns were made by checks drawn on an escrow or tust account.

YES INO
3. [ reattributed the folloewing amounts of r;1y contributions to the following
individuals on the following dates:
Name Amount Date Yes No
Ann Zaremba $50 07/04/96 "
Mary Anne Messina | 330 07/14/96 J

If any of the above information is incorrect, pleass note corrections.

List any other individual to whom you reattributed any portion of any contribution and
the amount and date of the resttribution.

Name
Address
Reattribution Datae
Amount Reattributed

Ann Zaremba had the right to withdraw funds fror any of your bank accounts.

YES |{|NO
o

Did Ann Zarembae give you any money to make the contribution or reattribution?

[YES
3 0

5. Please provids the current mailing address for Mary Anne Messins.

1D TWoHRLY RV E.
T Ay Joi ok

Attachment
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Mary Anne Messina had the right to withdraw funds from any of your bank
accounts.

YES | NO
‘/_
Did Mary Anne Messina give you any money to make the contribution or
reattribution?
YES ANO —
L/r

Attachment ___ T .
Page__20 of _20
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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, lac. (the “Committee™ during the
1996 presidential primary election campaign, and that ail or a portion of these
contributions were reattributed to the individuals listed below.

lemt@equuﬁombycheéﬁqgtbaapmpﬁaﬁbox:

L.

Date Amount
03/07/95 5296
05/24/95 $50
06/21/95 $150
06/21/95 $100
07/14/95 $100
09/05/95 $296
11/24/95 $300
05/23/96 $100

il —

YES |{NO
X A

If your answer is no, please list your contributions below by date and amount.

| I made the contributions listed above.

» ] vy
e
2

rhg e b, LCAE 7A ¢ 4{3
7 ;- y - - —
N cO1Frs o= S gA A{MA‘_M )

The contributions were made by checks drawn on an escrow or truss sccount.
YES [NO

Att&‘ChMent
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3, \@)}Ae following amount: of my contributions to the foilowing
individuals on the following dates:

Name Amgcunt Date Yes | No
James Newton $300 12/29/55 ik | e
Andrew Newton | S100 07/03/96 N & =

If any of the above information is incorrect, please note corrections.

List any other individual to whom you reattributed any porticn of any contribution and
the amount and date of the reaitribution.

. Name
. Reattribution Date
Amount Reattributed

= 4, Please provide the current mailing address for James Newton.

‘;2'1 AL AN ED SHIE
MHMYEBL S Fz.. 33205

James Newton had the right to withdraw funds from any of your bank accounts.

YES |{NO
25

Did James Newton give you any money to make the contribution or resttribution?

5. Please provide the current mailing address for Andrew Newtons.

i/ﬂ% 5&‘4_’&{5& BLVD.
~—7 £ -] I~ "33?07

Andrew Newton had the right to withdraw funds from any of your bank accounts.

YES |NO

X

AﬂEChment
Py \U\



. H_W»:; /giezuzeny money to make the contwibution or
YES | NO
(,,;M/f'g

&

i

» Dt B B

o

it
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Catherine Radecki - LRA #466

QUESTIONNATRE

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 al} or a portion of these

contributions were reattributed to the individuals listed Below.

Please answer the questions by checking the appropriate box:
1. I made the contributions listed above.

Date Amount
07/11/95 525
05/14/95 $38
11/15/95 $20
01/30/96 $25
02/19/96 31,000
03/12/96° $25

YES

NO

t.

If your answer is no, please list your contributions below by date and amount.

2. The contributions were made by checks drawn on an escrow gr trust acco

mi{ _6-1-1'& "
YES |NO

<
3. [ reattributed the foliowing amounts of my contributions to the foliowing
individuals on the following date:

Name Amount Date Yes No
Jean McMahon $250 03/25/96 .
Mary Strain $250 03/25/96 >
Cornelius Strain $250 03/25/96 Pe

Mtachment |/

Page__{ of_3
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If any of the above information is incorrect, pisase note corrections,

. List any other individual 10 whom you reartributed any portion of any contri-bution and
the amount and date of the reattribution.

Name \. =
Address N
Reattribution Date T~

Amount Reattributed

4. Please provide the cuncnt;iz:iling address for Jean McMahon. J

’

it tdings ot ZE M 11 T¥3
7 /
Jean McMahon had the right to withdraw funds from any of your bank accounts.

YES | NO
Did Jean McMahon give you any money ¢ mnke the contribution or
reattribution? .
- YES NO

5. Please provide the current mailing address for Mary Strain.

1_3_;735’71- Choencit KU,

Sl 8l e §7

Mary Strain had the right to withdraw funds from any of your bank accounts.

[YES [NO

b

Did Mary Strain give you any money to make the contribution or reattribution?

YES |NO
oS

6. Please provide the current mailing address for Cornelius Strain.

/ﬂrrai 27 A fowgizds. Iid .
d 12:522 ‘Ssaﬁiz 2-"=<)§"pj

) Attachment |/
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Comelius Strain had the right o withdraw funds from any of your bank accounts.

YES NO
X
/
Did Cornelius Strain give you any money to make the contribution or
reattribution?
YES |{NO
X: -

Attadhmem | V
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James A, Pettit, Jr. - LRA #4686

QUESTICONNAIRE

Documents reviewed by the Federat Election Commission indicate tkat you made
the following centributions to Buchanan for President, Inc. (the “Committee™) during the
1996 presidential primary election campaign, dnd that all or a portion of these

contributions were reartributed to the individuals listed below.

Date Amount

05/19/98 550

08/30/95 $900

09/20/95 $100 e
05/28/96 $200

Please answer the questions by checking the appropriate box:

L. I made ths contributions listed above. ,

YES /] NO

e

If your answer is no, please list your contributions below by date and amount. -

2. The contributions were made by checks drawn on an escrow or trust account.

Pags

YES |NO
| X
3. [ reattributed the foilowing amounts of my contributions to the following:
individuals on the following date:
Name Amount Dats Yes No
| Julia Pettit $200 09/12/95 o
Emily Pettit $250 09/12/95 s |
James Doscher $250 09/12/95 rd
If any of the above information is incorrect, please note cormrections..
Attachment

.
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List any other individual 1o whom you reattributed any portion of any contribution and
the amount and date of the reatiribution.

Name : / ‘

Address yiayAI/R
Reattribution Date yavd M

Amount Reattributed 4 [

4, Please provide the current mailing address for Julia Pettit.

Julia Pettit had the right to withdraw funids from any of your bank accounts.

= : mgmu xc:? NO

Did Julia Pettit give you any money to make the ccntribution or reatiribution?

= . - ‘(

a 5. Please provide the current mailing address for Emily Pettit

97-30 108 Straes
Emily Pettit had the right to Bdd#ifly of your bank

Ay

YES |NO

Did Emily Pettit give you ay money to make the contribution or reattribution? - i

YES | NO

il

6. Plesse provide the current mailing sddress for James Doacher.

m...a.- . ’O-W
9750 108th 5p

RICHMOND Hy ) NY 11419

Attachment
Page Ng:ﬁi
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James Doscher had the right to withdraw funds from any of your bank accounts.

YES NO

Did James Doscher give you any money to make the contribution or reattribution?

YES |[NO

Attachment ___[1/
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QUESTIONNAIRE  J; . J

John W. Kremer - LRA #466 LT

o

Documents reviewed by the Federal Eiection 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 individuais listed below.

Date Amount
03/31/95 $30 -
06/30/55 $25
08/14/95 $30
09/26/95 $50
1171795 . $75
01715/96 $50
02/09/96 $50
02/17/96 $112
03/05/96 sioo0
03/239%6 $i10
04/25/56 $115
05/13/96 $50
"07/08/96 $115
08/06/96 $100

Please answer the questions by checking the appropriate box:
1. I made the contributions listed above.

[YES_[NO
X

If your answer is no, please list your contributions below by date and amount.

2. The contributions were made by checks drawn on an escrow or trust account.
YES |NO
Attachment
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3.0 [ reattributed the following amounts of my contributions to the following

individual on the following dates:

Name Amount Date Yes No

David Kremer $1i5 09¢03/96 ){

David Kremer £100 09/26/96 d
7

If any of the above information is incorrect, please note corrections,

List any other individual to whom you reattributed any portion of any contribution and

Name

the amount and date of the reattribution.

Address

Reattribution Date

Amount Reattributed

4. Please provide the current mailing address for David Kremes. ?

Davidenabadtheﬁghﬂowithdmwﬁmdsﬁommyofyombgnkwcoums. '

YES

NG

X

Did David Kremer give you any money to make the contribution or

reattributions?

NO

-

X |

Attachment X’
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QUESTIONNAIRE
Shelia M. Thomsen - 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 4 portion of these

contriburions were reattributed to the individuals listed below.

Date Amount

01/30/95 $20 -

03/17/95 $250

06/27/95 $200

08/21/95 $50 ;

10/23/95 $50

11/02/98 $25 /-] / / v

11717/95 5400

01/22/96 $100 L) f‘f/'_ -—

01/31/96 $50 7 )9 ) 7""
) {02/16/96 $100 - 4-ﬂ = _

04/11/96 $1,000 - Sspr7

09/13/96 $75 <

Pleasemmthcquetﬁoqsbychecﬁngtﬁemmbox:

1. 1 made the contributions listed above.

pd

~ O (28283

NO

v

If your answer is no, plesse list your contributions below by date and amount.

2. The contributions were made by checks drawn on an escrow o trust account.

11 .//@/

Wby

YES | NO,

Attachment ___Y
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3 I reattributed the following amounts of my contributions to the following
individuals on the following dates:

Name Amount Date Yes No
David J, Thomsen $100 03/20/96
_{-David A Thomsen ; $1,000 06/06/96
/ s

e 47 if any of the above information is incorrect, pleass note corrections.

List any other individual to whom you reattributed any
the amount and date of the reattribution.

on of any contribution and

. Name
Ta Address /
8 Reattribution Date e
Amount Reattribu

4, Please provide the current mailing-address for David J. Thomsen.

Jf/ly,f /o
= ) f"T -/ ,L’.'
S

5 David J. Thomsen had the right to withdraw funds from any of your bank

YES

/ [
{oﬁprmoneytomake contributionor

———

—
7
5. Please provide the mailing address fof David A. Thomsen.
/ f)
~f
DavidA.Tbom!{ ﬂlerigbttowithdrawﬁ.mdsﬁnmyofyombank
accounts. | / P e
YES [NOT |
INVAYY/
Vo L
e Mtachment _ Y
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« » . /
Did David A. Thom... .1 give you any mogey to make the ibution or
reattribution? . /

/[

N0/

MES A
{_j// //

/]

/

Attachment Ny
3
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QUESTIONNAIRE -

Alyssa D. Humphreyes - LRA 4466 IR
Do_cumgnrs _reviewed by the Federal Election éomm.ission indicate thal you made =
the follow_mg contn‘puu‘oas to Buchanan for President, Inc. (the “Committes”) during the
1996 presidential primary election campaign, and that ail or 5 portion of these
contributions were reattributed to the individuals listed below.

[Date Amount )
05725795 5100 -
08/24/95 $200

I'09721795 $200
11/24/95 $400
03/15/98 $100
04719/96 $300

lemmeqwdombycbgckingthupmbox:
| 'ﬁﬁ??ﬁ“}
v

lfyoumisno.plmeﬁayowcomih:ﬁmbdwbdnemdmm

2. The contributions were made by checks drawn on an escrow or trust account.

YES htfi'
3 1 resttributed the following amounts of my contributions to the following
individuals on the following dates:

Name ‘Amount Date Yes No
|_I_Janny Humphreys { $300. ¢ Y i 9
Stuart Humphreys | 3250 - /o b/?{
LA,

Please provide the date of the $50 reauribution to Danny Humphreys.

Atachment 2.
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if any of the above information is incotrect, please note comections.

List any other individual to whom you reattributed any portion of any contribution and
the amount and date of the reatmbution.

Name e 66 .
Address a 3\
Reartribution Date IN U ~

Amount Reattributed

4. Please prqvide the current mailing address for 8anny Humphreys.

¢ p
It oy Vil Ddatl

Danny Humphreys had the right t¢ withdraw funds from any of your bank

accounts. © [0
. I'VES INO s endd & N1

it L By

3z

s [ wes Ws neme en
‘. o 2 leel: ot
- QlOzS Did Danny Humphﬂyg give: you zny money 1, make the contribution or "\k ke
8 reattribution? .
_ YES NG ecks S;’d"' N2>

..%M%_%%gmﬁ. 22\‘“'0“':“&‘

'S, Please provi tbenmentmuhngaddxmforSan 5

Stuart Hunpl:wyshndﬂmnghncmthdnwﬁmds&ommyofyombmk

eccounts. _ WV\?M

YES |NO F
\/“
i mo o make the contridyiti
Did Sum H;nphm give you any :-ey: the nm:eﬂﬂre“t Z
NM 4&. -SJ-o.k\ wioa. | 1ES &, Page___&__ of _.é:._
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